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THURSDAY, MARCH 1, 1956 


Hovse oF REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS 
Washington, D. 0. 


The committee met, pursuant to call, at 10 a. m., in the committee 
— New House Office Building, Hon. Jere Cooper, chairman, pre- 
siding. 

The Cuamman. The committee will be in order. 

The committee is meeting this morning to begin public hearings on 
H. R. 5550, which would authorize the President to accept member- 
ship for the United States in the Organization for Trade Cooperation. 
I introduced this legislation on April 14, 1955, as chairman of the 
Committee on Ways and Means i at the request of the administra- 
tion. 

It is presently planned that these hearings will end on March 16, 
1956. Today and tomorrow, we will receive testimony from the Sec- 
retaries of the Departments of State, Agriculture, Interior, Commerce, 
Defense, Treasury, and Labor. Beginning on Monday, March 5, 
1956, the committee will receive testimony from public witnesses who 
have expressed interest in appearing at these hearings. Persons who 
may desire to submit information for the record in lieu of an appear- 
ance may arrange to do so by making this material available to the 
committee clerk on or before March 23, 1956. 

In view of the fact that H. R. 5550 is limited to the authorization 
for United States participation in an administrative organization 
known as the Organization for Trade Cooperation, and is not con- 
cerned with substantive tariff matters, the committee will not receive 
testimony relating to tariff rates, quotas, and other tariff restrictions 
or reductions nor on other matters pertaining to the provisions of our 
tariff laws not concerned with OTC. 

It is the hope of the committee that interested groups will cooperate 
with the committee in conserving time and avoiding repetitious testi- 
One by designating one representative as spokesman for an inter- 
ested industry or association. 

I will at this point in the record, without objection, include a copy 
of the bill, H. R. 5550, and a copy of the press release announcing the 
hearings. In addition, I will include at this point in the record a 
copy of a letter dated January 19, 1956, from the President of the 
United States addressed to me as chairman of the Committee on 
Bite and Means urging prompt legislative action on H. R. 5550. I 
will also include a memorandum prepared for the Cabinet by the 
Secretary of Commerce on this legislation. 

(The material referred to follows:) 
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[H. R. 5550, 84th Cong., 1st sess.] 


A BILL To amend the Tariff Act of 1930 with respect to the administration of the General 
Agreement on Tariffs and Trade 


Be is enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That part III of title III of the Tariff Act 
of 1930, as amended (relating to foreign-trade agreements), is hereby amended 
by inserting after section 350 the following new section: 

“Sec. 351. (a) The President is hereby authorized to accept membership for 
the United States in the Organization for Trade Cooperation provided for in 
the Agreement on the Organization for Trade Cooperation drawn up by the 
Contracting Parties to the General Agreement on Tariffs and Trade at their ninth 
session and opened for acceptance at Geneva on March 10, 1955. 

“(b) There is hereby authorized to be appropriated annually to the Department 
of State— 

“(1) such sums as may be necessary for the payment by the United States 
of its share of the expenses of the Organization for Trade Cooperation as 
determined in accordance with article 9 of the agreement referred to in 
subsection (a) ; and 

“(2) such additional sums as may be necessary to pay the expenses inci- 
dent to participation by the United States in the activities of the Organiza- 
tion for ‘rade Cooperation, including— 

“(A) the salaries of the United States representative or representa- 
tives and alternates, and appropriate staff, without regard to the civil- 
service laws and the Classification Act of 1949, as amended ; 

*“(B) amounts for services as authorized by section 15 of the Act 
of August 2, 1946 (5 U. 8. C. 55a) ; and 

“(C) such other expenses as the Secretary of State deems necessary 
to participation by the United States in the activities of the Organiza- 
tion.” 





{For the press for immediate release, February 9, 1956] 


CHAIRMAN JERE CoopER (DEMOCRAT, TENNESSEE), COMMITTEE ON WAYS AND 
MEANS, ANNOUNCES PusBLIC HeEarINGs on H. R. 5550, AUTHORIZING UNITED 
STATES MEMBERSHIP IN THE ORGANIZING FOR TRADE COOPERATION 


The Honorable Jere Cooper (Democrat, Tennessee), chairman, House Com- 
mittee on Ways and Means, today announced that the committee will hold public 
hearings on H. R. 5550, a bill to authorize the President to accept membership 
for the United States in the Organization for Trade Cooperation. 

The public hearings will begin Thursday, March 1, 1956. It is expected that 
the first 2 days of public hearings will be devoted to receiving testimony from 
Cabinet officers from the following Departments: Agriculture, Commerce, De- 
fense, Interior, Labor, State, and Treasury. On Monday, March 5, 1956, the 
committee will begin receiving testimony from public witnesses if the committee 
has concluded its executive session consideration of legislation providing for the 
financing of the Federal highway program. In the event these executive sessions 
are not completed by this date, the committee will resume public hearings on 
H. R. 5550 so as to receive testimony from public witnesses at the earliest 
possible date thereafter. 

Persons desiring to testify on the legislation may arrange to do so by sub- 
mitting a written request to the clerk of the Committee on Ways and Means, 
room 1102, New House Office Building, Washington, D. C., by Monday, February 
27, 1956. It is desired that to the maximum extent possible interested groups 
designate one representative as spokesman for an industry or association. The 
chairman has instructed the clerk to receive prepared statements (in triplicate) 
from persons who desire to have a statement included in the printed record of 
the hearings in lieu of a personal appearance. Such statements for inclusion 
= ae must be received in the committee office not later than March 

, 1956. 

Pursuant to the usual committee practice, it is requested that each witness 
furnish the clerk with 50 copies of his prepared testimony for the use of the 
committee, not later than 24 hours in advance of his scheduled appearance. Wit- 
nesses who desire to have their prepared statements distributed to the press 
should furnish the clerk with at least an additional 50 copies for this purpose. 
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Chairman Cooper stressed the fact that the public hearings would be limited 
to consideration of H. R. 5550 and that testimony on other matters which pertain 
to tariffs and trade would not be received by the committee at this time. 

Chairman Cooper’s complete statement follows : 

“On April 14, 1955, I introduced legislation, H. R. 5550, which would authorize 
the President to accept United States membership in the Organization for Trade 
Cooperation. I introduced this legislation as chairman of the Committee on 
Ways and Means and at the request of the administration. 

“The Committee on Ways and Means will hold public hearings on H. R. 5550 
beginning on Thursday, March 1, 1956. It is expected that the witnesses on the 
opening 2 days of the hearing will be Cabinet officers from the Departments of 
Agriculture, Commerce, Defense, Interior, Labor, State, and Treasury to be 
followed on subsequent days by public witnesses. 

“I have recently received a letter from the President of the United States 
urging the enactment of this legislation. In his letter, the President stated 
as follows: 

“*When last July you advised me of your plan to hold hearings on the OTC 
early in this session, you said that enactment of this legislation is of “vital 
importance to the continued expansion of markets for our products abroad.” 
This description of our need for OTS is still accurate but this legislation is even 
more essential today, now that the Soviets have stopped up their activities on 
the economic front. Not only would the OTC maximize benefits from reciprocal 
trade agreements for American industry, agriculture, and labor; it would also 
advance our efforts to strengthen the free world.’ 

“The Secretary of Commerce, the Honorable Sinclair Weeks, recently pre- 
pared a memorandum for the Cabinet setting forth informaiton about the 
Organization for Trade Cooperation. In this memorandum, Secretary Weeks 
described the Organization for Trade Cooperation in the following terms: 

“*The OTC would be an organization composed of Government representatives 
from 35 countries, including the major trading nations of the world. 

“ ‘Its major job would be to administer the General Agreement on Tariffs and 
Trade, in which the United States has participated for a numb r of years. 

“ “AH, R. 5550 would authorize the United States to join the proposed OTC. 

“«‘* * * OTC would be exclusively an administrative organization. It could 
not add to United States obligations under the General Agreement. It could 
not abridge the powers of the Congress with respect to customs and import duties. 
It could not make tariff concessions or modify in any way the United States 
tariff structure. 

“‘OTC would not be supranational in any respect. It could not impose obli- 
gations on its members. Its method would be persuasion. It could not impair 
in any way the sovereignty of the United States.’ 

“In view of the fact that H. R. 5550, as stated by Secretary Weeks, is limited 
to United States participation in an administrative organization to be known as 
the Organizaiton for Trade Cooperation and is not concerned with substantive 
tariff matters, the committee will not receive testimony relating to tariff rates, 
quotas, and oth r tariff restrictions or reductions nor on other matters per- 
taining to the provisions of our tariff laws not concerned with OTC. 

“It is requested that interested groups cooperate with the committee in con- 
serving time and avoiding repetitious testimony by designating one representative 
as spokesman for an interested industry or association.” 


THe Wuirte Hovss, 
Washington, January 19, 1956. 
Hon. JERE Cooper, 
House of Representatives, Washington, D. C. 


Dear Mr. Cooper: You will recall that on December 13, at the bipartisan meet- 
ing, I asked that every person present be supplied with a memorandum on the 
Organization for Trade Cooperation. I enclose a paper prepared for the 
Cabinet by Secretary Weeks which, in my judgment, tells the OTC story about 
as briefly as it can be told. 

When last July you advised me of your plan to hold hearings on the OTC early 
in this session, you said that enactment of this legislation is of ‘“‘vital tmrortance 
to the continued expansion of markets for our products abroad.” This descrip- 
tion of our need for OTC is still accurate but this legislation is even more 
essential today, now that the Soviets have stepped up their activities on the 
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economic front. Not only would the OTC maximize benefits from reciprocal 
trade agreements for American industry, agriculture, and labor; it would also 
advance our efforts to strengthen the free world. 

The administration will cooperate fully with you in bringing this matter to 
hearings and in moving it through the Congress as promptly as possible. 

With kind regard, 

Sincerely, 
Dwicut D. EISENHOWER. 





THE SECRETARY OF COMMERCE, WASHINGTON 


Memorandum for the Cabinet. 


Tue Facrs Asout THE OTC—THE ORGANIZATION FOR TRADE COOPERATION 
I. WHAT IS OTC? 


The OTC would be an organization composed of Government representatives 
from 35 countries, including the major trading nations of the world. 

Its major jab would be to administer the General Agreement on Tariffs and 
Trade, in which the United States has been participating for a number of years. 

H. R. 5550 would authorize the United States to join the proposed OTC. 


Il, WHAT OTC CANNOT DO 


OTC would be exclusively an administrative organization. It could not add 
to United States obligations under the general agreement. It could not abridge 
the powers of the Congress with respect to customs or import duties. It could 
not make tariff concessions or modify in any way the United States tariff 
structure. 

OTC would not be supra-national in any respect. It could not impose obliga- 
tions on its members. Its method would be persuasion. It could not impair in 
any way the sovereignty of the United States. 


Itl. NEED FOR OTC 


OTC, by attacking measures which discriminate against United States exports 
and limit the benefits of tariff concessions made to us, would help make our 
trade agreements truly reciprocal and would facilitate expanding markets abroad 
for United States industry and agriculture. 

Today the general agreement has no regular administrative machinery. Its 
business can be conducted, therefore, only at intermittent conferences—this time 
loss and inefficiency is hurtful to all participating nations. For example, in 
April 1954 France specially taxed imports from the United States and other 
countries. With OTC the United States could have had prompt action—without 
it we had to wait for nearly a year until the cumbersome ad hoc machinery of 
the general agreement could be brought to bear on the problem. 

OTC is therefore indispensable if we are to resolve currently the many issues 
constantly arising in day-to-day trade among nations. 

OTC would also provide a forum for discussion and solution of other world 
trade problems, each government remaining entirely free to adopt or reject OTC 
recommendations. 

OTC would also have the important function of assembling and publishing 
valuable data on Worldwide trade movements and trends. 


IV. OTC WOULD INCREASE UNITED STATES BENEFITS FROM THE GENERAL AGREEMENT 


Today a number of political, military, and financial groupings strengthen the 
free world and advance American interests abroad. Among these are: 
NATO (North Atlantic Treaty Organization) 
SEATO (Southeast Asia Treaty Organization) 
IMF (International Monetary Fund) 
IBRD (International Bank for Reconstruction and Development) 
Each of these international agreements has an administrative organization to 


make it effective. The general agreement does not and, therefore, is reduced 
in value to the United States and every other participating nation. With Soviet 
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econonic activities on the increase, the United States must strengthen its coopera- 
tion with free nations in the trade field. OTC is essential to this end. 


Vv. UNITED STATES GAINS FROM THE GENERAL AGREEMENT 








The general agreement is a multilateral trade agreement among 35 trading 
nations, including the United States. It is the principal instrument for pro- 
moting internationally those trade policies which have been the United States 
own objectives for many years. 

The one major difference between the general agreement and United States 
policy was eliminated in 1955 when the participaitng countries gave the United 
States a broad waiver to impose import quotas unilaterally on agricultural prod- 
ucts as required by our domestic agricultural laws. 

Under the general agreement many reciprocal tariff reductions have been 
negotiated and the benefits guaranteed to all members including the United 
States. 

The general agreement encourages the abolition of quotas and import licenses 
injurious to American enterprise. Between 1953 and 1955, 14 Western European 
countries removed quantitative restrictions on more than 60 percent of dollar 
imports. 

Through the general agreement, Belgian and German restrictions on imports of 
United States coal have been almost entirely eliminated, rapidly expanding our 
coal exports. Previous bilateral discussions between the United States and these 
countries had failed to accomplish this reduction. 

Through mediation under the general agreement international commercial 
disputes such as one between India and Pakistan involving jute and coal have 
been amicably settled. 

Closer trade cooperation among members of the general agreement has 
strengthened the Western alliance. 


VI. SUMMARY 
















A. The United States has been party to the general agreement for 8 years. 

B. The OTC, the agreement’s administrative organization, is absolutely essen- 
tial if United States agriculture, labor, and industry are to receive maximum 
benefits from the general agreement. 

C. OTC could not reduce United States tariffs, increase United States obliga- 
tions under the general agreement, or impair United States sovereignty in any 
way. 

D. Adoption of H. R. 5550 authorizing United States participation in the OTC 
is in the national interest. 

SINCLAIR WEEKS. 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 





The Cuatrman. The first witness this morning is Hon. John Foster 
Dulles, Secretary of State. 

I understand, Mr. Secretary, that this is a very important part of 
the President’s program. Is that correct ? 

Secretary Duties. That is correct, sir. He attaches great impor- 
tance to it. 

The Cuarrman. Mr. Secretary, from previous relations with you, 
the committee knows you very fondly. However, for the record, it 
is requested that you ae state your name and the capacity in which 
you appear. We will then ask you to proceed with your prepared 
statement without interruption. 

Secretary Duties. Thank you, sir. 

My name is John Foster Dulles. I am Secretary of State. I re- 
side in Washington, D. C., at 2740 32d Street. 

Shall I proceed with my statement, Mr. Chairman ? 

The Cuatmrman. Please proceed, Mr. Secretary. 

Secretary Dutres. I come here today to support the President’s 
proposal that the United States join with other nations in establish- 
75018—_56———_2 
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ing an Organization for Trade Cooperation. United States member- 
ship in the Organization would be authorized by H. R. 5550, introduced 
by you, Mr. Chairman, at the last session. 

The project of an Organization for Trade Cooperation was under- 
taken on American initiative, proposed by the present administration 
after careful study. Successful international negotiations leading to 
the Agreement on the Organization for Trade Cooperation were com- 
pleted among 35 governments in the spring of 1955. It is our convic- 
tion that this Organization is needed in order that American 
agriculture, industry, and labor may obtain maximum benefits from 
our reciprocal trade program. It is also our conviction that the 
Organization will enhance the collective economic strength of the 
free nations. 

The Organization for Trade Cooperation has a simple basic pur- 
pose: to provide formal machinery to admiinster more effectively the 
multilateral trade agreement known as the General Agreement on 
Tariffs and Trade. Along with this, the Organization would gen- 
erally facilitate international cooperation in trade matters. 

In order to make this statement as clear as I can, I invite your 
attention to a matter of terminology. Whenever I refer to the “Gen- 
eral Agreement,” I mean the General Agreement on Tariffs and Trade. 
It is necessary to distinguish clearly between this long-established 
multilateral trade agreement and the new Agreement on the Organi- 
zation for Trade Cooperation, or OTC, which is now before you for 
consideration. 

The United States has participated in the General Agreement for 8 
years under the Trade Agreements Act which authorizes the President 
to “enter into foreign trade agreements.” In that time the list of 
countries which are parties to the General Agreement has grown from 
23 to 35 and now embraces most of the important trading nations 
of the free world. 

When this administration took office we reexamined the question 
of continued American participation in the General Agreement on 
Tariffs and Trade. We found that American participation was serv- 
ing the national interest of the United States by strengthening eco- 
nomic ties with our partners and allies. We found, too, that after 8 
years of experience some improvement in the trade practice rules of 
the General Agreement was required. And we found serious defects 
in the arrangements for administering the General Agreement. Its 
so-called “organizational provisions” hardly amounted to more than 
an awkward improvisation. 

The President has already acted to revise the trade-agreement rules 
inthe General Agreement. Within the limits of the authority granted 
to the Executive by the Trade Agreements Act, the United States has 
negotiated and accepted a series of amendments to the General Agree- 
ment designed to clarify and simplify its provisions to the extent 
practicable in this complex field. 

In our approach to the organizational provisions of the General 
Agreement on Tariffs and Trade, however, the President has felt it 
wise to proceed in another way. After careful study, we concluded in 
i9f4 that a formal international organization was needed if the Gen- 
eral Agreement was to be fully effective on a continuing basis. And 
we also determined that the matter of our membership in such an 
organization should be submitted to the Congress. 





ORGANIZATION FOR TRADE COOPERATION 7 


Thus our purpose is to create better machinery to administer the 
General Agreement on Tariffs and Trade and to do it with the explicit 


‘ 


approval of the Congress. 

t is my conviction that this is essential if our trade policy is to be 
stable, if it is to be responsible, and if it is to be genuinely effective 
in furthering our national objectives. 

Now, I know from my appearance before the Senate Finance Com- 
mittee last year, when the question of the Organization for Trade 
Cooperation was touched upon in connection with the renewal of the 
Trade Agreements Act, that a number of things have been said or may 
be said which could give rise to certain fears about the OTC and its 
impingement upon United States sovereignty. In my judgment much 
of this apprehension results from misunderstanding. It might be 
helpful, therefore, if I were to try to clear away these fears at this 
time. 

The OTC agreement contains nothing which alters or can alter 
United States tariff rates or other trade measures. It is essentially 
administrative. It does not add to the President’s »uthority to enter 
into trade-agreement commitments pursuant to the Trade Agreements 
Act. Any substantive undertakings by the United States with respect 
to its trade regulations must either be entered into by the President 
under the Trade Agreements Act or be specifically approved by the 
Congress. No substantive undertakings of any kind are authorized 
by H. R. 5550. 

The Organization for Trade Cooperation will be a cooperative 
organization of sovereign nations; it will not be a so-called supra- 
national institution. It will not involve a loss of sovereignty on the 
part of the United States or any other government. 

The Organization for Trade Cooperation does not involve a dele- 
gation by the United States to an international organization of author- 
ity or control over its own tariff and trade regulations. The OTC 
could not impose any new obligation upon any member. 

The OTC would help promote competition and private enterprise. 
The basic idea behind both the General Agreement on Tariffs and 
Trade and the OTC is to allow the fullest possible competition in the 
market, rather than government controls, to determine the movement 
of international trade, for that is the way trade best performs its 
beneficial functions. Thus the OTC is quite the opposite of any sort 
of global planning agency. 

The functions of the OTC are briefly these: 

Administering the General Agreement on Tariffs and Trade. 

Making it easier for governments to consult and negotiate with one 
another on trade questions. 

Studying questions of trade policy and, where appropriate, making 
recommendations thereon to the member nations. 

And finally, collecting, analyzing, and publishing facts and figures 
on international trade and commercial policy. 

Thus, the functions of the OTC would be strictly limited to matters 
of trade and trade policy. It does not share the elaborate ambitions of 
the International Trade Organization, or ITO, which was proposed 
some years ego and later abandoned. The ITO, if it had come into 
being, would have responsibilities in the fields of full-employment 
policy, of fair-labor standards, of technical and financial aid to under- 
developed countries, of investment, of commodity agreements, and of 
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international cartels. The OTC will not have responsibilities in 
any of those fields. It could not administer any international agree- 
ment other than the General Agreement on Tariffs and Trade. It 
would, in short, keep firmly within the bounds of our trade-agreements 
program. 

Let me say that in negotiating the Agreement on the Organization 
for Trade Cooperation we deliberately avoided giving the Organiza- 
tion any undertakings in the related fields that I have just listed in 
connection with the ITO. 

The Organization for Trade Cooperation is not a “self-amending” 
organism. It does not contain the seed of its own automatic enlarge- 
ment. No amendment to the Agreement on the Organization for 
Trade Cooperation could bind the United States without its consent, 
and if the executive branch felt that an amendment were in the interest 
of the United States and should be accepted, it would be submitted 
to the Congress for approval. 

The text of the Agreement on the OTC—some 21 brief articles in 
all—has been reproduced for the information of the committee in the 
committee document entitled “The Agreement on the Organization 
for Trade Cooperation.” It will be seen that the Organization would 
be relatively simple in structure. The members of the OTC would be 
those governments which belong to the General Agreement on Tariffs 
and Trade. There would be an assembly, consisting of all of the 
members, which would have full responsibility for the Organization’s 
activities. Then there would be an Executive Committee, a smaller 
group of 17 members which would carry out assignments given to it by 
assembly. The OTC Agreement requires that the Executive Com- 
mittee shall always include the five members of chief economic impor- 
tance, thus giving assurance that the United States will always be 
represented on this Committee. 

I might add parenthetically that the economic importance of the 
United States is such that the Organization could not really work 
without our pervasive participation and support. This is freely rec- 
ognized by other governments. In 8 years of experience with the 
General Agreement on Tariffs and Trade the United States has been 
represented on every committee, subcommittee and working group 
in which it has expressed an interest. Any fear that American influ- 
ence may not be fully exercised, or adequately felt, is groundless. 

The Organization for Trade Cooperation would also have a secre- 
tarial staff, supervised by a Director-General who would be appointed 
by the members. This staff of experts would assist the Assembly and 
thé Executive Committee in their work; it would have no independent 
powers or responsibilities. 

As for the budget of the Organization and the American contribu- 
tion to it, both would be small—in fact, very small. For the first year 
we anticipate that the total budget would not exceed $600,000 and the 
United States share would not exceed $120,000 or about 20 percent. 
It should be noted that this share is below the percentage of 3314 
percent established under other laws of the United States relating to 
American contributions to international organizations in general. 

The main task of the OTC would be to help its members obtain 
more promptly than at present the full benefits of the General Agree- 
ment on Tariffs and Trade. And in administering the trade provisions 
of the General Agreement, the OTC would perform a number of neces- 
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sary tasks of administration—for example, reviewing the trade re- 
strictions which now are applied by certain foreign governments for 
balance-of-payments reasons. The two key responsibilities of the 
OTC in relation to the General Agreement on Tariffs and Trade are 
explicitly set out in the OTC Agreement before you, and I wish to 
describe them briefly at this point. 

The first of these responsibilities, described in article 13, is that of 
enabling individual member governments to obtain a curtailment of 
their trade obligations under the General Agreement on Tariffs and 
Trade whenever such obligations prove severely burdensome or in- 
equitable in the face of exceptional developments. Experience has 
shown that flexibility of this kind is needed. Very recently the 
United States itself has had occasion to seek, and obtain, a similar 
waiver from the other countries which participate in the General 
Agreement on Tariffs and Trade. These countries agreed that certain 
obligations we had assumed under the General Agreement could be 
set aside whenever they were in conflict with agricultural import 
restrictions which we find necessary under section 22 of our Agricul- 
tural Adjustment Act. 

The second of the organizational responsibilities explicitly described 
in the agreement before you is that of arranging for the settlement of 
disputes. This point is covered by article 14. The Organization is not 
given a hunting license to probe at will into the affairs of members. 
It is not an international policeman. But if one government has 
reason to complain about the trade actions of another and cannot 
obtain satisfaction in bilateral discussions, it may then bring the 
matter to the Organization for discussion. For example, if the 
Organization discovers that a country has breached its commitments 
under the General Agreement on Tariffs and Trade, and if that 
country is unwilling or unable to do anything about it, the Organi- 
zation may authorize complaining governments to withdraw some of 
the trade concessions which they originally made to that country. 
In this way a balance of mutual advantage is maintained in line with 
the principle of reciprocity, trade wars are averted, and a fair method 
of reaching solutions in international trade controversies is provided. 

These two important organizational functions—that of waiving 
particular trade obligations and that of settling trade disputes— 
have been removed from the General Agreement on Tariffs and Trade 
and placed in the agreement on the Organization for Trade Coopera- 
tion in order that their nature would be entirely clear to the Congress. 
I should like to emphasize, once more, that neither these nor any other 
functions of the OTC could have the effect of placing new trade obli- 
gations on any member going beyond those which they have volun- 
i saeat in negotiating the General Agreement on Tariffs and 

rade. 

Let me be very clear on what the Congress will be approving if it 
enacts H. R. 5550. 

The Congress will be authorizing the President to accept member- 
ship for the United States in the Organization for Trade Cooperation. 

The General Agreement on Tariffs and Trade has not been sub- 
mitted to the Congress for approval because, as I have indicated, 
the authority to enter into trade agreements without referring them 
back to the Congress is found in the Trade Agreements Act. The 
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General Agreement, therefore, is in the same status as any of the many 
other trade agreements which have been entered into by the President. 

The Congress is being asked to approve membership in an organi- 
zation which, under the terms of the organizational agreement now 
before it, is to be established in order to further the objectives of the 
General Agreement by providing more effective administration. Con- 
gress is not being asked to approve the detailed provisions of the 
General Agreement—to endorse the detailed actions which the Presi- 
dent has taken in exercising the authority which Congress granted 
to him in the Trade Agreements Act. 

The OTC, then, is a modest proposal to place the international 
aspects of our trade agreements program on a more stable footing 
and a more businesslike basis. I am convinced that it would serve 
American economic interests. ‘The President described some of the 
economic advantages in his OTC message of last April 14, which you 
also have in the committee document. But I shall not discuss the 
commercial aspects in detail. Other witnesses who will follow me 
here will refer more fully to the economic benefits we may expect 
to derive from membership in the OTC. It is my special responsibil- 
ity, rather, to point out the significance of the OTC for our inter- 
national relations in general. 

That significance, in my judgment, is very great. I have often said 
that the strategy of the International Communist movement is to 
divide the free nations, so that they can be taken over piecemeal. We 
have seen no deviation in this strategy over many years. We have 
seen shifts in tactics, but the purpose has remained fixed. We must 
hope that it will change. There are some signs that it may change. 
But it has not changed yet. 

We are now being treated to a display of this strategy on the 
economic front. The current offers of the Soviet Union to extend 
economic help in loans to, and trade with, less economically developed 
countries in the free world are a matter of everyday newspaper com- 
ment. I would be the last to give credence at this time to the exist- 
ence of a genuine Soviet desire to help independent countries to 
nourish their economic growth in conditions of freedom. But there 
is the danger that some may unwittingly risk their freedom, so 
intense is their desire to improve the material lot of their people. 

It is not a part of our design to allow our own actions to be de- 
termined by Soviet gestures. Quite apart from Soviet tactics, we 
seek solid and permanent programs to help economic progress in other 
countries and to raise the living standards of their peoples along with 
our own. Our programs began many years before the Soviet Union 
gave the appearance of entering the economic field. What we offer 
is partnership in building with others a safe, free, and productive 
civilization. This requires not only collective security against mili- 
tary menace; it also requires economic health and growth, hand-in- 
hand with political independence and mutual respect among nations. 

It is hard to see how this kind of system can work without mutually 
advantageous international trade arrangements. Perhaps because 
of the immediate importance of trade to the daily living of people in 
many countries, trade problems have been historically a fruitful source 
of political controversy between the independent sovereign states. The 
Communist leaders have been aware of this, and have tried to show 
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that the struggle for markets is such a divisive force in the relations 
between non-Communist nations that it will inevitably lead to eco- 
nomic and social crises. This is a part of the standard Communist 
appeal to peoples in doubt. 

‘he answer to the Communist contention does not lie in reducing 
healthy competition among free countries in the international market. 
We want more of this healthy competition and more private enter- 
prise, not less. Nor does it call for obliterating sovereign rights over 
trade, or establishing free trade. What is needed is a willingness of 
the free nations, first, to moderate unjustifiable trade barriers in co- 
operative arrangements with one another, and second, to agree to 
handle in an orderly and equitable way the trade problems and con- 
troversies which inevitably arise between them. 

We have made heartening progress in clearing away unwarranted 
barriers to trade through our trade agreements program, most notably 
through the General Agreement on Tariffs and Trade. But our ma- 
chinery for applying the general agreement to day-to-day problems, 
and for the settlement of trade controversies, is weak and precariously 
based. The Organization for Trade Cooperation is needed in order 
to strengthen this second vital aspect of our trade relationships with 
other countries of the free world. There is great advantage in ar- 
rangements which will take international trade disputes out of the 
realm of political diplomacy and into a technical forum. 

Not long ago the United States delegation to the 10th session of the 
United Nations Genera] Assembly sent to me a rather forceful state- 
ment, approved by all 10 members of the delegation. As you know, 
our delegation is made up of distinguished Americans, including two 
Members of this House. The delegation said that there appears to 
have been a shift in the cold war, “in which economic and social prob- 
lems have moved to the forefront.” It warned that we could lose the 
economic contest unless the country as a whole “wakes up to all its 
implications,” 

I read this statement to a news conference on January 11. It was 
generally taken to be an important pronouncement. Some people 
assessing the implications of the “economic contest,” seem to have 
jose them largely in terms of our foreign-aid programs. I should 
ike to emphasize that the role of economics in international affairs has 
much greater significance than grants-of-aid. Our cooperation with 
other free nations goes far beyond that. It must include other eco- 
nomic relations as well, and at the heart of these relations lies trade 
cooperation. 

If the Congress approves H. R. 5550, the OTC will undoubtedly 
come into existence. If Congress fails to approve the bill, it will not. 
This is a measure of our decisive importance in world trade matters. 

The consequences for our international relations of rejecting OTC 
would be grave. For what is ultimately at stake here is not whether 
a piece of technical machinery shall be established; it is whether, in 
the cruicial area of trade relations, the unity of the free nations will 
be preserved and strengthened. It is for these reasons that I hope the 
Coneress by a decisive majority will authorize United States partic- 
ipation in the OTC. 

The Carman. Mr. Secretary, does that complete your statement ? 

Secretary Duties. It does. 








12 ORGANIZATION FOR TRADE COOPERATION 


The Cuarmman. We thank you for your appearance and the infor- 
mation given to the committee. 

Are there any questions? 

Mr. Mills of Arkansas will inquire, Mr. Secretary. 

Mr. Mitts. Mr. Secretary, for purpose of the record, I would . 
interested in having you advise why the establishment of OTC i 
important now when for so many years it has been possible for us to 
carry on a program of reciprocal trade agreements without the neces- 
sity of this Organization. 

Secretary Dutxes. I will give two answers to that. The first is 
that while we have carried on, we have not in our opinion carried on 
very adequately, and the administrative provisions which have hereto- 
fore governed the general agreement have, as I said in my prepared 
statement, been in the nature of rather inadequate improvisations. 

The second reason is that this administration thought it desirable 
to submit to the Congress certain provisions of this character which 
heretofore have been in the agreement by Executive agreement alone, 
but which the President thought were of sufficient importance so 
that they should be submitted to Congress. 

So we have the two reasons which I outlined: First, the feeling of 
the Executive that certain of these provisions which had been in the 
general agreement in the past which were not submitted to Congress 
should be taken out of that agreement and put into the OTC which 
would be submitted to Congress. And second, the fact that these 
provisions in the general agr eement have not proved as adequate or 
effective as we think desirable, if we are to get the full advantage 
which we should get out of our reciprocal-trade agreements. 

Mr. Mirus. As I understand your statement in the paper you de- 
livered here, you point out that the OTC is not to be a policeman. I 
assume from that you mean that it is not the purpose of OTC to police 
the adherence to agreements which are entered into under the recip- 
rocal-trade-agreements program or which have been entered into 
heretofore under GATT. If the Organization is not to be the police- 
man for the purpose of compliance, how do we gain proper adherence 
to the Organization as a part of GATT and as a part of the reciprocal- 
trade-agreements program ? 

Secretary Dues. It is not to be a policeman in the sense that it 
is not a spy. It does not send its own people around prying into 
the affairs of countries. On the other hand, if a country believes 
that it is being cheated, if it has granted concessions on its side in 
return for a promise of reciprocal concessions and then if those 
reciprocal concessions are being evaded, if a party itself feels that 
its agreement is not working properly and it can not settle that dis- 
pute by direct negotiations, then the matter can be referred to the 
OTC and the entire we ight of that Organization will then be put 
behind a determination as to the merits of the case and a recommenda- 
tion that appropriate action should be taken to conform to the general 
agreement. 

Mr. Mitts. Would you develop just a bit what you mean by the 
weight of the Organization behind the proposition? Does that mean 
that the Organization could impose on the country violating an agree- 
ment conditions to compel compliance ? 

Secretary Duties. No, sir; it could not do that. It would put, I 
would say, the moral weight of the multilateral world Organization 
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against the nation which was in default. If that did not suffice, then 
it could authorize the nation which was offended, which was hurt, 
to withdraw some of the obligations which it had undertaken. 

Mr. Mus. If OTC is established and we become a member of OTC, 
would it be impossible for us, without some action by OTC, to take 
recourse for violation of any trade agreement that we might be a 
party to? 

Secretary Dues. It does not deprive us of any right which we 
would otherwise possess as a matter of international law to react 
to a violation of agreement. 

Mr. Minis. We could still impose the provisions of the escape clause 
if we desired to do so? 

Secretary Duties. Yes, sir. 

Mr. Minus. We could still call upon one of the countries who is : 
party to an agreement with us to cease and desist from action which 
we thought was in violation of the agreement ? 

Secretary Duties. Yes, sir. 

Mr. Mitts. Without appealing to OTC? 

Secretary Duties. I don’t know. I think certainly as a matter of 
good practice we would go to the country concerned in the first in- 
stance before invoking the mediating power, you might say, of the 
OTC. I think that would be the orderly and correct thing to do. 
But if that did not succeed, then we would retain our normal legal 
rights. 

Mr. Mitts. We might first appeal to OTC. 

Secretary Duties. Yes, sir. 

Mr. Mitts. But if we did not seek redress in OTC we would still 
have all the rights that we presently have under all of our agree- 
ments to insist upon compliance or take such action as is permitted 
under the agreements to bring about compliance. 

Secretary Duties. Yes, sir; we do not lose whatever rights we might 
have under those agreements and international law. 

Mr. Mirus. You say that OTC would not have any authority with 
respect to tariffs and duties. That is, I assume you mean that OTC 
could not by vote of the member countries agree to reductions in tariff 
duties presently prevailing ? 

Secretary Duties. That is the case, sir. 

Mr. Mitts. We would not in any way, then, lose the control which 
we presently have over the determination of our own tariffs and 
duties ? 

Secretary Duties. That is correct. 

Mr. Mitts. I am having a little difficulty, as my questions might 
indicate, Mr. Secretary, in reaching a conclusion, which I am sure 
you want this committee to reach, regarding the importance of our 
membership in OTC. If the Organization is not to exercise control 
over tariff rates, if the Organization is not to be a policeman in the 
real sense of the word and compel compliance, I still cannot see that 
it has for us and the future of our economic relations the all-impor- 
tance that seems to have been attached to it. I am sure that is due 
to my failure to understand it. 

Secretary Duties. I would say this, sir: That these tariff arrange- 
ments are extremely complicated and they make up a network which 
I find it beyond my comprehension to grasp fully or to be wholly 
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familiar with. I think it takes experts in the sense of experts in 
international trade to keep constantly on top of this job and to under- 
stand all that goes on around the world in relation to these trade 
agreements. 

Theoretically we could have, let us say, one group of experts study- 
ing relations between the United States and Vietnam and another 
group of experts studying the relations between other countries. You 
could theoretically have a vast series of wholly independent people 
constantly studying these matters. As a practical matter, it is much 
simpler and more effective and beneficial to merge them all together 
into asingle group. It avoids duplications and conflicts. The prac- 
tical experience of people who have dealt with this leads them to the 
very definite view that a central organization dealing with these prob- 
lems is far more efficient and will produce far better results. 

In addition, you have the fact that experience has shown that these 
disputes are often much more difficult to settle on a bilateral basis than 
when you have an organization which can act as a body of world 
opinion which exerts itself. There are actually cases which have 
arisen in the past where somewhat comparable organizational features 
had been invoked, which then existed in the general agreement itself 
where the United States has not been able to get relief on a bilateral 
basis but where it has been able to obtain relief on a multilateral 
basis and thus to gain the full benefits which it anticipated when it 
made its own trade concessions. 

Then another point which I would make is that there is very great 
advantage in keeping these disputes out of the regular processes of 
political diplomacy. Then they get mixed up with all sorts of other 
problems. People say, “Well, sure, we will do this if you will help 
us in a political problem we are involved in.” It is extremely helpful 
and I would say, from the standpoint of the conduct of the State 
Department, almost a lifesaver, to have problems of this sort dealt 
with by an independent technical international body which keeps 
these disputes out of the day-to-day conduct of foreign policy which 
the State Department is primarily concerned with. If we didn’t 
have this Organization, if all these things were dealt with only 
through bilateral diplomatic channels, they would be mixed up with 
all kinds of political controversies which we have with the countries 
In question. 

So in a sense to insulate these problems and keep them out of politi- 
cal diplomacy is itself a very great advantage. 

Mr. Mitts. Mr. Secretary, as I understand, you are referring in 
your answer to types of administrative procedures and actions that 
may occur under OTC by these technicians who are appointed as 
regular parts or members of the organization, who are working at 
it day to day. I understand also that OTC proposes some sort of 
General Assembly occasionally to which people from participating 
nations will go for some purpose. Am I correct that there is some 
general assembly in connection with OTC ? 

Secretary Duties. Yes; there is a body which is called the Assem- 
bly. I must say I do not think that is a very happy name for it, and 
I would have preferred something different. What it means is that 
the countries who have participated in this General Agreement on 
Tariffs and Trade and who have trade agreements between themselves 
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come together periodically to consider whether or not the OTC is 
functioning effectively and to review its activities and to make any 
suggestions which may seem to them wise from the standpoint of the 
administration of the general agreement. 

Mr. Mitts. Would this group, if it is not to be called General As- 
sembly, whatever it is to be called——- 

Secretary Duties. It is called the Assembly, I am sorry to say. 

Mr. Mitts. Yes, I see that it is under the program as proposed, but 
should it be given another name? Would it be proper for a delegate 
to that from the United States to propose that the OTC promote a 
program for the further reduction of tariffs under the existing 
authorities ? 

I am trying to envision what these people will talk about when they 
get together. 

Secretary Dutxes. I suspect that the kind of thing they will talk 
about, sir, is the administration of the general agreement—the review 
of complaints and disputes, the question of waivers and the like; as 
well as matters of budget and personnel, such as whether the people 
who are employed by the Organization are doing it sainipabiniehs and 
efficiently, and matters of staff organization. 

There are certain types of studies which the Organization will make 
for the purpose of gathering statistical material and things of that 
sort, making suggestions as to how the administrative functions of the 
OTC can best be discharged. 

Mr. Mus. But not the overall matter of whether or not tariffs 
should be lowered throughout the world. 

Secretary Dutuxs. No, sir, not the Organization itself. Tariff 
negotiations would be conducted by the individual nations. 

Mr. Mixs. And whether present trade restrictions could be elimi- 
nated through changes in customs ? 

Secretary Duties. That authority would be exercised only through 
changes of the Trade Agreements Act itself or under such existing au- 
thority, if there is still unexhausted authority, in the Executive as 
that which has been given to the President by the Congress. 

Mr. Mirus. On page 4 of the paper you presented here to the mem- 
bers, in the second paragraph: 


The Organization for Trade Cooperation is not a “self-amending” organisin 


Do you see the paragraph I am referring to? 
Secretary Duties. Yes, sir. 
Mr. Mitts. Then you say that 


No amendment to the Agreement on the Organization for Trade Cooperation 
could bind the United States without its consent. and if the executive branch 
felt that an amendment were in the interest of the United States and should 
be accepted, it would be submitted to Congress for approval. 

That means, then, that the organization itself may not amend its 
charter in such a way as to give it greater authority than the charter 
initially gives the Organization. The only way that it could have 
greater authority would be for the Executive of the various member 
countries to recommend to their parliamentary bodies such amend- 
ments as the Executives of the Governments felt should be made to the 
charter. Then Congress or parliaments would act in the same manner 
that they elected to create the organism and to bring their countries 
into membership in the Organization. Is that what you mean? 
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Secretary Duties. Yes, sir; your statement is correct as far as the 
United States is concerned. I would not want to say that in all of the 
countries they would have to go to their parliaments because the con- 
stitutional bounds of power are somewhat different in different coun- 
tries. 

Mr. Mirus. I understand, but those that operate the same that we 
do would follow the same course that we have to follow. 

Secretary Dues. Yes, sir. 

Mr. Mits. This is not, then, something that we start as a small 
organization and that we will see mushroom into something bigger 
through its own action. In other words, the countries adhering to this 
Organization still contro] it insofar as its growth is concerned, its 
power and importance. 

Secretary Duties. Yes, sir. 

Mr. Miuus. Thank you, Mr. Secretary. 

The Cuatrman. Any further questions? 

Mr. Reed of New York will inquire, Mr. Secretary. 

Mr. Rerp. Mr. Secretary, first of all I want to remove any possible 
stigma that might attach to you as a free trader. You are not a free 
trader, are you ! 

Secretary Dutues. I am not. 

Mr. Reep. When you represent the United States you favor tariffs, 
do you not ? 

Secretary Dutxes. I do. 

Mr. Reep. Is it not true, Mr. Secretary, that our United States 
tariffs are now among the lowest in the world? 

Secretary Dutues. I believe that is true, sir. 

Mr. Reep. Would you explain why hundreds of different industries 
are opposed to this bill ? 

Secretary Duties. I don’t know why they are opposed to it, Mr. 
Reed. It may be that they share some misunderstandings and preju- 
dices which I hope will be cleared up by the statement which I made 
here today. 

Mr. Reep. In other words, you feel that their opposition is because 
they don’t understand it; is that it? 

Secretary Duties. I cannot myself see any reason why they should 
oppose it. I suppose that persons who are in principle opposed to low 
tariffs and who want to have tariffs higher would prefer to see the 
present system break down and collapse. That would perhaps explain 
their actions. But those who wish to see the present system succeed 
as now embodied in the Trade Agreements Act, I think, would all 
want to see the OTC created. 

As I say, it may be that these groups that you refer to would prefer 
to see the whole system of reciprocal trade agreements collapse, and if 
so it would be logical for them, I think, to oppose the OTC. But if 
you accept the present legislation as the Executive does and want to 
see that produce the maximum benefits for the United States, then it 
would be logical, I think, to support the OTC. 

Mr. Reep. I would like to ask you this, Mr. Secretary : Aren't tariffs 
the mildest of trade barriers today ? 

Secretary Duuues. I think so, yes. 

Mr. Reen. In other words, there are trade barriers such as import 
licenses, embargoes, quotas, exchange controls, cartels, state trading. 
They are more restrictive than tariffs, are they not ? 
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Secretary Duties. Yes. I would think that on the whole such 
items as quotas and foreign exchange restrictions are greater obstacles 
to the movement of goods in international trade than are tariffs. 

Mr. Reep. These are things that disturb me. I hear from industries 
which create the payrolls and the American standard of living in many 
of the small towns and villages in my district. Many of those in- 
dustries are in a position where they could not survive without tariffs. 

Those are things which disturb me. We have had these trade agree- 
ments for at least 20 years, und yet foreign barriers to United States 
products have not been removed. I find that in 1953 one of the largest 
American appliance manufacturers managed to ship to England only 
one dishwasher. That is one of the industries in my congressional 
district. 

The bicycle manufacturing people are having their troubles because 
of imported bicycles. We have had testimony here before this com- 
mittee that, when they asked for tariff reduction abroad, England be- 
came very generous and at once reduced the tariff but then instituted 
a license system so that not a single American bicycle could get into 
Rngland. 

Y wis on the Randall Commission and so was Mr. Cooper, and we 
had a chance to hear a good deal of testimony. The Randall Commis- 
sion, which urged further cuts in our tariffs, acknowledged that by 
any test which can be devised the United States is no longer one of 
the higher tariff countries of the world. So this program is a little 
disturbing. 

Foreign nations are now able to place capital products on our mar- 
kets at will and, for instance, did so in 1953 to the value of $500,436,000. 
Imports of tools before the war were perhaps $1 million a year, but 
in 1952 they were $50 million a year. Textile imports rose from 
$382,720,000 on an average in the period 1936-40 to $926,110,000 in 
1953. I could go on indefinitely along those lines. 

I don’t see where we are benefiting. While we are enjoying pros- 

erity, it is all very well, but it is the general tendency, isn’t it, Mr. 
Becgothiny, for industry to move to those areas, either in this country 
or in foreign countries, where the wage rate is low? 

Secretary Duties. Let me say first that the adoption of the OTC 
does not involve any reduction of any tariff whatsoever. In fact, you 
could say that the adoption of OTC may facilitate the raising of 
tariffs, but does not require any lowering. In other words, it facili- 
tates the finding of abuses, and in the case of abuses it then authorizes 
a raising of the tariffs of countries who have granted tariff conces- 
sions where the other side has not properly responded. In other words, 
this is not a grant of any authority nor would it provide in any way 
for any further reduction of tariffs. 

It is true that we have probably on balance tariffs as low as any 
industrial country in the world, but it is also true that by and large 
we have far and away the most vital and vigorous and healthy economy 
of any industrial country in the world. I don’t know whether it is 
cause and effect or not, but certainly the fact is that while we are 
relatively a low-tariff country, we also have a very vigorous economy, 
relatively more so than the other industrial countries of the world. 


I think that comments on most of the points that you have made, 
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Mr. Reep. The thing that really bothers me is this: The average 
hourly earnings provided workers in the chemical industry in the 
United States are higher than abroad. That is what we are up against. 
How is the OTC going to be helpful to us? 

Secretary Duties. I do recall that you mentioned this question of 
the scale of wages, and I forgot to comment on it. 

I would not accept it as a fact, that industry goes to where labor 
is the cheapest. Certainly if you measure cheapness in terms of pay 
per hour of output, the efficiency of labor, the willingness of labor, are 
tremendously important factors. I have pointed out that in the Soviet 
Union where in effect you have forced labor, almost slave labor, on 
a very, very low pay basis, their labor produces less than one-third 
of that of the United States, although their population is very much 
greater. They have a population of 220 million, approximately, as 
against our 160 million. Yet our labor, with shorter hours, more 
leisure, produces over three times as much as that other labor does. 

The fact that labor is free, willing, and participates in the benefits 
of its productivity—all of those things attract industry because, as 
I say, willing labor, free labor, well-paid labor, produces far more 
than the other type of labor. 

So I do not think you can say as a generality that merely because, 
let’s say in China, you can hire people at very much less than you 
can in the United States, that that means that it would be advan- 
tageous for American industry to establish themselves in China. Some 
of them tried to do so for a time. There were efforts to establish, for 
instance, textile industries in China because of the cheapness of Chi- 
nese labor. They were never able to make any profits out of that 
kind of labor because they were lacking the qualities which make 
American labor the finest labor there is in the world. It is the highest 
post, but also because of the fact it is willing, efficient, and competent 
abor, produces the best results. 

I believe that that will continue to be the case. 

Mr, Rerep. Don Goldman, president of the Brewers Corp., in his 
appearance before the Randall Commission pointed out that pro- 
ductivity in their English plant is one-half what it is in their American 
plant. The English wage rates are about one-fourth that of their 
American plant. The average hourly earnings of industrial workers 
in the chemical industry in West Germany in May 1954 were 4114 
cents compared with $1.90 for workers in the United States chemical 
industry. Germany licked our domestic chemical industry once before 
and it was only the tariff which brought the industry back where it is 
today. Certainly we cannot charge the Germans with not being 
efficient in producing. They can produce just as much as American 
workers. 

Secretary Duties. The German labor is efficient, and there is, I 
believe, a substantial protection of our chemical industry under our 
present tariff rates, and nothing in OTC will reduce that by one iota. 

Mr. Reep. Mr. Secretary, I don’t want. to belabor the question, but 
I do want to get more in the record later. As you know, I have very 
deep convictions on this subject, and it is a very difficult position for 
me to be in to oppose what you are proposing. To be honest with 
myself and my constituents, Fine to state my position and T have a 


difference with the administration on this subject. 
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I thank you very much. 
The Cuarrman. Are there further questions? 

Mr. Boggs of Louisiana will inquire, Mr. Secretary. 

Mr. Boces. Mr. Secretary, a few years ago there was a lot of 
conversation which went, “Trade, not aid.” Since that time we have 
passed these trade bills. Now the Department is recommending a 
great increase in the aid program. Does that mean that the slogan, 
or whatever it was, “Trade, not aid,” has been abandoned, that the 
trade program hasn’t worked ? . 

Secretary Duties. That slogan was never a United States slogan. 
That slogan was invented somewhere else. 

Mr. Bocas. But it was used in the United States, was it not? 

Secretary Dutues. The aid to which you refer is not designed for 
the countries who invented that slogan. The shift of aid has been 
almost entirely away from Europe where, except for military aid 
and except for two or three special situations—Spain, Yugoslavia, and 
Turkey—there is no economic aid at all at the present time. The 
economic aid which is now covered by the Mutual Security Act is 
entirely directed, with the minor exceptions I referred to, to other 
parts of the world, chiefly Asia, and does not go to industrial countries 
or to countries that are competitive with the United States in industrial 

oods. 
f The increase that we are asking for is not great. As against $1,700 
million, I think, last year, we are suggesting $1,800 million this year. 
So the increase is not of great magnitude percentagewise. 

Mr. Bocas. You are talking about economic aid. 

Secretary Dutxes. I thought that was what you were referring to. 

Mr. Boces. That is right. Does that mean that in your judgment 
regardless of what you do about the trade program, there will be 
increasing demands for the foreign aid program / 

Secretary Duties. I would not like to forecast that they will be in- 
creasing. A good deal depends upon factors other than the actual 
amount. For instance, we are seeking this year greater flexibility and 
greater continuity. If we can get those two elements, I believe the 
actual amounts can go down because with those I believe we can ac- 
complish the necessary results in the countries of Asia with less 
money ; because under those conditions more money will come from 
other sources, such as private capital, and from the World Bank, which 
draws its funds from private capital. 

So while I believe that there will be a continuing need for a sub- 
stantial amount of economic assistance to these so-called less developed 
countries, I would not want to commit myself at this time to any 
prophecy whether that will be on an increasing or decreasing scale. 

Mr. Boces. Would you say that the slogan “trade, not aid” was one 
which just wasn’t true, that 1t was just a slogan? 

Secretary Duties. No, I don’t think so, because in fact, as I have 
pointed out, the industrialized countries of Western Europe are not 
getting any economic aid at all at the present time under our mutual 
security program. 

Mr. Bocas. Last year, if my memory is correct, the State Depart- 
ment came before this committee and made a very strong case for 
H. R. 1, I believe it was. Then after a very difficult fight on the floor 
of the House—I think there were one or two votes which provided 
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the margin by which the bill passed-—the administration, as I under- 
stood at that time, took the position that that bill as reported was 
essential and opposed certain amendments. Then the bill went to 
conference and in conference the administration reversed itself and 
said that certain amendments adopted by the Senate were satisfac- 
tory. I have always wondered about that, having been one who sup- 
ported the bill. I wonder what accounted for that change of position 
after we got to conference on the bill ? 

Secretary Duties. I don’t believe I can answer that because I] 
don’t think I was here at the time that particular question came up. 

Mr. Boces. Are you familiar with it? 

Secretary Duties. 1 know there was such an acceptance by the ad- 
ministration of certain amendments to the bill, and I believe it was 
based upon considerations of whether or not it would be possible tc 
get the legislation at all without those amendments. I think that 
was a matter which was the judgment of legislative advisers to the 
President, but as I say, I myself had no part in that particular 
decision. 

Mr. Bocas. You mean the State Department made no recommenda. 
tion one way or another on that? 

Secretary Duties. I would not want to say here-—I do not think 1] 
could properly say, in fact I don’t actually know, what the recom. 
mendations of the State Department were at that particular juncture 
but the advice that we give the President is, I think, privileged anc 
I don’t like to talk about that. 

Mr. Boces. So there was privileged advice given by the State De 
partment to the President which caused the President to reverse hi: 
position ? 

Secretary Duties. I assume, Congressman, that the State Depart 
ment was consulted about the matter because that would be the norma 
course of affairs. I did not myself participate in that process. 

Mr. Boaas. That is all, Mr. Chairman. 

The Cuatrman. Any further questions? 

Mr. Kean of New Jersey will inquire, Mr. Secretary. 

Mr. Kran. Mr. Secretary, it seems to me that much opposition t 
this is based on fear of the unknown. The wording is somewha 
innocuous; but the key to this question is the amendment, to whicl 
Mr. Mills referred. You stated in response to a question by M1 
Mills that any changes in this would be referred back to Congress 
Ts that essential? Could it not be done by executive agreement 
Must a change be referred to Congress or is that merely the polic 
of this administration ? 

Secretary Dutxes. It is the policy of the administration. I woul 
see no objection to that being stipulated in the bill if it is felt ther 
is any doubt about it. It is conceivable that some future administra 
tion might feel that it had the authority to accept amendments with 
out coming back to Congress, and if it was desired by the Congres 
to protect fully against that, I would see no reason why that coul 
not be incorporated into your legislation. 

Mr. Kean. You would have no objection to having it incorporate 
that it must come to Congress? 

Secretary Duties. No; I would have no objection to that. 

Mr. Kran. I certainly would favor that. 
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Another thing, I notice that article 30 of the agreement provides 
that amendments can be made by a two-thirds vote of the Organiza- 
tion. As I understand it, the only thing that the United States could 
do if two-thirds vote of the Organization favored an amendment 
which we did not favor, would be that we would just have to get 
out. Is that correct? 

Secretary Duties. Yes, we could withdraw; but no amendment 
could apply to us without our consent. 

Mr. Kean. I think there is fear that two-thirds of the people who 
don’t think as we do might bind the United States. 

Secretary Duties. If other countries turn the Organization into a 
kind of organization that we don’t want to be a member of, we would 
just get out; that is all. In effect, we would secede and set up a 
new organization. 

On the other hand, the practical risk of that is extremely negligible 
because there cannot be any effective organization functioning in this 
field without the participation of the United States. So we have in 
fact, although not in law, the equivalent, I think, of a veto power 
over the situation. 

Mr. Kean. We might be faced with a decision if there was an 
amendment which seemed not so awfully important but two-thirds 
of the membership voted for it, and the question would be if the 
United States was against it, the only thing we could do was to 
wreck the whole organization by getting out. 

Secretary Dutxes. That is true; we would be faced with a difficult 
problem, but the difficulty from our standpoint would not be nearly 
as great as the difficulty faced by the others; so I do not anticipate 
any practical difficulty on that point. 

Mr. Kean. Thank you. 

The Cuarrman. Are there any further questions ? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Smoarson. Mr. Dulles, I have in my hand H. R. 5550, which is 
a short bill. It refers, as you have told us, to another paper which, 
as I understand it, is GATT. We are asked now to pass a bill to 
administer GATT. Is that a correct statement? 

Secretary Duties. The other document which is referred to in this 
bill is the Agreement on the Organization of Trade Cooperation, which 
is a document which appears in the House print. It appears in your 
House print at page 9, which contains the text of that agreement. 
That agreement is = distinct, as I pointed out, from the General 
‘—— on Tariffs and Trade. 

. Srupson. There are 3 subjects, then, 3 papers. One is this bill 

H. R. 5550. Another is the agreement for the Organization for Trade 

ee and the other is the General Agreement on Tariffs and 
ade 


Secretary Duties. Yes, sir. 

Mr. Stimpson. We are asked to pass this bill in order to administer 
which one? 

Secretary Duties. The Organization for Trade Cooperation. 

Mr. Stimpson. That has never been before Congress as such, has it ? 

Secretary Duties. Never before. 

Mr. Stmpson. It has never been before Congress. 

Secretary Duutes. It was presented to Congress last year, but was 
not acted upon. 
75018—56——3 
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Mr. Stmpson. We have not had hearings on it ? 

Secretary Duties. No. 

Mr. Stmpson. Nor has it been enacted. 

Secretary Duties. No. 

Mr. Suowpson. We are asked now to approve H. R. 555 to provi 
the administrative authority which is vecommended by this admi 
istration. How closely is it associated with the ITO recommend 
by one of your predecessors in another political administration ? 

Secretary Duttes. I would say it is very largely disassociated fro 
ITO. ITO was an organization which was designed to have activiti 
in a larger realm of social and economic matters. It had a sort 
roving commission. 

Mr. Simpson. Are you opposed to it ? 

Secretary Dues. Yes, sir. 

Mr. Stmpson. This bill which you have described this morning do 
not, as I see it, involve very much, which leads me to think there mu 
be more to it than one sees. Otherwise, what is there that makes 
necessary to have Congress approve it? Specifically, what are t 
factors in this bill, H. R. 5550, for the administration of the Orga 
zation for Trade Cooperation agreement—what is there specifical 
which requires congressional approval now ? 

Secretary Duties. It could be argued that the Executive cou 
take, without congressional authority, all of the action required 
establish the OTC. 

Mr. Sumpson. Will it be so argued if it is defeated ? 

Secretary Duties. I do not think so, not by this administratic 
In the past, as you will recall, many of the features which are in t 
Organization for Trade Cooperation were embodied in the Executi 
agreements which the President negotiated pursuant to the Tra 
Agreements Act. The present Executive has a very highly develop 
sense of the importance of cooperation between the Congress and t 
Executive and is extremely anxious to avoid any appearance, eve 
of encroachment by the Executive on the cumnealane province. 

Therefore, he thought it was better to come to Congress and fi 
out what Congress feels about this Organization, and he felt that t 
Organization would be far more stable, assure continuity, and be bett 
able to carry out its functions if it had the approval of the Congr 
and not merely perhaps somewhat dubious approval merely of t 
Executive. 

Mr. Smurson. Does not the use of that word “dubious” refer 
GATT also? 

Secretary Duties. No. 

Mr. Srupson. You have no doubt with respect to GATT, but there 
a dubious circumstance with respect to the Organization for Tra 
Cooperation ? 

Secretary Duties. The general agreement is pursuant to expli 
congressional authorization. Whether or not OTC could be accept 
without explicit congressional authorization is a matter on which 
suppose constitutional lawyers would differ. The possibility of t! 
area of doubt may have been in part what led President Eisenhow 
to resolve the doubt in favor of going to the coordinate branch of t 
Government, namely, the Congress, which is what is represented 
this request. 
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Mr. Srurson. I interrupted and didn’t give you a chance to give 
me specific items in this bill, H. R. 5550, wherein there is doubt as 
to the Executive now having authority. 

Secretary Duxues. I would not feel qualified to do that, I am sorry 
tosay. I did not come prepared with a brief on that subject from my 
legal advisers, so I could not go through the thing paragraph by 
paragraph, Congressman, and give you the answer to that. All I 
can say is that it was the feeling that this had sufficient importance 
and significance and we hope long-range character so the President 
felt that the approval of Congress should be sought. I would say in 
these cases there is very often a difference between what is the tem- 
porary and ephemeral in character and what is deemed to be perma- 
nent. Lots of times the President can exercise executive authority 
and do something on a more or less temporary basis, but to do the same 
thing on a long-term basis should perhaps properly require the a2 
proval of the Congress. Because we hope and believe that this whole 
system of reciprocal trade agreements is a durable system and because 
we think that its administration on a sound basis should also be set 
up on a long-range, durable basis, the President comes to the Congress. 

Without having been technically informed by my legal advisers and 
just going on a horseback opinion of my own, as somebody who used 
to be a lawyer, I would say that the decisive factor is not the precise 
language as much as it is the thought that it would be appropriate 
to have consideration by the Congress of this sort of thing which is 
designed to have continuity and to be a permanent part of the inter- 
national structure to which we are a party. 

Mr. Stmpson. On that point, is it proper to say that if Congress 
approves this bill, H. R. 5550, it is thereby approving GATT in its 
entirety ? 

Secretary Dutzxs. I do not think that that is the fact. It will not 
be said by me, I can assure you. 

Mr. Sruurson. Would you be willing to accept an amendment similar 
to the caveat we have had in other legislation to the effect that nothing 
herein shall be construed to approve or disapprove GATT? 

Secretary Duties. I would think that unnecessary and undesirable, 
because, after all, the Congress has authorized the general agreement, 
and having authorized it, it doesn’t seem to me to be good practice 
then to seem almost to go back on that authorization and disavow or 
seem to disavow what the Congress has authorized. 

Mr. Sueson. In this bill, we are told that all we do is set up an 
administrative body for GATT. 

Now I come to the question which really concerns me, Mr. Secre- 
tary. As I understand, the personnel in this group to administer 
H. R. 5550 would be each country which is a member of GATT. 

Secretary Duties. Yes, sir. 

Mr. Srmpson. One of the obligations is to interpret the GATT 
agreement and administer it. 

Secretary Duties. To interpret it in the event of a dispute, yes. 

Mr. Stupson. To be judicial to that extent. 

Secretary Duties. Yes. 

Mr. Simpson. So when one says it is solely an administrative or- 
ganization we are setting up, that is not exactly correct because we 
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are empowering the group with a certain judicial or quasi-judicial 
authority, is that not right? 

Secretary Duties. Yes; I think it does have certain quasi-judicial 
functions. 

Mr. Stmeson. Some of the documents which are circulated around 
here use the word administrative, implying that there is nothing but 
paper work involved. That is not correct, is it, in the sense that I 
am referring to? 

Mr. Duutes. In the statement which I read I altered one word from 
the prepared text. The text originally read, “It is entirely admin- 
istrative.” I changed that in my own text to read “It is essentially 
administrative” for the very reason that you point out, Mr. Simpson, 
that it does have in my opinion some quasi-judicial functions. 

As I reread my statement coming down here today I thought it was 
slightly misleading to say it was entirely administrative. 

Mr. Srwpeson. Your greatest attribute is your scrupulous honesty, 
and we all recognize that. 

Unfortunately, things do circulate around which are not accurate, as 
your statement is. 

This group which will administer the agreement is the same group 
which gets together in GATT, and under the authority of their own 
countries have established the General Agreement on Tariffs and 
Trade. They will meet in the future and they are specifically em- 
powered to consider trade matters, to make suggestions with respect 
to tariff matters, and to reeoommend to GATT in addition to inter- 
preting and administering GATT. Then by simply changing their 
hat, as it has been pointed out, they become GATT itself. So while 
it is perfectly true that Congress could adopt an amendment setting 
forth in so many words that OTC may not in any sense be amended 
without approval of the United States, yet these same individuals, 
under their GATT hat can amend GATT within the limits of the 
claimed legal authority in their hands. Thereafter, OTC will ad- 
minister GATT as it is amended. 

I would be pleased to have your comments. What I think we are 
doing is in fact empowering this OTC with unlimited authority to do 
anything and everything that now or at any time in the future GATT 
says should be done. 

Secretary Duties. I would not accept that view, for this reason: 

While it is true that the Organization which administers the gen- 
eral agreement is made up of the states which are parties to the 
general agreement, which is quite appropriate, the authority to change 

e general agreement is in each case limited by the authority which, 
n this case at least, the Congress has given to the President. It is 
quite true that the President, to the extent that he has not already 
used and exhaused the authority given him by what was H. R. 1— 
tbe Trade Agreements Act—still has that authority. While it is 
quite true tat the suggestions can be made and properly made to the 
United States for further tariff concessions within the authority 
granted, I do not think that there can be any complaint on the one 
hand to the exercise by the President of the authority which the 
Congress explicitly has given him. It is equally clear that nothing 
in this Organization can endow the President with any authority 
other than that which Congress has explicitly given him. 
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Mr. Stmpson. That is correct, sir, but if they get together in OTC 
and then again in GATT, we have but one vote, limited of course by 
the authority granted our representative. 

Secretary Duties. But that one vote as far as the United States is 
concerned is the decisive vote. Nobody can vote upon us a reduction 
of tariffs. 

Mr. Srmpson. That is correct. 

Secretary Duties. If we vote no on that, there is no other vote 
that counts. 

Mr. Smmpson. By the same token if Congress passes a law contrary 
to GATT, then unless a number of our friends in GATT vote to 
excuse us via a waiver, GATT will authorize some sanction by a 
complaining country against us. Thus our legislative authority is re- 
stricted indirectly. We, by membership in GATT hamper Congress 
in its wise administration of domestic matters. 

I was privileged to meet in Geneva, when they were going over 
this matter. As I sat in those meetings where little countries were 
seeking permission of GATT to do the things which you now want 
them to do, namely, to become self-sustaining, independent and worth- 
while countries, GATT was denying them that right to regulate their 
domestic economy as they thought proper. I am afraid we are de- 
feating our purpose in seeking friends among the small nations of 
the world, by hampering them in their efforts to become self-sustain- 
ing, by the operation of GATT itself. 

Secretary Duties. You are quite right, sir, that where we have 
made agreements and then circumstances seem to require for special 
reasons a waiver of our agreement, the machinery for getting that 
waiver is through this Organization for Trade Cooperation. The 
only other remedy is we can get out or terminate our agreements 
entirely, which we have a right to do on proper notice. 

But I don’t know that we can expect to make agreements and then 
play fast and loose with them and have complete liberty to change 
them without regard to the parties with whom we have made the 
agreement. 

Mr. Stmpson. No, but I am afraid that we are hurting small na- 
tions seeking to become self-sustaining and economically relatively 
independent, by GATT’s efforts and policies of denying agricultural 
nations (the small ones) the right to protect industry within their 
borders, by quotas, and so forth. These small nations were told, “You 
are agricultural; remain so.” GATT has stated this policy publicly, 
“You are agricultural, and you have to stay there. Other countries 
will take care of the manufacturing.” Don’t the same men admin- 
ister the trade agreements now who favored ITO? 

Secretary Duties. I don’t recall who was there when you were 
there. I imagine it might have been Assistant Secretary Waugh. 

Mr. Srrpson. He is a fine man, but he didn’t do the work. It was 
done by so-called experts. All I can say is that the result was that 
these little countries, our friends. were being forced into a position 
that they did not like. I wish there were some way to have GATT, 
in all its completeness, in front of this committee so we could look 
into these details. I wish the Randall Commission recommendations 
had been carried out in such a way that GATT, the whole thing, 
could have been considered by the Congress. 
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That is all, Mr. Chairman. Thank you, Mr. Secretary. 

The Cuarrman. Are there further questions ? 

Mr. Mason of Illinois will inquire. 

Mr. Mason. Mr. Secretary, I think you have stated that anyone 
who was in agreement or approved of or believed in our reciprocal 
trade agreements program should be for this bill which seeks to imple- 
ment in a better and more effective way that reciprocal trade agree- 
ment program. Did you not? 

Secretary Duuues. I did. 

Mr. Mason. Then by the same token, anyone who has been opposed 
to the reciprocal trade agreements program, the idea of it, the thought 
of it, and has voted against every extension of it, would naturally 
be opposed to this bill which seeks to implement those reciprocal 
trade agreements. Wouldn’t that be the natural thing? 

Secretary Duties. It might be natural, but I don’t think it would 
be correct, if you will permit me to say so, because I believe that in 
these matters there is a proper day and a proper forum to argue them 
out. We had a long debate in the Congress about H. R.1. It was 
finally passed and became the law of the land. Now the issue is, since 
it has become the law of the land, are you going to let it operate efli- 
ciently or are you going to scuttle it by indirection? I think that 
anyone who is conscientiously opposed to the Trade Agreements Act 
has had his proper day in court. It was argued and the votes were 
counted and then it became the law of the land. This is a measure 
which merely provides for the more efficient administration of some- 
thing that Congress has already approved, and I do not think it 
necessarily follows that a person who voted against H. R. 1 should 
therefore automatically vote against this bill, because I believe since 
it has been passed and has become the law of the land, even the op- 
ponents of it should at least be willing to give it a decent chance to 
work as efficiently and competently as possible. 

Mr. Mason. Mr. Secretary, in view of the fact that my first im- 
portant vote in this Congress was against the first extension of the 
Reciprocal Trade Agreements Act in 1937, and that I have voted 
every single time against every extension since, and I do not believe 
in the idea of reciprocal trade agreements, regardless of H. R. 1, or 
any other thing which has been passed, and I don’t want to implement 
the reciprocal trade agreements, I find I cannot conscientiously vote 
for H. R. 5550 because it seeks to implement a thing that I am 
opposed to. 

With that understanding, Mr. Secretary, that is definite and specific 
and that is how I feel on this occasion. 

The CHairman. Any further questions? 

Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. Mr. Secretary, first I would like to congratulate you 
and the administration for your forthrightness in so framing this 
authorization so that it is referred to this committee rather than the 
course which was followed in the past with regard to the ITO which 
was so framed that it went to another committee which was felt by 
some to be a more sympathetic forum. 

There is a question which bothers me, and that has to do with the 
basic area that this organization will treat with and administer, 
namely, the general agreement. 
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In administering the general agreement they of course will also 
exert a terrific force in connection with any amendments or any 
changes which are to be made in the general agreement, for one thing; 
will they not? 

Secretary Duties. They would certainly exert an influence in the 
area of waivers and matters of that type, yes. 

Mr. Byrnes. One of the things I would assume that they would do 
would be to see whether the general agreement was capable of leading 
to the accomplishment of objectives that, let us say, the Genera 
Assembly might have in mind. 

Secretary Duuuxs. Yes, sir. 

Mr. Byrnes. If it didn’t do it, it would be their purpose to propose 
by resolution or some other fashion that the general agreement be 
amended in certain respects. 

Secretary Dutixs. Yes, sir. 

Mr. Byrnes. Yet any changes proposed never come to the point 
where they can be approved or disapproved by the Congress because 
the general agreement items are, at least under our present concept, 
matters for executive agreement rather than congressional action; 
it that not correct ? 

Secretary Duties. That is true, within quite narrow limits. 

If it were felt that the general agreement should be altered in 
certain respects and if those respects were within the authority which 
the Congress has already given the President, and if the President 
felt that it was in the national interest to make those changes, he 
would be empowered to do so without coming back to Congress be- 
cause he is exercising merely authority which Congress has already 
given him. 

On the other hand, you will recall that the authority he is already 
given in that respect by the Trade Agreements Act was rather narrow 
and limited and fas already very largely been exhausted by the Pres- 
ident. Therefore, there could not be any substantial further changes 
in the general agreement without coming back to Congress, either for 
specific or for increased general authority. 

Mr. Byrnes. But it is contended that the authority for all of the 
provisions of the General Agreement today go back to the Trade 
Agreements Act. 

Secretary Duties. Yes, sir. 

Mr. Byrnes. So there may be a lot more authority existing in the 
Trade Agreements Act to make further addition, further provisions 

in the general agreement or amendments to the present provisions of 
the general agreement. Isn’t that correct ? 

Secretary Dutxes. I do not think that there is any very great un- 
exhausted authority in the President under H. R. 1. In other words, 
you will recall his authority to reduce tariffs was limited to certain 
percentages on an annual basis. 

Mr. Byrnes. That is as far as rates, yes. 

Secretary Dunes. Yes. 

Mr. Byrnes. But the provisions of the general agreement as such 
go considerably beyond the matter of rates, as I understand. The 
rate schedule is just one item, and after that you get into the general 
agreements on how different countries will conduct themselves—other 
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trade items, procedures, and the administrative application of the 
rates, for instances, in our country. 

Secretary Duties. Yes, that it correct. I misunderstood you. I 
thought you were ae yourself primarily to tariff rates. 

Mr. Byrnes. I am not thinking in terms of rates because, frankly, 
I don’t think rates are an important item any more. I think there 
are other factors which have just as much to do with the matter of 
protection as do particular rates which are used. 

Since this organization is to administer an executive agreement 
which this Congress has consistently refused either to approve or dis- 
approve, I am having difficulty in seeing how we can at this time act 
to implement that agreement without looking at the agreement itself 
to see if this is something that we actually want to approve, without 
actually saying to ourselves “We approve of the general agreement 
and therefore we want to implement it, and this is a fine way.” 

It seems to me that is the issue that comes directly before us. 

Are the provisions of the general agreement, not having to do with 
the rates, the other provisions of the general agreement, such that we 
want to implement them? To do so, we must look at the agreement it- 
self and all its provisions. 

Secretary Duties. Let me try, if possible, to clarify the situation b 
what may be an analogy. Under the Mutual Security Act the Presi- 
dent is given authority to make a great many dispositions of a military 
and economic character with other countries, involving a total expendi- 
ture this year of I think around $4 billion. Now you have an organi- 
zation which administers that. It used to be the FOA. Congress 
decided to be more efficient and to administer it in another way. At 
least the Executive decided and recommended it to the Congress. So 
the Congress changed it about and created what is now known as the 
ICA, the International Cooperation Administration, which is now a 
semiautonomous body in the State Department, which they thought to 
be a more efficient manner of administering the Mutual Security Act. 
Congress did that without feeling that in doing that it had to review 
or pass in detail upon all of the manifold provisions which the ICA 
was to administer. 

I think this is somewhat analagous to that. Congress has given the 
President authority under the Trade Agreements Act to do a series 
of things. Hehasdonethem. We want to have an organization which 
we think will administer those things more efficiently and enable the 
American people to get more fully the benefits out of it which we think 
they are entitled to, so we ask Congress to approve our participation 
in this Organization for Trade Cooperation. I do not think that there 
is any necessary connection between that and the congressional ap- 
proval of what the President has done under his executive authority 
granted him by the Trade Agreements Act. 

Mr. Byrnes. If Mutual Security and its provisions was not working 
satisfactorily as far as Congress generally is concerned, instead of 
changing the agency, they would just stop the whole show. Here I 
think part of our problem comes about from the uncertainty of the 
authority which is granted to the President in the Trade Agreements 
Act to enter into agreements other than agreements as to the level of 
rates. As to rates, the authority is specific in the Trade Agreements 
Act as to what the President can do. We put limitations on what he 
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can do by way of rate changes. The other authority, though, which it 
is claimed has been granted, and which has been used to support other 
provisions of the general agreement, seems to be in such an area of 
uncertainty as to what kind of provisions in that area the President 
can enter into that it sehammduaiie raises questions about the creation 
of an organization which is going to implement those provisions. 

Is there any way that we can find or determine the limits of execu- 
tive authority under the trade agreements at the present time in areas 
other than specific rate change? 

Secretary Duxues. I don’t know how that issue can be decided un- 
less sometimes a case gets to the United States Supreme Court dealing 
with the matter. 1en you grant the President authority, do you 
not also grant him certain incidental authority to make effective the 
authority explicitly granted ? 

For 3 hp if you authorize a reciprocal reduction of tariffs, there 
is presumably authority to enter into agreements which will exclude 
the nullification of the reductions by the recipient country, the bene- 
ficiary country, through local taxes and so forth which would offset the 
benefits which we think we are getting through the reduction of tariffs. 

Of course, there is a gray area, I suppose, where the authority might 
be questioned. I have not heard any serious question raised as to the 
authority of the President to make these agreements. They are sub- 
stantially in the same form and cover the same topics which have been 
dealt with over a very considerable period of years now. There never 
has been any serious effort, certainly no successful effort, to challenge 
the Executive authority in those respects. 


Mr. Byrnes. Serious contention has been made that certain provi- 
sions of GATT go beyond what was at least or conceived as 
’ 


necessary authority in order to implement the basic authority to enter 
into some agreements to have reciprocal changes in rates of duty. 

I think that is one of the factors which complicates this matter. I 
know that it complicates it in my mind. 

Thank you, Mr. Secretary. 

The Cuatrman. Are there any further questions / 

Mr. Harrison of Virginia will inquire, Mr. Secretary. 

Mr. Harrison. Mr. Secretary, will you listen to something I would 
like to read to you and ask you if you agree with it or not. 

Failure to assume membership in the Organization for Trade Cooperation 
would be interpreted throughout the free world as a lack of genuine interest on 
the part of this country in the efforts to expand trade. It would constitute a 
serious setback to the momentum which has been generated toward that objec- 
tive. It would strike a severe blow at the development of cooperative arrange- 
ments in the defense of the free world. It could lead to the imposition of new 
trade restrictions on the part of other countries, which would result in a con- 
traction of world trade and constitute a sharp setback to United States exports. 
It could result in regional realinements of nations. Such developments, needless 
to say, would play directly into the hands of the Communists. 

Would you agree with that statement ? 

Secretary Duties. I would. I don’t know who said it but I would 
agree with it. 

Mr. Harrison. The President said it. 

Secretary Dutxes. I am more sure than ever that I agree with it. 
[ Laughter. ] 
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Mr. Harrison. Would you agree that this description of our need 
for OTC is still accurate: 

This legislation is even more essential today, now that the Soviets have stepped 
up their activities on the economic front. 

Secretary Duties. Yes, sir. I referred to that aspect of the matter 
in my prepared statement. 

Mr. Harrison. That is a statement by the President also. 

The Cuarrman. Any further questions? 

Mr. Sapiax. Mr. Chairman. 

The Cuatrman. Mr. Sadlak of Connecticut will inquire. 

Mr. Saptax. When you used the word “analogy” in response to a 
question by Mr. Byrnes, Mr. Secretary, I was reminded that your pred- 
ecessor in a previous administration had given blessing to another 
organization which was completely extralegal which bore the name 
of International Materials Conference. Though they could not re- 
ceive appropriations from the Congress—in fact, as I recall, I don’t 
believe they asked for them—they found means of sustenance through 
the State Department I became very much interested in the organiza- 
tion because it was set up to take care of materials and minerals during 
the Korean war. After my investigation I concluded that our stra- 
tegic stockpile was being short-handed by actions and decisions of 
this organization, which in due course went out of business. 

By analogy I foresee the prospect and possibility that the member- 
ship of the now supposedly defunct International Materials Confer- 
ence will again come into existence and into being as the OTC. Once 
again I foresee the possibility of the United States being shortchanged 
as a result of the agreements we made in GATT. If this organization 
nein as an appeals board, again I can see difficulty for the United 
states. 

May I also say, Mr. Dulles, that in your response to an inquiry by 
Mr. Simpson as to whether, if OTC was not approved, the Executive 
might be able to take care of our part of it you indicated we might 
be able to take care of our part of it you indicated we might have the 
ee of an extralegal organization being endorsed and sustained 

y our administration. 

Secretary Duties. I do not care to comment on the past administra- 
tion, but I think the scrupulous care which the President has taken 
in coming to the Congress with reference to OTC indicates that he 
would not try in any way to circumvent the authority of Congress 
or to commit the United States to international organizations which 
in any way would shortchange us. 

Mr. Sapiak. I admire and commend you for that, also for the 
statement which was in response to Mr. Byrnes, and on a previous 
appearance here, Mr. Secretary, I commended you for your forthright- 
ness in giving answers and I continue to appreciate that fine quality. 

Let me ask one further question: Since in the revision of your 
statement today, Mr. Dulles, you changed your description of OTC 
to be essentially administrative, is it your opinion that the OTC would 
then be the organization to act upon new members who might make 
application to take advantage of GATT? I have in mind, Mr. 
Secretary, that at the present time the Soviets are not members of 
GATT. The only country from behind the Iron Curtain presently 
a member is Czechoslovakia, and I believe there are waivers in the 
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agreements which prohibit the advantages which we give to them to 
devolve further down the line to the benefit of Soviet Russia. Would 
they then perhaps feel that it is easier to come into GATT by virtue 
of OTC, that OTC in administrative capacity perhaps would ui more 
lenient in admitting them, as we have seen in other organizations, such 
as I have seen at Helsinki at the Interparliamentary Union Conference 
last August where the Soviets came into that organization without 
much difficulty due to the minimum requirements for admission—now 
altered somewhat. The Chinese Reds desired to come into that organi- 
zation but were prevented at that time due to the charges made after 
the conference got uunderway. I wonder now, with the setting up of 
OTC, whether Soviet Russia, perhaps Red China, and others from 
behind the Iron Curtain, might see an advantage to coming into GATT 
where they did not see it previously. 

Secretary Duties. You cannot be a member of OTC unless you are 
first a member of the general agreement and have joined the general 
agreement. The whole trade practice of the Soviet and Chinese Com- 
munist bloc countries is such that it is, I think, quite unlikely that 
they would ever join or could join the general agreement unless they 
very radically changed their methods, because they do not put trade 
on other than a bilateral barter or state-trading basis. They do not 
have general or private trade. They do not conduct their trade on the 
basis of most-favored-nation clauses or anything of the kind. You 
will recall that Czechoslovakia became a member of the general agree- 
ment before it was taken over by the Communists. 

Mr. Sapuak. I am glad to have your comments, Mr. Dulles. I have 
no further questions, Mr. Chairman. 

The CHarrman. Mr. Forand of Rhode Island desires to inquire. 

Mr. Foranp. Very briefly. 

Mr. Secretary, should this bill become law how helpful would that 
be to the textile industry in New England which is struggling for 
existence under the pressure of Japanese textile imports? 

Secretary Durxes. It would provide a possibility of getting waivers 
more quickly than exits at the present time. 

Mr. Foranp. You do not believe it would make it more difficult to 
invoke quotas or the escape clause ¢ 

Secretary Duties. No, certainly not. 

Mr. Foranp. It would not make it more difficult ? 

Secretary Duties. No. 

Mr. Foranp. Thank you. That is all. 

The Cuarrman. Mr. Curtis of Missouri will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, I have a series of questions and I hope 
to try to make them as brief as possible. Before I embark on them I 
want to say I hope [ have an open mind on this entire subject. I have 
no preconceived notions, and I don’t intend to convey that as I ask the 
questions. 

Secondly, I would like to observe that I think in this area most 
poets in this country have the same objective, the objective stated 

y you. I believe there is a need for increased world trade and of 
course, with that, international trade cooperation. I see Mr. Mason 


has left, but I think Mr. Mason shares those same views and same 
objectives. 








32 ORGANIZATION FOR TRADE COOPERATION 


This business of trying to resolve these serious issues by epithets, 
by the use of “isolation” by one group or “one worlders” by the other, 
in my opinion is unnecessary and quite serious. 

As far as the substantive features of the particular bill before us, I 
am not too concerned about that, I must say. To me it is a procedural 
question of how we set ourselves up so that we will handle our trade 
problems. Whether or not you have high or low tariffs as a result of 
it, whether or not the textile industries might be protected or not 
protected, from my standpoint is something that would be worked 
out if the procedures are good. I am posing this question not because 
T am a Member of Congress but rather because I see in the institution 
of the Congress a well-established and what I regard as a well-proven 
procedure for the different interests in this country to present their 
cases and have them debated and resolved. 

I don’t believe that the State Department, for example, an arm 
of the executive department, is well set up to provide such a forum 
for the different interests in the country to present their cases and 
have them properly debated and resolved. If Congress is going to 
delegate its powers in this area, I think it is most important that they 
spell out in some detail the delegation so these basic rights of our 
citizens through petition to Congress are protected. 

Last year, I think it was, when we had hearings on this, I directed 
a series of questions I believe to you, the Secretary of Commerce, 
the Secretary of Labor, the Secretary of Agriculture, and I remem- 
ber Mr. Stassen, head of whatever the foreign aid agency was called 
at that time. It gets new names. It still smells the same, sweetly 
or unsweetly, depending on the person observing. 

I was anxious for them to give to me, not to me but for the record so 
the rest of the Congressmen could see, whatever procedures had been 
set up in the various executive departments whereby the citizens of 
this country could process their views and their complaints and, to be 
honest with you, I was not very well satisfied with the information 
given on the procedures which were set up. I don’t think many of 
the administrators had been thinking in those terms. 

Yet it is in those terms that I am most concerned, because our citi- 
zens have to have and should have a forum to present their views 
as affects their special interests, as affects their sections, and so on. 

Now getting to the specific question which Mr. Byrnes developed 
very well, of just where has Congress delegated this authority. You 
referred to the Trade Agreements Act of 1947, I presume, but essen- 
tially it is the original Trade Agreement Act of 1934, as amended 
up to date. Am I not correct? 

Secretary Duties. Yes, sir. 

Mr. Curtis. I am reading from the material prepared by our com- 
mittee staff, the Agreement on the Organization for Trade Coopera- 
tion, let’s see if it has a document number. It does not seem to have 
a document number. 

Secretary Dutues. No; but I have it before me, I think. 

Mr. Curtis. I was trying to get the record straight. It is printed 
for the use of the members of the Committee on Ways and Means. On 
page 24 it sets out part III of the Trade Agreements Act of June 24, 
1934, as amended under subheading (a) is this language: 
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To enter into foreign trade agreements with foreign governments or instru- 
mentalities thereof. 

As near as I can gather, that is the language that gives the au- 
thority. Is there any other language that gives the Executive au- 
thority to enter into GATT, to be specific? 

Secretary Dutixs. That is the primary source of authority. Of 
course the act has to be read as a whole. 

Mr. Curtis. Yes; I appreciate that. As you say, it has to be read 
as a whole because in the preceding paragraph it sort of defines what 
you are doing this for, a sort of preamble, and down in there it says—- 
the President, whenever he finds as a fact that any existing duties or other im- 
port restrictions of the United States or any foreign country are unduly burden- 
ing and restricting foreign trade. 

So we do get some further definition of what Congress might have 
meant by foreign trade agreements. 

To develop this, I then turn to page 38, which sets up the objective 
under GATT. I don’t find in my own mind that they conform to 
the authority that Congress has conveyed, because in the text of the 
article—I am not sure whether this is the exact language, and it is 
important to get the exact language—under the item “Text of Article,” 
starting out with 1, it says this: 


The contracting parties recognize their relations in the field of trade— 
that is fine. That conforms to our authority. Then it goes on and 
says— 
and economic endeavor. 


The words “economic endeavor” open up a vast area away beyond 
any conception of trade. Then section 2 of course says what the con- 
tracting parties are trying to do, to set out various— 
tariffs and other barriers to trade and to the elimination of discriminatory 
treatment in international commerce. 

Thumbing through the booklet just by topics, articles I, II, III, and 
so forth, we begin to get into some of the details of what GATT thinks 
is its — Article XVIII on page 63, is one which I thought 
would particularly points up the question. 


Governmental Assistance to Economic Development. 


Of course it is perfectly true if you take the word “trade” and all 
the implications of trade and all the economics that go to effect trade, 
there is no end to the authority that could be granted by the Congress 
to the executive in entering into trade agreements if we are going to 
include anything that affects trade. 

It doesn’t seem to me that the language that Congress used ever 
intended—and I can’t conceive how anybody could conceive that it 
was intended—to give the jurisdiction that GATT has assumed. 

Having said that, we then come to the next point, that Congress 
very specifically said, again referring to page 24: 

That the enactment of the Trade Agreements Extension Act of 1955 shall not 


be construed to determine or indicate the approval or disapproval by the Con- 


gress of the executive agreement known as the General Agreement on Tariffs 
and Trade. 


As Mr. Byrnes pointed out, the Congress has taken that position. 
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The executive department is now coming before the Congress and 
asking us for additional authority in the nature of implementing 
these agreements under the GATT agreement, and at the same time 
we are told that we aren’t being asked to approve the authority that 
the Executive has exercised. I do believe, and I think every one rec- 
ognizes, that there are some serious doubts in the minds of many of our 
citizens and in the minds of Congressmen whether the Executive has 
confined itself to the powers granted. If that is so and if those doubts 
are honest doubts, I should think that this matter would be presented 
to the Congress, and by this matter I mean GATT. Why isn’t GATT 
presented to us or at least these questions which are raised? There is 
no question in my mind about the power of the President to enter into 
multilateral trade agreements as oe to just bilateral under the 
authority of this act, but I seriously question whether the authority 
exists to enter into such a wide and extensive agreement such as 
GATT is, which covers all economic aspects, almost, involved in trade. 

The basic question is, Why isn’t GATT presented to the Congress 
so we can determine what the jurisdiction should be? Why don’t we 
spell the jurisdiction out? That is where the fear lies. I think it lies 
in the minds of our citizens because we have not spelled out what 
can be done. The interpretations of what can be done have been so 
broad that it would cover almost anything. 

Secretary Duties. I would not accept the view that the President 
in negotiating and concluding the general agreement has gone beyond 
the authority which Congress gave the President. I would be glad 
to arrange to have that matter more thoroughly presented to the 
committee if any particular points in that respect are raised, but I 
believe that the authority exercised by the President is authority 
which he quite clearly possesses. 

You asked why should not the general agreement be brought back 
here. That goes to the whole heart of whether you want to handle 
these matters by congressional action or by delegation. 

Mr. Curtis. No, not the whole act, but those parts that have to do 
with the jurisdiction of GATT. In other words, what is meant by 
the words “trade agreements”? What should it include? All eco- 
nomic aspects of trade, which would involve the internal situations in 
countries, or should it be limited to terms like exist in duties and other 
pet restrictions ? 

hat is the information I would like to have as to the reasoning of 
the executive department as to why they think GATT does not exceed 
the authority granted in the Trade Agreement Act. I think it is 
very vital in our discussion of OTC. 

Secretary Duties. I am not clear whether your point is that the 
Trade Agreements Act is too broad, or whether your point is that 
the President has exceeded the authority given him by the act. 

Mr. Curtis. I am giving you my own tentative personal opinion. 
I again say I hope I have an open mind on the thing. My tentative 
opinion is that the Congress never intended the words “trade agree- 
ments” to be interpreted to include all economic aspects of trade. 
They clearly, it seems to me, were referring to existing duties or other 
import restrictions. Those words have a more limited meaning than 
the words which you find in the preamble of GATT, where it uses 
words like “trade and economic endeavor.” 
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The congressional act doesn’t say anything about trade and economic 
endeavor. It doesn’t concern itself about some of the language in the 
objectives of GATT saying assuring full employment, large steadily 
growing volume of real income, and so forth, discussing the effects 
that we hope the development of international trade will have on the 
domestic economy. 

I can’t reconcile the authority of the Trade Agreements Act with the 
scope of jurisdiction that GATT seems to adopt and certainly as it 
has operated it goes into those areas. 

I know we are running short of time. I wonder, Mr. Secretary, if 
the chairman of the committee will agree, that your Department could 
prepare something along that line, stating your position on it. Again, 
this is a legal question and a constitutional law question to a large 
degree. As far as I am concerned, that is the heart of this matter. 
I would be very hesitant to go ahead and implement an organization 
like GATT by giving it an administrative setup unless I were sure 
that he already had its jurisdiction confined to what the Congress 
intended. 

Mr. Foranp (presiding). The Chair is sorry to interrupt but the 
bells have rung for a quorum, and we will have to get over to the 
House. 

Mr. Curtis. Could I make this suggestion, Mr. Chairman: I have 
a series of questions, but to save the time of the committee and the 
Secretary, I mainly want an answer for the record and if I were to 
submit them in writing to the Secretary, the only think I would like 
would be to have the answers back in time so that I could use that 
material in our executive sessions as well as possibly in questioning 
other witnesses. 

Mr. Foranp. Without objection, it is so ordered. 

(The information requested by Mr. Curtis appears following the 
testimony of Secretary Dulles.) 

Secretary Dues. Is there time for me to make one remark? 

Mr. Foranp. Yes. 

Secretary Duutzs. It is quite true that at page 38 there is a general 
statement about raising living standards, insuring full employment. 
and so forth. That language in fact is almost an exact replica of 
what is found in the charter of the United Nations, in the economic 
section of that, as a broad statement of objectives to which the United 
States is already committed by the United Nations Charter, which is 
almost exactly duplicated here. When-you go on from that preamble 
to the actual substance of the agreement, I do not think that you 
will find that it goes in any respect beyond the very reasonable and 
close interpretation of the Trade Agreements Act. But I would be 
glad to try to document that if there are any particular points that 
you would like to raise. 

Mr. Curtis. The one I used, just to illustrate the point, was Article 
XVIII, Governmental Assistance to Economic Development. That 
is stretching it pretty much beyond the word “trade,” it seems to me, 
but I know we haven't time now. 

Mr. Chairman, I am sort of at a loss to know how to go procedurally. 
1 am anxious to get answers to this series of questions, not only for 
my own benefit. I am looking at myself here as a Member of Con- 
gress serving on a committee to ask questions to elicit information 
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so it will be in the public record so my colleagues who are not on this 
committee will have the benefit of it. Many of the questions I am 
asking are questions which have been asked of me by my colleagues 
and, I might say, by my constituents. 

Mr. Foranp. The question is whether or not you could submit a 
list of questions for the Secretary or his staff to prepare the answers 
to for the record. 

Mr. Curtis. That is what I suggested but I think Mr. Simpson 
makes a very good point, and I feel too that the questions I am ask- 
ing are very important and concern basic data which ought to be 
available to the public during the public hearings. Then we get into 
the problem of the Secretary’s time and the time of the committee. 

Mr. Foranp. The Secretary tells us he has to leave. Could mem- 
bers of his staff answer the questions for you to your satisfaction? 

Mr. Curtis. That I don’t know. 

Mr. Sureson. Mr. Chairman, we repeatedly run into that situation. 
Mr. Secretary, when you are not here people will say “I don’t know 
what the Secretary’s position is,” and they don’t. I don’t criticize 
them for that. It is obviously not as satisfactory as to have it from 
the Secretary. Mr. Curtis is developing an important point and I 
would like him to fully develop it. I would like to know whether 
on the basis of claimed authority now some President in the future, 
on the basis of present law, could agree to an amendment to the act 
which would include everything which was in ITO. 

That is a specific question. 

Mr. Curtis. That was my next question. 

Mr. Foranp. Would it not be better to ask that the Attorney Gen- 
eral or the General Counsel for the State Department pass on that 
question of law # 

Mr. Curtis. The State Department has been administering that, 
Mr. Chairman. I think the question might well be asked of them, 
too, but I think certainly the question has to be posed to the State 
Department which has been administering this program. 

Mr. Srpson. Mr. Chairman, I think if the Genceeiry is here we 
can ask him; if not, we can go ahead and ask other witnesses. 

Mr. Foranp. I think that is the best thing to do. 

We thank you, Mr. Secretary. We have to go to the floor. 

The committee stands adjourned until 2 o’clock. 

(The questions propounded by Mr. Curtis, and material in reply 
thereto, are as follows vi 


ORSERVATIONS FOR COMMENT AND QUESTIONS PROPOUNDED TO SECRETARY DULLES BY 
CONGRESSMAN THomAs B. CurRTIS 





Mr. Secretary, I wish to preface my questions and remarks with the statement 
that I have tried to keep an open mind on the question of the enactment of H. R. 
5550 and though my remarks and questions may seem to present a specific point of 
view, this is only an expression of tentative views in order to bring out the 
information I am seeking. 

Next, I would like to say that I believe almost everyone agrees with the basic 
objectives you have stated * * * we all want increased foreign trade inasmuch 
as we believe that increased foreign trade does bring with it the benefits to 
ourselves and our sister nations abroad as you have expressed. The issues 
revolve around the procedures we should follow to attain these objectives. It 
does little good in trying to resolve these issues by calling one side isolationists 
and the other side one worlders, as many people do. 
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I would further state, as I approach this present problem, I am concerned not 
with substantive matters such as whether the tariff structure will be higher or 
lower or whether a specific industry will benefit or be hurt, but rather with pro- 
cedural matters. I am satisfied if we arrive at the proper procedures the sub- 
stantive matters will have the best of our society’s wisdom directed to their 
solution and so have the best chance of being solved correctly. 

Essentially we are talking about a delegation of authority from the Congress 
to the Executive. Now I do not approach this question jealously as a Congress- 
man, but rather as I see in the institution of the Congress a well-established and 
I would say a well-proven procedure where the different interests in our society 
can present their cases, have them debated and resolved. 

The State Department and the other departments being arms of the Executive 
branch of the Government are not well set up to provide the type of forum that 
the Congress provides. 

Now if Congress is going to delegate powers to the Executive it is also quite 
important, as I see it, that the Congress spell out that delegation. Congress 
must see to it that there remain proper forums for the people to present their 
problems. Involved in this question is the constitutional right of our citizens 
to petition the Congress. 

It was with this background in mind that last year I asked searching questions 
of the State Department and other departments of the Executive branch of the 
Government about the administrative procedures that had been established by 
the executive agencies whereby industrial, farm, labor and other interests could 
present their points of view on matters to be negotiated or which had already 
been negotiated by GATT. 

I was disappointed then that statements on this subject were not available 
so that witnesses from the various departments could have been examined by 
this committee on these matters. Again this year there are no statements on 
these matters. 

In lieu of such statements, I do request that information be supplied at this 
time of these procedures. I am anxious to know whether these procedures are 
firmly established by Executive order, how the public is informed concerning 
them, and how they may be and have been amended from time to time. I am 
asking the same information of the other departments of the executive branch 
of the Government for similar data as it applies to matters under their juris- 
diction. 

Now to some specific questions. You have stated, Mr. Secretary, that the 
authority for the Executive to enter into the multilateral agreements of GATT 
rests in the Trade Agreements Act of June 12, 1934, as amended. Referring to 
page 24 of the document prepared by the staff of the Ways and Means Committee 
entitled “The Agreement on the Organization for Trade Cooperation * * * 
H. R. 5550, ete,” I find this sentence “(A) To enter into foreign trade agree- 
ments with foreign governments or instrumentalities thereof :’’. Is this the extent 
of the authority you refer to? Or is there other authorization? 

Do you think that this authorization is limited by the clause immediately 
preceding the sentence I have quoted * * * “* * * whenever he (the President) 
finds as a matter of fact that any existing duties or other import restrictions 
of the United States, or any foreign country are unduly burdening and restrict- 
ing the foreign trade of the United States and that the purpose above declared 
will be promoted by the means hereinafter specified,”? If so, do you believe 
that the limitation is to the area that the words “trade agreements” and “duties 
or other import restrictions” describe? 

Perhaps the point of these questions may be sharpened by referring to the 
preamble of GATT as set out on page 38 of the House Ways and Means Com- 
mittee staff document. The objectives of GATT seem to refer to “trade and 
economic endeavor” and “2 * * * reduction of tariffs and other barriers to 
trade.” The words “trade agreements” as used in the Trades Agreement Act are 
not as broad as the words “trade and economic endeavor” nor are the words 
“duties and other import restrictions” as broad as the words “tariffs and other 
barriers to trade.” 

Does GATT include subject matter beyond the scope of the authorizing words 
in the Trade Agreements Act as amended? : 

For example has Congress through the power granted to the Executive to 
enter into “trade agreements” and to modify “existing duties or other import 
restrictions” granted to the Executive power to enter into agreements on currency 
exchange, health standards applied to the manufacture of certain food items 
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like cheese? I emphasize these are merely examples to point up the broad 
question. 

What in the opinion of the State Department is the limit, if any, of the 
subject matters that may be incorporated into “trade agreements” under GATT? 

Logically there is a vast area of “economic endeavor” that justifiably can be 
said to affect “trade.” Does the authority granted the Executive by Congress 
in the Trade Agreements Act extend to all economic matters which affect trade 
or is it limited to “existing duties or other import restrictions” and the tra- 
ditional subject matters of trade agreements? 

Isn’t it important to spell out in some detail what the limits of the authority 
granted to the Executive are? And if the jurisdiction needs broadening by 
specific words? 

In light of how the previous questions have been answered, in your judgment, 
would it be possible for the objectives of ILO to become incorporated into GATT 
as proper subject matter under the delegation of authority in the Trade Agree- 
ments Act? 

Although OTC may not have self amending powers, doesn’t GATT have broad 
self amending powers? What are the limitations on GATT’s self amending 
powers? 

Will not OTC combine executive and judicial (interpretive) powers? Is such 
a combination of powers good procedure? 

Doesn’t GATT have legislative powers? If so, inasmuch as the party com- 
position of GATT is the same as OTC isn’t there a lack of separation of 
powers? Is this good procedure? 

Though you have stated that “General Assembly” is not a happy name for 
certain of the procedures set up in the proposed OTC suspicions have been 
expressed that the name reveals the philosophy of those who proposed it. 
Would you comment? 

Finally would you comment on the following observations and questions. 
GATT formed as part of ILO was originally visualized as having jurisdiction 
far and beyond the traditional subject matter of “trade agreements.” This 
jurisdiction though cut down still retains verbiage, thoughts, and overtones of 
its origin. 

The Trade Agreements Act, on the other hand, grew out of an attempt by the 
Congress to set up better procedure for writing tariff legislation. I believe it 
is historically correct to say that one of the early advocates of passing more 
authority to the Executive for writing the detailed tariffs schedules instead of 
the Congress, where the log rolling pressures were great, was William McKinley, 
a high protectionist. The jurisdiction of the Ways and Means Committee in- 
cluded customs regulations and the more classical examples of ‘‘import restric- 
tions” derived as they were from the basic power to tariffs. Through this 
origin the Ways and Means Committee obtained jurisdiction over the Trade 
Agreements Act. 

Much thought and effort has been devoted in the past and present to working 
out the statutory details of delegating powers to the Executive over writing 
and administration of tariffs and import restrictions. The creation of the Tariff 
Commission and the Bureau of Customs are tangible evidence of some of this 
legislation and thought. So are the peril point and escape clause provisions in 
the Trade Agreements Act. 

The areas of governmental power over trade and related economic matters 
which GATT envisages, but the Trades Act does not (in my tentative judgment), 
have not received much analysis or thought. 

If Congress did delegate these additional powers which your interpretation 
indicates, should not this delegation be determined beyond question and should 
it not be spelled out in some detail? Among other reasons so that our citizens 
know how to proceed when they have problems in this area of governmental 
activity? 

If the Executive believes there is a broad grant of power, should not the area 
of power be reexamined to see what powers indeed the Executive needs and 
what powers, if any, may neither be wanted nor needed? 

It is my tentative belief that it is in this area of uncertainty that the fear 
and confusion lie. Clear this up and I believe there will be less basic objection 
to (a) the Executive having clear power to enter into multilateral “trade agree- 
ments” limited to the more traditional concepts of the subject matter of trade 
agreements including a spelled out list of possible “trade barriers” with the 
general procedures for implementing these powers outlined, (b) the establish- 
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ment of an international administrative body into OTC to carry out the intent 
of these multilateral agreements. 

Would the State Department have any objection to an amendment of the 
authority to enter into trade agreements in the form that was originally contained 
in H. R. 1 as introduced? 

I have received a copy of Revision of Rules of Procedure by the Committee 
for Reciprocity Information dated August 16, 1954. Are there any rules of 
procedure adopted by the Committee on Trade Agreements? If so, will you 
supply a copy? 

What formalization has there been by Executive order or otherwise of the 
procedures whereby data received by the Committee for Reciprocity Information 
or by the Committee on Trade Agreements is put in the hands of those charged 
with the actual negotiations of trade agreements under GATT? What formaliza- 
tion by Executive order or otherwise has there been concerning the number and 
qualifications and who appoints the personnel making up the delegation of nego- 
tiation? 

Why was it necessary to obtain a waiver from GATT in regard to our 
domestic agricultural programs? 


DEPARTMENT oF State, Washington. 
The Honorable JERE Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives. 


Dear Mr. Cooper: In your letter of March 8, 1956, signed by Mr. Irwin, you 
asked the Department to supply information in response to questions prepared 
by Mr. Thomas B. Curtis and set forth in a memorandum enclosed in your letter. 
The information which you requested concerned the proposed Organization for 
Trade Cooperation, the General Agreement on Tariffs and Trade, and the Trade 
Agreements Act. In addition to the questions submitted in your letter, it is 
understood that the Department’s comments were requested on a matter raised 
by one of the witnesses testifying at the recent hearings in opposition to H. R. 
5550. 

Enclosed is a memorandum commenting on each of the questions presented 
by Mr. Curtis, and on the additional question, which is discussed at the end of 
the Department’s memorandum. 

Sincerely yours, 


Rosert ©. Hrr1, 
Assistant Secretary, 
(For the Secretary of State). 
Enclosure: Comments on questions presented by Mr. Curtis. 


COMMENTS ON QUESTIONS PRESENTED TO THE SECRETARY OF STATE BY THE 
HONORABLE THOMAS B. CurRTIS IN CONNECTION WITH H. R. 5550 


1. United States trade agreement procedures—request for description of proce- 
dures and of formation of delegations. 


Comment: The Department has submitted a memorandum to the committee 
describing the procedures followed by the executive branch in connection with 
the negotiation of trade agreements and the participation of the United States 
in the meetings of the contracting parties to the General Agreement on Tariffs 
and Trade. This memorandum included a discussion of the selection and 
designation of personnel to represent the United States in negotiations and in 
the meetings of the contracting parties to the general agreement. The mem- 
orandum was transmitted to the committee by letter dated March 14, 1956. 

It is understood that other agencies represented on the interdepartmental 
committees concerned with the trade agreements activities have also submitted 
memoranda and that these memoranda cover, in particular, the various proce- 
dures which apply to the participation of the individual agencies in the trade 
agreements program. 

The memoranda submitted by this Department and the other agencies cover 
and supplement information which had been presented to the committee in 
connection with the hearings on H. R. 1 of the present Congress. 
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2. Is the authority for entering into the General Agreement contained in the 
Trade Agreements Act? 


Comment: Yes. 

A discussion of this authority is contained in a memorandum prepared in the 
Office of the Legal Adviser of the Department of State, dated March 19, 1956, 
and entitled, “Principal Legal Questions Raised Relating to H. R. 5550.” Copies 
of this memorandum were transmitted to the committee on March 19. 


3. Is the authority provided in the Trade Agreements Act to enter into agree- 
ments limited by the condition that the President must first find “as a fact 
that any existing duties or other import restrictions of the United States or 
any foreign country are unduly burdening and restricting the foreign trade 
of the United States and that the purposes” set forth in the act “will be 
promoted by the means” specified in the act? If so, is the limitation set by 
the “trade agreements” and “duties and other import restrictions”? 


Comment: The authority of the act to enter into trade agreements is limited 
by the stated condition so that the authority cannot be exercised unless the 
President has made the above findings of fact. It is true that the content of 
agreements relating to trade matters concluded before enactment of the Trade 
Agreements Act and the meaning of “restrictions” as demonstrated by that 
act and its legislative history, both before and since its original enactment, are 
determinants of the scope of the President’s authority thereunder. This is 
pointed out in part (2) of the Memorandum on Principal Legal Questions. 


4. Certain terms in the act do not appear as broad as similar terms in the Gen- 
eral Agreement. Does the General Agreement include subject matter beyond 
the scope authorized by the act? 


Comment: No. The provisions of the General Agreement relate to govern- 
mental barriers to trade and agreed to by the United States under the authority 
of the President pursuant to the Trade Agreements Act. This question is dJis- 
cussed thoroughly in the Memorandum on Principal Legal Questions (pp. 4 
through 16). 


5. What, in the opinion of the State Department, is the limit, if any, of the 
subject matters that may be incorporated into the General Agreement? Does 
the authority of the Trade Agreements Act extend to all economic matters 
which affect trade, or is it limited to “existing duties or other import restric- 
tions” and the traditional subject matters of trade agreements? Isn’t it 
important to spell out in some detail what the limits of the authority are, 
and if necessary, to broaden the jurisdiction by specific words? 


Comment: The purpose for which the President may enter into trade agree- 
ments and the subject matters with respect to which he is authorized to proclaim 
have both been designed by Congress to encompass broadly matters having a 
direct bearing on trade. The Memorandum on Principal Legal Questions dis- 
cusses the scope of the provisions which might be included in the trade agree- 

-ments which are authorized, and sets forth the legislative history of the Trade 
Agreements Act on this point and the scope of agreements concluded prior to 
the enactment of the Trade Agreements Act. (See Memorandum, pp. 5-12. The 
limits are discussed on p. 15.) 

Consideration has been given to spelling out in the Trade Agreements Act the 
fact that the President could, in entering into trade agreements, include general 
provisions of the kind which have been included in such trade agreements since 
the inception of the trade-agreements program. (See Memorandum on Principal 
Legal Questions, p. 10). The Ways and Means Committee, in considering this 
proposal in connection with H. R. 1 (which became the Trade Agreements Exten- 
sion Act of 1955), considered that the additional language proposed merely con- 
formed to what was already the existing scope of the President’s authority. The 
minority of the committee also concluded that the language was unnecessary. 
The Senate Finance Committee recommended the deletion of the proposed 
language, and the language was not incorporated in the bill as passed. (See 
Memorandum on Principal Legal Questions, pp. 10-12.) 

With regard to the question as to whether the scope of the Trade Agreements 
Act should be broadened, the Department does not at this time see any such 
need. 
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6. Would it be possible for the objectives of the ITO to become incorporated 
into the General Agreement as proper subject matter under the authority 
of the Trade Agreements Act? 


Comment: The subject matter of the Charter for an International Trade Or- 
ganization covered subjects which are not embraced within the General Agree- 
ment and which could not be incorporated in the General Agreement under the 
authority of the Trade Agreements Act. The Trade Agreements Act contains 
ample authority for the provisions which have been included in the General Agree- 
ment. The act does not contain authority, however, for an extension of the 
scope of the general agreement beyond matters relating directly to governmental 
regulations of international trade. It would not, for example, authorize the 
broadening of the scope to incorporate general codes relating to full employment, 
investment and various types of direct assistance for economic development, 
private restrictive business practices, and commodity control schemes closely 
regulating international trade and prices. (See Memorandum on Principal Legal 
Questions, pp. 15-16.) 


7. Although the OTC does not have self-amending powers, doesn’t GATT have 
broad self-amending powers? What are the limitations on GATT’s self- 
amending powers? 

Comment: In accordance with the provisions of the revised article XXX, the 
requirements for amending the General Agreement are essentially as follows: 
Proposed amendments must first be approved by a majority of two-thirds of the 
votes cast by the Organization ; amendments to part I (which includes the basic 
most-favored-nation rule and the article covering the tariff concessions) and to 
article XXX become effective following unanimous acceptance by the contracting 
parties to the General Agreement; amendments to other parts of the agreement 
become effective, for those countries which accept them, following acceptance by 
two-thirds of the contracting parties. A different procedure applies to one type 
of amendment: Any amendment to the schedules to the agreement which records 
rectifications of a purely formal character or modifications which have already 
become effective under certain provisions of the Agreement become effective fol- 
lowing a simple procedure of clearance with all members and certification by the 
Organization. It should be noted that no amendment can become effective for a 
contracting party which does not accept it. 

What was said with respect to question 6 is relevant to the authority of the 
President under the Trade Agreements Act to accept amendments. 

It should also be noted that, quite apart from the legal aspects of the matter, 
the United States and other countries have expressed their strong policy positions 
against amending the General Agreement to broaden its scope. For example, 
during the Ninth Session, at which the General Agreement was renegotiated, the 
contracting parties approved a working party report stating that it was agreed 
generally that there was “danger of including so much within the General Agree- 
ment as to jeopardize its effectiveness and dissipate the activities of the Organi- 
zation,” and that the participating countries of the General Agreement and the 
Organization should continue to operate in the field of trade as they had done 
under the General Agreement. 


8. Will not the OTC combine executive and judicial powers? Is such a combina- 
tion of powers good procedure? Doesn’t GATT have legislative powers? 
If so, inasmuch as the participation in the GATT and the OTC is the same, 
isn’t there a lack of separation of powers? 


Comment: The questions suggest an analogy between the General Agreement 
and the OTC, on the one hand, and a government, on the other. This analogy is 
not valid. The revised General Agreement is a trade agreement setting forth 
contractual obligations of its parties; the proposed OTC is an essentially admin- 
istrative organization, the principal function of which is to provide the machinery 
through which sovereign states will administer the General Agreement. Neither 
agreement has any supra-national powers and should not be likened to sovereign 
states. 

As to the specific questions about the OTC, the Organization—not on its own 
but rather by virtue of the rights of its members—will exercise administrative 
and interpretative powers. It would not be correct to say “executive” and 
“judicial” responsibilities as these terms are ordinarily used since the Organiza- 
tion will not have policymaking responsibilities, which normally constitute one of 
the important elements of executive responsibilities. The authority to interpret 
is discussed on pages 17 and 18 of the Memorandum on Principal Legal Questions. 
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In no sense is there authority to legislate in either OTC or the General Agree- 
ment. The legal basis for their provisions is purely contractual (based on con- 
sent by individual sovereign governments), not legislative. 


9. Comment on the term “General Assembly.” 


Comment: The correct name for the principal organ of the OTC is “Assembly,” 
not “General Assembly,” as in the United Nations. 


10. Comment on the jurisdiction of the General Agreement in terms of the juris- 
diction of the ITO. 


Comment: The General Agreement covers trade and commercial policy matters. 
This was one of several fields embraced by the Charter of the ITO. The latter 
would, in addition, have involved specific commitments in the fields of full 
employment, international investment for economic development, international 
commodity agreements, and restrictive business practices. The ITO would also 


have had general powers which placed virtually no limits on the direction and 
seope of its activities. 


11. Comment on the fact that the coverage of trade and related economic matters 
as envisaged under the GATT appears to be greater than that provided for 
under the Trade Agreements Act. 

Comment: As noted above, the scope of the General Agreement is not broader 


than that authorized by the Trade Agreements Act. (See Memorandum on 
Principal Legal Questions, pp. 13-16.) 


12. Should not the delegation of powers of the Trade Agreements Act be 
determined beyond question and be spelled out in some detail? 
Comment : See comment on question 5. 


13. If the Executive believes there is a broad grant of power under the Trade 


Agreements Act, should not the area of power be reexamined to see what 
powers are needed? 


Comment: The authority is not unnecessarily broad. The scope of the authority 
has been examined, but not modified in this respect, in connection with the 
renewals of the Trade Agreements Act, and it is not believed at this time that 
any change in this authority is necessary. 


14. Would the Department of State have any objection to an amendment of 


the authority to enter into trade agreements in the form that was origi- 
nally contained in H. R. 1, as introduced? 


Comment: H. 2. 1, as introduced, that is, containing the language spelling 
out the types of general provisions which could be embodied in agreements 
entered into under the act, had the full support of the executive branch. 
The Department’s position was presented to the Congress during discussion 
of H. R. 1. In view of the attitude of the Congress (discussed above under 
question 5 and in the Memorandum on Principal Legal Questions) and of the 
fact that the Trade Agreements Act is not now up for renewal, the Department 


does not at this time believe it desirable to consider an amendment to the 
Trade Agreements Act. 


15. The rules of procedure of the Committee for Reciprocity Information have 
been submitted. Are there any rules of procedure of the interdepart- 
mental Trade Agreements Committee? If so, will a copy be submitted? 


Comment: The basie rules of operation for the Trade Agreements Committee 
are laid down in Executive Order 10082, October 5, 1949, as amended. (A copy 
of this Executive order, together with amendments, was submitted as an attach- 
ment to the Department’s memorandum on trade agreement procedures.) The 
procedures of both the CRI and the TAC were described in the Department’s 
memorandum on trade agreements procedures. 


16. What formalization has there been (1) of procedures whereby data received 
by the Committee for Reciprocity Information or by the Trade Agree- 
ments Committee is made available to the United States negotiators and 
(2) of the procedures relating to the appointment of personnel to United 
States delegation engaged in negotiations? 


Comment: Information on both points was set forth in detail in the Depart- 
ment’s memorandum on trade agreements procedures, 
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17. Why was it necessary to obtain a waiver from GATT in regard to our do- 
mestic agricultural programs? 


Comment: The waiver was needed in order to avoid any possible conflict 
between measures required to be imposed under section 22 of the Agricultural 
Adjustment Act and United States obligations under the General Agreement 
Section 22 provides for import fees or import quotas to prevent imports from 
rendering ineffective or interfering materially with domestic farm programs. 

Article XI of the General Agreement, which contains a general rule against 
import quotas, was broad enough to permit the United States to impose quotas 
under section 22 as it was at the time the agreement was concluded. However, 
after the agreement was concluded, section 22 was amended so that import 
quotas could be imposed under conditions not provided for in the agricultural 
quota exception to article XI. 

In order to eliminate the occasional conflict that could arise between the 
United States action under section 22 and the requirements of article XI, the 
United States, during the Ninth Session, obtained a waiver of its obligations 
under that article. 

A copy of the United States waiver, including the text of section 22, is re- 
printed in the committee’s document, the Agreement on the Organization for 
Trade Cooperation. (See p. 99.) 


18. Mr. Strackbein, in his testimony before the committee, pointed out that in 
1949 the State Department had referred to the general authority of the 
President to conduct foreign relations as authority for some articles of 
the General Agreement, whereas Secretary of State Dulles in 1955 stated 
that the authority in the Trade Agreements Act gives to the President 
discretion to negotiate conditions under which we will receive advantages 
under trade agreements. What is the considered judgment of the State 
Department as to where the President derives his authority for the in- 
conclusion of the various provisions in the General Agreement? 

Comment: The analysis prepared in 1949 listed the express authority of the 
Trade Agreements Act as authority for most of the substantive trade provisions, 
the President’s general authority for certain of the exceptions and formal and 
procedural provisions, and in a number of instances referred to both. 

A careful reexamination of the General Agreement and the Trade Agreements 
Act, in the light of its legislative history, has led to the conclusion that au- 
thority for all provisions of the General Agreement is found in the Trade Agree- 
ments Act (see Memorandum on Principal Legal Questions). This does not mean 
that the State Department questions the existence of general authority of the 
President to enter into certain executive agreements, but that, because of the 
scope of the Trade Agreements Act, that act authorizes the provisions of the 
General Agreement. 

The procedures of the contracting parties, the authority for which was stated 
in 1949 to be derived from the President’s general authority, will, after estab- 
lishment of the Organization for Trade Cooperation which would follow en- 
actment of H. R. 5550, be carried on by that Organization in which the United 
States will participate pursuant to congressional authorization. An outstanding 
example of such activity is the granting of waivers in exceptional circumstances. 


DEPARTMENT OF STATE, 


Washington, March 14, 1956. 
Hon. JERE Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives. 


Dear Mr. Coorer: Enclosed is a memorandum describing the procedures fol- 
lowed in the administration of the Trade Agreements Act, including the proce- 
dures relating to United States participation in the General Agreement on Tariffs 
and Trade. This memorandum is submitted in response to questions asked by 
Mr. Thomas B. Curtis during the hearings on H. R. 5550. 

Sincerely yours, 
Rosert C. HIt, 
Assistant Secretary 
(For the Acting Secretary of State). 
Enclosure: Memorandum—United States Trade Agreement Procedures. 
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UNITED STATES TRADE AGREEMENT PROCEDURES 


1. PROCEDURES FOR PREPARING FOR UNITED STATES PARTICIPATION IN 
TARIFF NEGOTIATIONS 


A. How the United States Government obtains views of interested persons and 
organizations in connection with tariff negotiations 


The following are the major methods through which the United States Govern- 


ment obtains the views of interested persons and organizations on tariff nego- 
tiations : 


(1) Hearings before the Committee for Reciprocity Information 


The Committee for Reciprocity Information, which operates in conformity with 
Executive Order No. 10082 of October 5, 1949, as amended,* is composed of repre- 
sentatives of the Departments of State, Treasury, Defense, Commerce, Agri- 
culture, Interior, Labor, the International Cooperation Administration, and the 
Tariff Commission. This group, of which the membership is the same as that of 
the Trade Agreements Committee, which also operates in conformity with Execu- 
tive Order No. 10082,* has been established as a permanent organization for re- 
ceiving briefs and holding hearings to obtain the views of interested persons and 
organizations on trade-agrement matters. It is chaired by the Chairman of the 
Tariff Commission. 

Before the United States Government undertakes any trade-agreement negotia- 
tion, formal, well-publicized hearings are held by the Committee for Reciprocity 
Information. The hearings are held following the development and publication 
of a list of items upon which tariff concessions may be negotiated in a trade 
agreement. Unless a product is included on that list no negotiation affecting such 
item may be undertaken. Thus, business, agriculture, and labor interests can 
address their comments to the specific product in which they are interested. 

The public notice regarding the hearings on the list of items is published in 
the Federal Register (which also prints the complete list), the Department of 
State Bulletin, Foreign Commerce Weekly, Treasury Decisions, and business and 
trade journals. ‘The public notice and list are also made available to the general 
press. In addition the Departments of Labor, Agriculture, and Commerce bring 
the list to the attention of interested groups. For example, the Department of 
Commerce supplies copies of the list to its 33 field offices all over the country, 
to approximately 200 cooperating chambers of commerce, and to more than 100 
trade associations and trade journals which have an interest in items on the list. 

When the hearings before the Committee for Reciprocity Information were 
held on the current tariff negotiations, over 125 interested persons or organiza- 
tions appeared to present their views in the more than 11 days of hearings. In 
addition, 320 written briefs were filed. 

At any other time the Committee receives written briefs from interested in- 
dividuals or organizations on any matter connected with trade agreements and 
arranges informal meetings for consultation. 

All of the information—-written and oral—supplied to the Committee for Reci- 
procity Information is made available to all Government personnel participating 
in the interdepartmental trade-agreements organization and to the United States 
delegation designated to conduct the negotiations. 


2) Direct consultation with officers of governmental depariments 


Each of the departments represented on the Committee for Reciprocity Infor- 
mation has officers primarily concerned with trade-agreements matters. These 
ofticials welcome the views of American business, agriculture, and labor, are will- 
ing to meet personally with their representatives at any time, and are prepared 


to see that serious consideration is given to their views within the Executive 
Branch. 


(3) Peril point hearings 
Another avenue for presentaticn of views by the public is the peril point 


hearing conducted by the Tariff Commission in the course of preparation for a 
tariff negotiation. This hearing is held on each item of a widely publicized list 


1 The texts of Executive Orders No. 10082 of October 5, 1949, and No. 10170 of October 
12, 1950, and extracts from No. 10610 of May 9, 1955, are reproduced below. 





ORGANIZATION FOR TRADE COOPERATION 45 


of items suggested for a possible tariff concession. The purpose of the hearing 
is to help the Tariff Commission determine the tariff rate that is to be con- 
sidered a “peril point’—that is, a point below which the reduction of a duty 
might cause injury to anindustry. If any negotiation results in a concession on 
a United States tariff rate below the peril point, the President is required to 
explain to the Congress the reasons for the action. 


(4) Escape clause hearings 


After a trade agreement has been completed, there are further safeguards in- 
cluded in the trade-agreements procedure that enable private enterprises to make 
their views known. Chief of these is the escape clause procedure that has been 
established to make sure that the customs treatment reflecting the concession 
has not resulted in increased imports causing or threatening serious injury to a 
particular industry. 

Under this procedure any industry claiming injury or threat of injury resulting 
from a trade-agreement concession can apply to the Tariff Commission for an 
investigation and public hearing. The Tariff Commission, after careful con- 
sideration of the case, recommends to the President the action, if any, which 
should be taken. United States trade agreements provide that individual con- 
cessions may be modified or withdrawn if it is found that in stated circumstances 
imports of the item in question are occurring in such increased quantity and in 
such circumstances as to cause or threaten serious injury to a domestic industry. 


B. How a Trade Agreement is made 


The decisions involved in making a trade agreement are made by the President, 
for it is to him that the authority to enter into foreign trade agreements within 
certain limits has been given by the Congress in the Trade Agreements Act of 
1934. This Act, which became law on June 12, 1934, and has since been 
renewed 10 times, empowers the President to conclude trade agreements with 
other countries. In return for reductions in their barriers against American 
goods, he may modify the United States tariff treatment or other import restric- 
tions on goods from abroad. In addition to undertaking general obligations 
such as granting most-favored-nation treatment with regard to tariff matters, 
United States concessions may consist of a reduction in the United States 
tariff rate, binding of that rate, that is, an agreement not to increase the 
rate, or a binding of duty-free status, that is, an agreement not to impose a 
duty on an article which is admitted free of duty when the agreement is concluded. 

In making decisions under the Trade Agreements Act, the President is 
required by law to seek information and advice from the Departments of State, 
Commerce, Agriculture, and Defense. In practice, he gets a broader range of 
advice for he has, by Executive Order No. 10082 of October 5, 1949, as amended, 
set up an interdepartmental group called the Trade Agreements Committee, which 
includes not only the agencies that he is required by law to consult but also 
the Departments of Labor, Interior, and Treasury, the International Cooperation 
Administration, and a representative of the Tariff Commission. 

Executive agency members on the Trade Agreements Committee are the 
official representatives of their agencies. Each representative is appointed by 
the head of the agency he represents. Therefore, the decisions of the Trade 
Agreements Committee reflect the considered position of those agencies. If 
the Committee cannot reach unanimous agreement on recommendations, the 
disagreement goes to the President for resolution. 


(1) First step—obtaining information on trade with country X 


Once the President has decided that trade negotiations should be undertaken 
with a particular country the Trade Agreements Committee appoints a sub- 
committee made up of officers of the different agencies which have members on 
the Trade Agreements Committee. They are experts on our trade with country 
X. This subcommittee then studies the statistics of this trade and picks out for 
possible tariff negotiations the products which we import from country X and for 
which country X is the principal supplier. The committee also chooses the items 
which country X imports and for which the United States is the principal supplier. 
It may also include in the list of that country’s imports some products in which 
our exporters have a particular interest, even though we may not be the 
principal supplier. The lists of products to be considered for tariff negotiation 
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suggested by the subcommittee are submitted to the Trade Agreements Com- 
mittee for consideration. 


(2) Trade Agreements Committee makes recommendations 


When the Trade Agreements Committee has made any modifications it con- 
siders necessary in the lists suggested by the subcommittee it sends the list of 
United States import items to the President for his decision. 

When the President has decided what products should be included on the 
list, it is published and a date is set for public hearings to obtain the views 
of all interested persons and groups as to whether concessions on any of the 
items should be made. These hearings are held by the Committee for Reciprocity 
Information, which is composed of the same agencies and individuals as the Trade 
Agreements Committee. Originally the two committees had different member- 
ship, but it was decided some time ago that it was very important that the people 
who hear the views of the public be the same as those who make the recommenda- 
tions to the President. 

The notice that goes out with the list makes the following points clear: 

(a) That everyone who has an interest in the items on the list is invited to 
make known his views about whether a concession should be granted. 

(b) That the inclusion of a product in the list does not mean that any deci- 
sion has been made as to whether a concession will or will not be granted. 

(c) That no concession will be granted on any product which is not contained 
in a public list. 

(d) That interested people are requested to give the Committee their opinions 
as to concessions which should be asked by the United States from other coun- 
tries with which it is negotiating, as well as their views about possible conces- 
sions in the United States tariff. 


(e) The time and place at which briefs must be filed and the time and place 
at which the hearings will be held. 


(3) Interested persons present views 


A very considerable effort is made to see that the list and notices get the 
widest possible distribution. The notice of intention to negotiate, the notice 
of hearings, and the public list are published in the Federal Register, and the 
notices are published in the State Department Bulletin, Treasury Decisions, and 
Yoreign Commerce Weekly together with information as to where the list may 
be obtained. Copies of the list and the public notices are sent to every Member 
of Congress and in quantity to all district offices of the Department of Com- 
merce for dissemination to interested people. Over the course of the years, an 
extensive list of people who are interested in hearing about trade-agreement 
matters has been built up, and copies of the notices and the public list are 
sent to everyone on it. Moreover, many of the trade associations, trade journals, 
and chambers of commerce, frequently purchase quantities of the notices and 
list for distribution to their members. The list and notices are always made 
available to the press. 

All individuals or groups who wish to express views about a product on the 
list are required to file a written memorandum in advance of the hearings. 
They may also appear at the public hearings and present supplemental informa- 
tion. Many people avail themselves of this opportunity. Unless the Committee 
for Reciprocity Informatiton specifically accepts information on a confidential 
basis, the material contained in the briefs submitted to the Committee is public 
information. 

Copies of the briefs are furnished to the members of the subcommittee develop- 
ing country trade information, to the members of the Trade Agreements Com- 
mittee, and to any other people who may be involved in the conduct of the 
hearings. The briefs are first analyzed by the Government’s experts on the par- 
ticular products so that the officials who are to conduct the hearings have in 
advance the result of expert analysis of the briefs and suggestions as to addi- 
tional information to be elicited before or during the hearings. 

After the hearing is concluded, the information elicited at the hearing, the 
information contained in the briefs, and the information in the Government files 
with respect to each product is then studied by a subcommittee. The subcom- 
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mittee studies the data to ascertain whether a concession would be justified 
and, if so, what the nature of the concession should be. These studies are 
presented to the Trade Agreements Committee, which reviews them item by 
item and approves, modifies, or rejects them. 

During the Committee for Reciprocity Information hearings the public is 
invited to submit suggestions for items on which we should request tariff con- 
cessions from country X. These suggestions and others made by the members 
of the subcommittee are also reviewed in detail by the Trade Agreements 
Committee. 


(4) How recommendations are formulated 


The decision in each case is based upon a variety of factors. The Committee 
considers, for example, the relation of imports to domestic production. Are 
imports a large part of the amount consumed in the United States, or a small 
part? It considers what the trend has been on this point. Have imports been 
taking an increasing part of the domestic market, a smaller part, or has the 
relation between imports and domestic production remained substantially stable? 

The Committee considers whether the domestic industry is on an export basis. 
If, for example, the domestic industry has a large export business, this would be 
one indication that the industry might well be able to compete in third markets 
with the foreign product, and, therefore, a reduction in the tariff might be con- 
sidered. 

The Committee also takes into account such matters as whether the domestic 
industry is a large and diversified industry located in many places and producing 
a wide variety of products, or whether it is an industry concentrating on a 
particular product involved and located largely in one community. This has an 
important bearing upon the possible impact of imports on the domestic industry. 

Since the law provides that no decrease in duty on an article shall be made if 
the President finds such reduction would threaten domestic production needed 
for projected national defense requirements, the Committee must also consider 
the national security needs for particular products. 

Pursuant to a directive of October 5, 1954, from the President,’ procedures 
have been developed whereby there is full consultation by the Committee with the 
Office of Defense Mobilization on items having a potential national security 
interest. 

Then the Committee considers whether it would be desirable or possible to 
make a concession on only part of the tariff category that may be involved. For 
example, it might well be that a substantial reduction in the tariff on imports 
of a product above a certain value would not have any appreciable effect on the 
domestic industry, whereas a comparable reduction on lower-value products 
might have a considerable impact. 

The Committee may also take into consideration the advisability of making a 
limited reduction through the use of a tariff quota or other devices. For example, 
the Committee may decide that a reduced duty should apply to only a specified 
percentage of average United States production of the product. Or, to take 
another example, the Committee may decide to reduce the duties but to reserve 
the right to increase the rates if imports exceed a certain percentage of United 
States production of similar products. 

The Committe also considers the peril point findings of the Tariff Commission. 
These peril points are the limits below which the United States duties and other 
import restrictions involved cannot be reduced without causing or threatening 
to cause serious injury to domestic industries, according to the judgment of the 
Tariff Commission. These peril-point findings by the Tariff Commission are 
required by a 1951 amendment to the Trade Agreements Act. 

All of these factors and others are taken into account in making a recommenda- 
tion as to a concession on any particular product. 

At the same time that the Committee formulates its recommendations as to 
the concessions which might be offered to another country, it also formulates its 
recommendations as to the concessions which should be requested of that country. 
Such requests are based on the views submitted by interested persons and organi- 
zations at the hearings conducted by the Committee for Reciprocity Information 
as well as on information in the files of the Executive Branch. 


* The text of this directive is reproduced below. 
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(5) Recommendations go to the President 


The recommendations of the Committee are forwarded directly to the President 
for his approval. The President considers the recommendations, paying par- 
ticular attention to cases in which the Committee recommends reduction of 
United States duties below what the Tariff Commission considers the peril point. 

The decision of the President constitutes an instruction to the United States 
negotiators. It authorizes them to make the concessions they recommend pro- 
vided that they can get from the negotiating country the concessions which they 
have recommended the United States should ask. 


(6) Actual bargaining begins 


The next stage is that of negotiation. The negotiation is conducted normally 
by a team consisting of representatives of the Department of State, the Tariff 
Commission, the Department of Commerce, and the Department of Agriculture. 
A representative from the Department of the Treasury participates whenever 
that Department in its judgment believes such participation to be desirable. 
Other agencies are represented by advisers when their interests are involved. 

The offers and requests, as approved by the President, are presented to the 
country X negotiators, and the bargaining takes place around the table, usually 
for a considerable period of time. 

The negotiating team makes the best bargain it can within its instructions and 
then reports to the Trade Agreements Committee as to whether it believes an 
agreement possible and makes recommendations to the Committee as to whether 
any changes in the offers initially authorized or in the requests initially made 
would, in its opinion, be desirable. The Trade Agreements Committee considers 
the recommendations of the team, and, if it feels that any changes in the original 
position earlier approved by the President are desirable, recommends to the 
President what changes it thinks should be made. 

Normally there are changes as a result of negotiation. If it develops that 
we are not able to get as much as we feel we should, then we withdraw some of 
our offers. If we are able to get more than we expected but are asked for more 
in return, the Committee considers whether the bargain would be worthwhile 
and whether it could be made without injury. 

On the basis of this consideration the Committee makes its recommendations 
to the President for the final decision. If he approves them, the negotiating 
team concludes the agreement on that basis. 


(7) Bargaining aith several countries at once 


From 1934 until 1947, the United States, under the Trade Agreements Act, 
concluded trade agreements through separate negotiations with each of various 
foreign countries. Tariff concessions in each agreement were based, of course, 
on the trade between the United States and the other country involved, although, 
under the traditional most-favored-nation policy of the United States, the conces- 
sions granted in any agreement applied to the products of all other countries as 
well. The general provisions of the agreements—relating to general trade treat- 
ment and designed to safeguard the tariff concessions themselves—were 
substantially standardized. 

At Geneva in 1947, the United States and 22 other countries negotiated tariff 
concessions simultaneously and agreed to one set of general provisions. The re- 
sults were recorded in the trade agreement known as the General Agreement on 
Tariffs and ‘Trade which was entered into on October 30, 1947. At Annecy, 
France, in 1949, and at Torquay, England, in 1951, these countries and several 
additional countries exchanged further concessions and the additional countries 
became parties to the General Agreement. In 1955, Japan also became a party to 
the General Agreement following a special tariff negotiation conducted for this 
purpose. There are now 35 countries which are parties to the General Agreement 
on Tariffs and Trade. 

Notwithstanding the number of countries engaged in the negotiations, a similar 
country-by-country bargaining procedure is initially followed in exchanging tariff 
concessions. The result is that the number of such two-country negotiations has 
run into the hundreds. When all have been completed, all the concessions re- 
sulting from the separate negotiations are examined and approved by all the 
participating countries and then integrated into the one agreement. 
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The foregoing paragraphs describe in detail the successive steps followed in 
considering and reaching decisions on each tariff concession which the United 
States may ask or offer in the course of making a trade agreement. Only after 
all these stages have been passed does the President make effective, by procla- 
mation, the modifications in United States tariffs which the United States 
Government makes in return for corresponding modifications granted by foreign 
countries and designed to widen markets for United States products. 

A chart showing how a trade agreement is made is attached. 


2. PREPARATION OF THE UNITED STATES POSITION FOR ANNUAL SESSIONS OF THE 
CONTRACTING PARTIES TO THE GENERAL AGREEMENT ON TARIFFS AND TRADE 


A, Organizational arrangements 


The contracting parties to the General Agreement on Tariffs and Trade normally 
meet once a year to consider problems arising under the agreement. This section 
of the memorandum is concerned solely with a description of preparations by 
the Executive Branch of the Government of the United States for dealing with 
this “regular business” at the annual regular meetings of the contracting parties. 
(This section is not concerned with tariff negotiations. The United States pro- 
cedures for the preparations for tariff negotiations have been described above.) 

United States preparations for these regular meetings are made by the inter- 
agency Trade Agreements Committee whose functions and membership have al- 
ready been described. This function of the Trade Agreements Committee 
is provided for in part III of Executive Order 10082 of October 5, 1949, as 
amended, which states that: “The Trade Agreements Committee shall at all 
times keep informed of the operation and effect of all trade agreements which 
are in force. It shall recommend to the President or to one or more of the 
agencies represented on the committee such action as is considered required or 
appropriate to carry out any such trade agreement or any rectifications and 
amendments thereof * * *.” 

If it is believed that the session will be concerned with major policy problems, 
at least one more committee, at the Assistant Secretary level, is constituted to 
review all position papers drafted on such problems. Such a committee, on an 
interagency basis, was organized for the ninth session of the contracting parties 
to deal with the major policy problems involved in the renegotiation of the agree- 
ment with which the session was concerned. Moreover, during the ninth session 
a third interagency committee, constituted on the sub-Cabinet (Under Secretary) 
level and with White House representation, was organized. Particularly im- 
portant major policy problems were referred to this committee for decision. 
Before the President authorized the chairman of the United States delegation to 
sign the instruments resulting from the work of the ninth session this sub-Cabinet 
committee made a final review of the instruments in the light of the instructions 
issued to the United States delegation during the session. 


B. Development of position papers 


Position papers on each matter scheduled for consideration at a session of the 
contracting parties, or likely to be considered, are drafted initially by the agency 
most competent to deal with the problem. These papers are based on informa- 
tion developed within the executive agencies. Each of these agencies, within its 
respective field of responsibility, has direct relationships with industry, agricul- 
ture, mining, and labor interests and supplies information relating thereto. In 
addition, information which has been supplied in the past to the Committee for 
Reciprocity Information is available to each of the agencies participating in 
the preparation of these position papers. 

Apart from “general business” problems arising at ordinary sessions of the 
contracting parties to the General Agreement, the United States delegation has 
also been concerned with negotiating changes in the general provisions of the 
General Agreement (that is, on the provisions other than the rates of duty). Be- 
fore developing the United States position in such negotiations, special procedures 
have been laid down to obtain views from outside the Government. Prior to the 
ninth session, during which the Agreement was reviewed and revised, public hear- 
ings were held by the United States delegation on all of the major problems with 
which the delegation expected to be confronted. Represented on the hearings 
panel were the Departments of State, Agriculture, Commerce, and Treasury, two 
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of the congressional members of the delegation and one of the public members of 
the delegation. Notice of these hearings was widely disseminated. A press re- 
lease announcing the hearings and inviting written and oral submissions was 
issued by the Department of State, and this release, in addition to being made 
available to the press. was sent to a large number of individuals and organiza- 
tions on a mailing list maintained for the dissemination of trade agreements 
notifications. Notice also appeared in the State Department Bulletin and the 
Commerce Department’s Foreign Commerce Weekly. For the use of the delega- 
tion, thorough ans iysis was made of all of the testimony developed during these 
hearings and of the briefs that were submitted. Oral testimony, covering 379 
pages, was received from 34 persons in 5 days of hearings. Twenty-eight briefs 
and 36 written statements were filed. A copy of the press release announcing 
the hearings and soliciting these oral and written views is attached. 

All draft position papers relating to the United States position to be taken 
on substantive trade matters at General Agreement on Tariffs and Trade meet- 
ings are submitted for interagency consideration and decision. This is done 
through the Trade Agreements Committee. In addition, position papers deal- 
ing with major policy problems are referred to an interagency committee at the 
Assistant Secretary level for final approval. This procedure was followed 
during the ninth session of the contracting parties. 

These position papers serve as the instructions which govern the conduct 
of the United States delegation at the General Agreement on Tariffs and Trade 
meetings. The delegation is not authorized to go beyond the instructions to it 
contained in these position papers without further authorization from 
Washington. 

When a United States delegation requests additional instructions or revisions 
of the initial instructions from Washington, the appropriate interagency com- 
mittee takes the necessary action. Here, again, all the circumstances of a case 


are examined, in the light of all the information available to the Executive 
Branch. 


8. SELECTION OF THE UNITED STATES DELEGATION 
A. To tariff negotiations 


(1) Source of personnel.—The Trade Agreements Committee is the principal 
source of personnel in composing the delegation to a tariff negotiation. The 
same members are also members of the Committee for Reciprocity Information. 
As such, they have had the opportunity to hear testimony and to examine briefs 
of industries, associations and individuals concerned with the negotiation. It 
is essential that this experience be available to the delegation. 

The delegation also includes numerous commodity and economic area spe- 
cialists from the Departments of Agriculture, Commerce, State, Treasury and, 
depending upon the commodities to be dealt with during the negotiations, other 
technicians drawn from other agencies represented on the Trade Agreements 
Committee. Specialists are always drawn from the Tariff Commission but serve 
in advisory capacities and not as negotiators. All these individuals are nom- 
inated by the heads of their respective agencies. They frequently form the 
country committees responsible for analyzing, in the first instance, the com- 
modities on which concessions may be offered and requested. In their work 
they draw heavily on the material received by the Committee for Reciprocity 
Information. As pointed out earlier, this information is made available in full 
to every person participating for the United States in the tariff negotiations. 

The United States delegation to tariff negotiations has, in recent years, also 
included public members selected because of their broad knowledge of domestic 
and foreign commercial problems. The public members named as advisers to 


the United States delegation to tariff negotiations are drawn from labor, in- 
dustry, and agriculture.’ 

* The public members named as advisers to the tariff negotiation in 1955 which resulted 
in the adherence of Japan to the General Agreement were as follows: Mr. Russell G. Smith, 
executive vice president in charge of international operations of the Bank of America; 
Mr. Lawrence F. Whittemore, chairman of the board of directors of Brown Co., pulp and 
a manufacturers of Berlin, N. H.; Mr. Allen B. Kline, former president of the American 

— hrm Federation ; and Mr. Bert Seidman, staff economist for the American Federa- 
tion o or. 

The public members named as advisers to the current tariff negotiations are as follows: 
Mr. Elliott V. Bell, editor and a. of Business Week ; Mr. Homer L. Brinkley, execu- 
tive vice president, National Council of Farm Cooperatives; Bryant Essick, president. 


Essick Manufacturing Co., Los Angeles, Calif.; and Mr. Stanley Ruttenberg, research and 
education director, AFL—CIO. 
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The delegation to a tariff negotiation is headed by a chairman, assisted by a 
vice chairman. These individuals are normally selected from the personnel of 
the Department of State or of the Foreign Service of the United States. 


(1) Designation of delegation to a tariff negotiation.—The chairman and vice 
chairman are designated by the Assistant Secretary of State for International 
Organization Affairs upon authority delegated by the Secretary of State.* The 
chairman and the vice chairman are usually designated after first obtaining 
the specific approval of the President. In all cases, however, the person who 
signs the agreement recording the results of traiff negotiations does so under 
a full power extended to him personally by the President. 

The public members are designated by the Assistant Secretary of State for 
International Organization Affairs, on authority delegated by the Secretary of 
State, after consultation with other agencies of the Government and with the 
White House. 

All other members of the delegation are designated by the Assistant Secretary 
for International Organization Affairs on delegation of authority from the 
Secretary of State. Members drawn from Government agencies other than the 
Department of State are nominated by the heads of their agencies following a 
formal request by the Secretary of State for such nomination. 


B. To Regular Meetings of the Contracting Parties 


(1) Source of personnel.—The chairman and vice chairman of United States 
delegations to regular meetings of the contracting parties to the General Agree- 
ment on Tariffs and Trade are normally drawn from the Department of State 
or the Foreign Service of the United States. Since 1951 the chairman of the 
United States delegation has been either an Assistant Secretary of State or an 
ambassador, that is to say, someone who was appointed to office by the President 
and confirmed by the Senate. Members of the United States delegation drawn 
from other agencies are usually the same persons that serve on the Trade 
Agreements Committee. In view of the special importance of the ninth session, 
congressional and public members were also included on the United States 
delegation. 

(2) Designation.—The chairman and vice chairman of the United States 
delegation are designated by the Assistant Secretary for International Organi- 
zation Affairs by authority of the Secretary. The members of the delegation 
drawn from the Departments of Agriculture, Commerce, State, and Treasury 
are selected by the heads of these agencies and are formally designated by the 
Assistant Secretary for International Organization Affairs of the Department 
of State on authority of the Secretary of State. 

Public members, who served on the ninth session delegation, were designated 
by the Assistant Secretary for International Organization Affairs on authority 
of the Secretary of State and after consultation with the White House. 

Congressional members, who served on the ninth session delegation, were des- 
ignated by the President on nomination of the President of the Senate and of the 
Speaker of the House of Representatives. 


EXECUTIVE ORDER No. 10082 


PRESCRIBING PROCEDURES FOR THE ADMINISTRATION OF THE RECIPROCAL TRADE 
AGREEMENTS PROGRAM 


By virtue of the authority vested in me by the Constitution and the statutes, 
including section 332 of the Tariff Act of 1930 (46 Stat. 698) and the Trade Agree- 
ments Act approved June 12, 1934, as amended (48 Stat. 943; 57 Stat. 125; 59 
Stat. 410; Public Law 307, 8lst Congress), and in the interest of the foreign- 
affairs functions of the United States and in order that the interests of the va- 
rious branches of American economy may be effectively promoted and safeguarded 


through the administration of the trade-agreements program, it is ordered as 
follows: 

‘This delegation of authority by the Secretary of State to the Assistant Secretary of 
State for International Organization Affairs was made March 6, 1953. 

5 The chairman and vice chairman of the United States delegation to several of the meet- 
ings of the contracting parties to the General Agreement, including the ninth session 
in 1954-55, were also approved by the President. 
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PART I—ORGANIZATION 


1. There is hereby established the Interdepartmental Committee on Trade 
Agreements (hereinafter referred to as the Trade Agreements Committee), which 
shall act as the agency through which the President shall, in accordance with 
section 4 of the said Trade Agreements Act, as amended, seek information and 
advice before concluding a trade agreement. With a view to the conduct of 
the trade-agreements program in the general public interest and in order to co- 
ordinate the program with the interests of American agriculture, industry, com- 
merce, labor and security, and of American financial and foreign policy, the 
Trade Agreements Committee shall consist of a Commissioner of the United 
States Tariff Commission, who shall be designated by the Chairman of the 
Commission, and of persons designated from their respective agencies by the 
Secretary of State, the Secretary of the Treasury, the Secretary of Defense, the 
Secretary of Agriculture, the Secretary of Commerce, the Secretary of Labor, 
and the Administrator for Economic Cooperation. There shall likewise be desig- 
nated from the foregoing agencies alternates to act in place of the members on 
the Committee when the members are unable to act. A member or alternate 
from the Department of State shall be the Chairman of the Trade Agreements 
Committee. : 

2. There is hereby established the Committee for Reciprocity Information, 
which shall act as the agency to which, in accordance with section 4 of the 
Trade Agreements Act, as amended, the views of interested persons with regard 
to any proposed trade agreement to be concluded under the said Act shall be 
presented. The Committee for Reciprocity Information shall consist of the 
same members as the Trade Agreements Committee or their alternates. A mem- 
ber or alternate from the Tariff Commission shall be the Chairman of the Com- 
mittee for Reciprocity Information. 

3. The Trade Agreements Committee and the Committee for Reciprocity In- 
formation may invite the participation in their activities of other government 
agencies when matters of interest thereto are under consideration. Each of the 
said committees may from time to time designate such subcommittees, and pre- 
scribe such procedures and rules and regulations, as it may deem necessary for 
the conduct of its functions. 


PART II—CONCLUSION OF AGREEMENTS 


4. Before entering into the negotiation of a proposed trade agreement under 
the Trade Agreements Act, as amended, the Trade Agreements Committee shall 
submit to the President for his approval a list of all articles imported into the 
United States which it is proposed should be considered in such negotiations for 
possible modification of duties and other import restrictions, imposition of ad- 
ditional import restrictions, or specific continuance of existing customs or excise 
treatment. Upon approval by the President of any such list, as originally sub- 
mitted or in amended form, the Trade Agreements Committee shall cause notice 
of intention to negotiate such agreement, together wih such list of articles, to 
be published in the Federal Register. Such notice and list shall also be issued 
to the press, and sufficient copies shall be furnished to the Committee for Reci- 
procity Information for use in connection with such hearings as the Committee 
may hold with respect thereto. Such notice, together with the list or a state- 
ment as to its availability, shall also be published in the Department of State 
Bulletin, Treasury Decisions, and the Foreign Commerce Weekly. 

5. Any interested person desiring to present his views with respect to any 
article in any list referred to in paragraph 4 hereof, or with respect to any other 
aspect of a proposed trade agreement, may present such views to the Committee 
for Reciprocity Information, which shall accord reasonable opportunity for the 
presentation of such views. 

6. With respect to each article in a list referred to in paragraph 4 hereof, the 
Tariff Commission shall make an analysis of the facts relative to the production, 
trade, and consumption of the article involved, to the probable effect of granting 
a concession thereon, and to the competitive factors involved. Such analysis 
shall be submitted in digest form to the Trade Agreements Committee. 

7. With respect to each article exported from the United States which is con- 
sidered by the Trade Agreements Committee for possible inclusion in a trade 
agreement, the Department of Commerce shall make an analysis of the facts rel- 
ative to the production, trade, and consumption of the article involved, to the 
probable effect of obtaining a concession thereon, and to the competitive factors 
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involved. Such analysis shall be submitted in digest form to the Trade Agree- 
ments Committee. 

8. Each Department and agency officials from which are members of the Trade 
Agreements Committee shall, to the extent it considers necessary and within 
the sphere of its respective responsibilities, make special studies of particular 
aspects of proposed trade agreements from the point of view of the interests of 
American agriculture, industry, commerce, labor, and security. Such studies 
shall be submitted to the Trade Agreements Committee. 

9. After analysis and consideration of (a) the studies of the Tariff Commission 
provided for in paragraph 6 hereof, (b) the studies of the Department of Com- 
merce provided for in paragraph 7 hereof, (c) the special studies provided for 
in paragraph 8 hereof, (d) the views of interested persons presented to the 
Committee for Reciprocity Information pursuant to paragraph 5 hereof, and 
(e) any other information available to the Trade Agreements Committee, includ- 
ing information relating to export duties and restrictions, the Trade Agreements 
Committee shall make such recommendations to the President relative to the 
conclusion of the trade agreement under consideration, and to the provisions to 
be included therein, as are considered appropriate to carry out the purposes set 
forth in the Trade Agreements Act, as amended. If there is dissent from any 
recommendation to the President with respect to the inclusion of any proposed 
concession in a trade agreement, the President shall be furnished a full report 
by the dissenting member or members of the Trade Agreements Committee, 
giving the reasons for his or their dissent. 

10. There shall be applicable to each tariff concession granted, or other obliga- 
tions incurred, by the United States in any trade agreement hereafter entered 
into a Clause providing in effect that if, as a result of unforeseen developments 
and of such concession or other obligation, any article is being imported in such 
relatively increased quantities and under such conditions as to cause or threaten 
serious injury to the domestic industry producing like or directly competitive 
articles, the United States shall be free to withdraw or modify the concession, or 
suspend the other obligation, in whole or in part, to the extent and for such time 
as may be necessary to prevent such injury. 

11. There shall be obtained from every government or instrumentality thereof 
with which any trade agreement is hereafter entered into a most-favored-nation 
commitment securing for the United States the benefits of all tariff concessions 
and other tariff advantages accorded by the other party or parties to the agree- 
ment to any third country. This provision shall be subject to the minimum of 


necessary exceptions and shall be designed to obtain the greatest possible benefit 
for the trade of the United States. 


PART III—ADMINISTRATION OF AGREEMENTS 


12. The Trade Agreements Committee shall at all times keep informed of the 
operation and effect of all trade agreements which are in force. It shall recom- 
mend to the President or to one or more of the agencies represented on the Com- 
mittee such action as is considered required or appropriate to carry out any such 
trade agreement or any rectifications and amendments thereof not requiring 
compliance with the procedures set forth in paragraphs 4 and 5 hereof. The 
Trade Agreements Committee shall, in particular, keep informed of discrimina- 
tions by any country against the trade of the United States which cannot be 
removed by normal diplomatic representations, and, if it considers that the 
public interest will be served thereby, shall recommend to the President the 
withholding from such country of the benefit of concessions granted under the 
Trade Agreements Act, as amended. The Committee may also consider such 
other questions of commercial policy as have a bearing on its activities with 
respect to trade agreements. 

13. The Tariff Commission, upon the request of the President, upon its own 
motion, or upon application of any interested party when in the judgment of 
the Tariff Commission there is good and sufficient reason therefor, shall make an 
investigation to determine whether, as a result of unforeseen developments and 
of the concession granted, or other obligation incurred by the United States with 
respect to any article to which a clause similar to that provided for in parazraph 
10 hereof is applicable, such article is being imported in such relatively inereased 
quantities and under such conditions as to cause or threaten serious injury to the 
domestic industry producing like or directly competitive articles. Should the 
fariff Commission find, as a result of its investigation, that such injury is being 
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caused or threatened, it shall recommend to the President, for his consideration 
in the light of the public interest, the withdrawal or modification of the conces- 
sion, or the suspension of the other obligation, in whole or in part, to the extent 
and for such time as the Tariff Commission finds necessary to prevent such injury. 
In the course of any investigation under this paragraph, the Tariff Commission 
shall hold hearings, giving reasonable public notice thereof, and shall afford 
reasonable opportunity for parties interested to be present, to produce evidence, 
and to be heard at such hearings. The procedure and rules and regulations for 
such investigations and hearings shall from time to time be prescribed by the 
Tariff Commission. 

14. The Tariff Commission shall at all times keep informed concerning the 
operation and effect of provisions relating to duties or other import restrictions of 
the United States contained in trade agreements heretofore or hereafter entered 
into by the President under the authority of the Trade Agreements Act, as 
amended. The Tariff Commission, at least once a year, shall submit to the 
President and to the Congress a factual report on the operation of the trade- 
agreements program. 

15. The Committee for Reciprocity Information shall accord reasonable oppor- 
tunity to interested persons to present their views with respect to the operation 
and effect of trade agreements which are in force or to any aspect thereof. 


PART IV—-TRANSITORY PROVISIONS 


16. All action relative to trade agreements already concluded or to the conclu- 
sion of new trade agreements which has been taken by the Trade Agreements 
Committee or by the Committee for Reciprocity Information between June 25, 
1948, and the date of this order shall be considered as pro tanto compliance with 
the provisions of this order, provided that the member from the Tariff Commission 
on the Trade Agreements Committee shall be accorded full opportunity to present 
to that Committee, and to the President pursuant to the final sentence of para- 
graph 9 hereof, information and advice with respect to the decisions, recommen- 
dations, and other actions of that Committee between June 25, 1948, and the 
date of this order relative to the conclusion of any trade agreement after the 
enactment of the Trade Agreements Extension Act of 1949, approved September 
26, 1949 ( Public Law 307, 81st Congress). 


PART V—SUPERSEDURE 


17. This order supersedes Execuiive Order No. 10004 of October 5, 1948, entitled 
“Prescribing Procedures for the Administration of the Reciprocal Trade-Agree- 
ments Program.” 

Harry S. TrumMan. 

THE WHITE House, October 5, 1949. 





DEPARTMENT OF STATE 


The President on October 12 issued an Executive Order (No. 10170) adding 
the Department of the Interior to the eight Government agencies which already 
have members on the Interdepartmental Committee on Trade Agreements and 
the Committee for Reciprocity Information. The same persons are members 
of both Committees. 

The other agencies which have members on the two Committees are: The 
United States Tariff Commission, the Departments of State, Agriculture, Com- 
merce, the Treasury, Defense, and Labor, and the Economic Cooperation Ad- 


ministration. The order issued on October 12 amends Executive Order No. 
10082 of October 5, 1949. 


A copy of the Executive Order follows. 


EXECUTIVE OrpER No. 10170 


AMENDMENT OF EXECUTIVE ORDER No. 10082 or Ocroser 5, 1949 PREscRIBING PRO- 


CEDURES FOR THE ADMINISTRATION OF THE RECIPROCAL TRADE-AGREEMENTS 
PROGRAM 


Whereas Executive Order No. 10082 of October 5, 1949 (14 F. R. 6105) estab- 
lishes the Inderdepartmental Committee on Trade Agreements and the Com- 
mittee for Reciprocity Information, each to consist of persons designated from 
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their respective agencies by the Chairman of the United States Tariff Commis- 
sion, the Secretary of State, the Secretary of the Treasury, the Secretary of 
Defense, the Secretary of Agriculture, the Secretary of Commerce, the Secretary 
of Labor, and the Administrator for Economic Cooperation ; and 

Whereas it would be in the public interest to provide for the representation 
on said Committees of the Department of the Interior: 

Now, THEREFORE, by virtue of the authority vested in me by the Constitution 
and statutes, including section 332 of the Tariff Act of 1930 (46 Stat. 698) and 
the Trade Agreements Act approved June 12, 1934, as amended (48 Stat. 943; 
57 Stat. 125; 59 Stat. 410; Public Law 307, 8list Congress), the said Executive 
Order No. 10082 of October 5, 1949, is hereby amended by adding after the 
comma following the word “Defense”, in the second sentence of the paragraph 
numbered 1 thereof, the words “the Secretary of the Interior,”. 


Harry S. TRUMAN. 
Tue WHITE House, October 12, 1950. 


ell 


Extracts From 
EXECUTIVE ORDER 10610 
ADMINISTRATION OF MUTUAL SECURITY AND RELATED FUNCTIONS 


By virtue of the authority vested in me by the Mutual Security Act of 1954, 
including particularly sections 521 and 525 thereof (68 Stat. 855, 856), and as 
President of the United States, it is ordered as follows: 

ao * s a7 * * 

Sec. 303. (b) The memberships of the Director of the Foreign Operations 
Administration on the following bodies, together with the functions of the said 
Director in his capacity as member of each thereof, are hereby abolished: (1) 
The National Security Council, (2) the Operations Coordinating Board, (3) the 
Council on Foreign Economic Policy, (4) the Interagency Committee on Agri- 
cultural Surplus Disposal, (5) the Defense’ Mobilization Board, and (6) the 
Interdepartmental Committee on Trade Agreements: Provided, That the Director 
of the International Cooperation Administration or his designated representative 
shall participate in the deliberations, and assist in connection with the affairs, 
of the bodies mentioned in items (2) to (6), inclusive, above, and of the 
Committee for Reciprocity Information. 


* * : * * * * 
Sec. 306. This order shall become effective at the close of June 30, 1955. 


Dwicut D. EIseENHOWER. 
THE WHiteE Howse, May 9, 1955. 


THE WHITE Hovss, 
Washington, October 5, 1954. 


eae mg for: Chairman of the Trade Agreements Committee, Department 
of State. 


Reference is made to section 2 of Public Law 464, 83d Congress> which pro- 
vides that no action should be taken under the authority of section 350 of the 
Tariff Act of 1930 to decrease the duty on any article where the President finds 
that such reduction threatens domestic production needed for projected national 
defense requirements. In accordance with section 4 of the Trade Agreements 
Act and Executive Order 10082 I request that the Interdepartmental Commit- 
tee on Trade Agreements provide me with appropriate information and advice 
in order to enable me to make the appropriate determination under section 2 of 
Public Law 464. In addition I ask that you take appropriate measures to keep the 
Office of Defense Mobilization informed of any serious problems which may from 
time to time arise in connection with this provision of the act. 


DwIcnurt D. EIseENHOWER. 
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Hon, THomas B. Courts, . 
House of Representatives. 


Dear Mr. Curtis: The enclosed memorandum has been prepared in response 
to your request for information on the use that has been made of the General 
Agreement on Tariffs and Trade to reduce restrictions against American trade. 

Sincerely yours, 
Rosert C. HIt, 
Assistant Secretary. 
Enclosure: Memorandum on use of General Agreement to remove restrictions. 


USE OF GENERAL AGREEMENT ON TARIFFS AND TRADE TO REMOVE 
RESTRICTIONS AND DISCRIMINATORY PRACTICES AGAINST 
UNITED STATES TRADE 








The General Agreement on Tariffs and Trade is built around principles of 
trade which have long been the basis of the trade policy of the United States. 
Thus, one (f the major objectives of the General Agreement and the Organization 
for Trade Cooperation (OTC) is the expansion of world trade on a multilateral 
basis. The O'1.C will provide an efficient mechanism for administering the Gen- 
eral Agreement and carrying through the policies designed to reduce the barriers 
to the sale abroad of United States goods, namely, through the reciprocal reduc- 
tion of tariffs, the removal of quantitative restrictions on trade, and the elim- 
ination of discrimination against American goods. 

Much has already been done under the General Agreement. By providing sound 
principles of trade behavior and a place to settle trade disputes amicably, the 

yeneral Agreement has enabled countries to carry out worthwhile consultations on 

international trade problems and has contributed materially toward preventing 
the relapse into unrestricted protectionism, discrimination, and excessive Gov- 
ernment controls which characterized the conduct of international trade in 
the’ 1930's. 

The OTC would provide some simple but necessary administrative machinery 
which would facilitate the conduct of business under the General Agreement 
and help resolve more speedily the many issues continually arising im-conneétion 
with trade among nations. Close trade cooperation will strengthen the Western 
Alliance and, in this manner, the OTC will be an important factor in furthering 
not only the foreign trade policy of the United States but the whole foreign 
policy of the United States. 

To understand what may be accomplished with the OTC, it is useful to review 
what, has already been done.under the General Agreement to eliminate various 
trade barriers which have impeded United States trade. The following analysis 
classifies these results according to the type of trade restriction involved; i. e. 
tariffs ; ‘tariff preferences; discriminatory internal taxes; import quotag; export 
quotas ; mixing regulations ; and customs procedures. 


A. TARIFF 8 


Tariffs concessions negotiated by the countries participating in the General 
Agreement have resulted in a generally lower level of tariffs throughout much of 
the world and imparted a significant degree of stability to tariff rates. 

In the course of 4 multilateral tariff conferences, tariff concessions have been 
negotiated under GATT on approx'mately 60,000 tariff items. These include 
both tariff bindings and tariff reductions, which are then bound under the agree- 
ment. In accordance with the provisions of the General Agreement, the United 
States has a contractual right to concessions negotiated by other countries to 
the Agreement and benefits both from the concessions for which it has itself bar- 
gained and from those obtained by other governments. 

The United States has given concessions on 3,000 items, accounting for about 
$7 billion of its imports from GATT countries. About 60 percent of these con- 
cessions have been simply bindings of duty-free status. In return, the United 
States receives the benefits of concessions on somewhat over $7 billion of its 
export trade with those same countries. Tariff reductions are estimated to 
account for half or more of these concessions. This comparison between the 
value of concessions granted and received will show up even more favorably for 
the United States as the trend toward the relaxation of quantitative import re- 
strictions against United States goods continues. 

While a country may withdraw or modify a tariff concession which it has 
bound, under certain conditions, it is expected to negotiate a new concession of 
equivalent value with affected countries. The United States has always re- 
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ceived adequate compensation in the form of new concessions where items of 
interest to its export trade have been renegotiated. It has itself renegotiated 
a number of its concessions. 

Oceasionally a country has taken action which has resulted directly or in- 
directly in an increase in a bound duty of interest to the United States. Upon 
receiving the United States protest of such action, the country has recognized 
its obligations under the Agreement and revoked the action. 


(a) Haitian import surtag 


Haiti increased the 3-percent customs import surtax to rates varying from 3% 
to 4144 percent on a relatively long list of products. This Government through its 
Embassy pointed out that any such increase on products listed in the Haitian 
schedule of GATT would be in contravention of the provision in article II. The 
foreign government took immediate steps to end the contravention by making 
sure that the increase did not apply to scheduled products. 


(6) French 0.4-percent tan 


France imposed a tax on all imports and exports amounting to 0.4 percent ad 
valorem. The United States held that the tax nullified or impaired tariff con- 
céssions made by France under the Agreement. France agreed that the tax did 
infringe the provisions of the Agreement and expected that it would not be con- 
tinned in the new budget. The tax was suspended in September 1954, and 
abolished as of January 1, 1955. 


(c) French stamp tar 


A French stamp tax levied on customs receipts, originally purported to cover 
the administrative costs of customs services, was increased in 1955 to provide 
funds for payment of family allowances. The United States protested this action 
as ineonsistent with articles II and VIII of the GATT. At the Tenth Session, 
the French Government agreed the increase was inconsistent with their GATT 
obligations and undertook to remove the tax. 


(d) Brazilian compensatory concessions 


In 1949 at Annecy the Government of Brazil negotiated compensatory conces- 
sions with the United States and the United Kingdom to replace other concessions 
that were withdrawn. The Brazilian Government did not put these conces- 
sions into effect, however. At the Ninth Session, after the United States had 
stated it would have to withdraw concessions, the Brazilian Government imple- 
melited the concessions negotiated in 1949 and agreed that importers could obtain 
a refund on duties collected after 1949 on the concession items, viz, oat flour, 
sanitary and domestic earthenware, and equipment for ambulances, trucks, ete. 


(e) Peruvian automobile import tar 


At the time Peru was negotiating for accession to GATT, it developed that Peru 
contemplated imposition of a charge on imports of certain classes of automobiles 
which the United States regarded would have violated the General Agreement. 
On the basis of our discussion of the problem with Peru, it was decided that Peru 
could use a different fiscal device which would not have protective effects and 
would not violate the General Agreement. 


B. Tartrr PREFERENCES 


The GATT permits governments with longstanding preferential arrangements 
to continue them (e. g., United States-Cuba, United States-Philippines and 
British Commonwealth preferences). It opens the way for negotiations to re- 
duce the margins of preference, however, and prohibits increases in margins of 
preference. 


(1) REDUCTIONS IN MARGINS OF PREFERENCE 


In the course of tariff negotiations under GATT, important reductions in 
tariff preferences have been made. 

From 1937 to 1948, due to a significant degree to the GATT negotiations at 
Geneva in 1947, the average margin of preference enjoyed by British goods in 
Commonwealth countries fell from 19-20 percent to 14-15 percent (or assuming 
a constant pattern of trade from 22 percent to 14 percent). The proportion of 
British exports to the Commonwealth enjoying high preferences (over 20 per- 
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cent) fell from one-fifth to one-tenth. There were also some instances of com- 
plete elimination of preferences on British goods. 

In the same period, again due in significant part though not wholly to the 
GATT negotiations, the average margin of preference given Commonwealth goods 
by the United Kingdom fell from 17-20 percent to 11-13 percent (or more, if a 
constant pattern of trade is assumed). The proportion of trade enjoying 
preferences fell from 60 percent to 55 percent or lower; the proportion enjoying 
high preferences (over 10 percent), from one-third to one-sixth. 

There have been further reductions in these margins of preference since 1948, 
although attributable in main part in this period to the reduction in the incidence 
of ad valorem taxes resulting from price increases. 

While there are no figures to cite, reductions in the tariff preferences of the 
French Union, and the Benelux and other existing preferential systems have also 
been a result of the GATT tariff negotiations. 


(2) PROHIBITION ON INCREASED PREFERENCES 


Tariff preferences are bound against increase beyond the margins existing on 
the date of the agreement. 

In 1951, France announced its intention of increasing most-favored-nation 
duties on some 40 items when imported into French West Africa from foreign 
countries, while leaving imports from France free of duty. France recognized 
that such action would require compensation. There was a protest, however, by 
the United States, based in part on France’s obligation not to increase margins 
of preference over those existing on the base date, and France ultimately with- 
drew its request. At the time, it stated that the request might be renewed later, 
but to date the question has not been brought up again. A considerable amount 
of United States trade (amounting to $3.5 million in 1 year) thus still enjoys 
tong rates when imported into French West Africa than would otherwise be 
the case. 


C. INTERNAL TAXES 


The GATT (article IV of the amended Agreement) obligates parties to the 
Agreement to give “national treatment” to imports in levying taxes and admin- 
istering other internal regulations. The purpose is to assure that tariffs on 
imports are imposed openly at the customs frontier and not concealed as internal 
measures which weigh more heavily on imports than on like domestic products. 

This provision has been frequently used by the United States to secure the 
elimination of internal taxes which would place its exports at a disadvantage 
relative to domestically produced goods in foreign markets. 

(Art. ILI, cited below, is IV in the amended Agreement. ) 


{a) Cuban import taz 


Cuba proposed to levy an 8 percent tax on imported food products, with no tax 
on domestic products. The United States Government called the Cuban Govern- 
ment’s attention to the first two paragraphs of article III of GATT, and the 
proposal was never put into effect. 


(b) Cuban periodicals tar 


Cuba levied a 9 percent sales tax on imported newspapers and magazines, 
exempting domestic newspapers and magazines from the tax. Attention was 
called by the United States Government, through its Embassy, to article III of 
GATT and as a result imported newspapers and magazines were also exempted 
from the tax. 


(c) Discriminatory Haitian price regulations affecting United States cigarettes 

A Government tobacco monopoly in Haiti increased the retail price at which 
imported American cigarettes could be sold but did not increase the retail price 
at which domestically manufactured cigarettes could be sold, which resulted in 
discrimination against American cigarettes that might have decreased consider- 
ably the market for imported American cigarettes in that country. The United 
States Government, through the American Embassy, called attention to para- 
graphs 1 and 4 of article II] of GATT. The discrimination has since been ended. 


(d) Cubdan lumber tar 


Cuba levied a 9 percent sales tax on imports of lumber and exempted domestic 
lumber from the tax. Attention was called by the United States Government, 
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through its Embassy, to the first two paragraphs of article III, and as a result 
the tax was made nondiscriminatory by applying it also to domestic lumber. 


(e) Peruvian Discrimination Against United States Cosmetics 


The United States protested in 1951 and 1952 against the imposition by 
Peru of internal taxes which discriminated against imports of cosmetic goods 
from the United States. The United States based its protest on article III of 
the General Agreement, which prevents internal taxes from being imposed on 
imports in a more burdensome manner than on like domestic products. Subhse- 
quently, Peru took steps toward removing the discrimination. 


(f) United Kingdom Purchase Taz 


The United Kingdom imposed a purchase tax on imported goods which were 
comparable in price and quality to domestically produced goods which were 
generally exempt from the tax. The issue was raised at a session of the con- 
tracting parties as a violation of article III. At the Seventh Session (in late 
1952), the United Kingdom announced the removal of the discrimination be- 
tween imported and domestic goods. 


(g) Brazilian Regulation on Motion Pictures 


The American Embassy in Rio de Janeiro brought to the attention of the 
Brazilian Government the fact that a draft bill submitted to the Brazilian Con- 
gress would violate article III, paragraph 2 (by imposing a discriminatory 
internal tax), would violate article VII, paragraph 1 (by imposing a fee in 
excess of the cost of services rendered in connection with the importation), 
and would impair tariff concessions granted on motion pictures. No further 
progress has been reported on the draft bill. 


(h) Norwegian Internal Tazes on Motion Pictures 


The United States invoked article III on April 28, 1950, against a 1949 regula- 
tion exempting from taxation the revenue derived by theaters from exhibition of 
Norwegian newsreels but not foreign newsreels. On August 1, 1950, foreign 
newsreels were also exempted from the admission tax and placed on the same 
footing as Norwegian newsreels in response to the Embassy’s representation. 


D. Import Quotas 


The severe financial difficulties faced by many countries after World War II 
has led them to regulate imports through quantitative restrictions. In par- 
ticular, many countries have rationed their limited reserves of gold and dollars 
through discriminatory controls against imports from the United States and 
other dollar countries. 

The General Agreement on Tariffs and Trade recognizes the need for such con- 
trols as an exception to the general rule against quantitative restrictions on 
imports. It also, however, obligates countries invoking this exception to relax 
their balance-of-payment restrictions as promptly as improvement in their ex- 
ternal financial position permits and contains certain other principles designed 
to protect the trade interests of countries, like the United States, which are ad- 
versely affected by these restrictions. 

These provisions which limit and govern the use of balance-of-payments import 
quotas have given the United States valuable leverage for securing the elimina- 
tion of restrictions against dollar goods. The United States has used them both 
in working for a freeing of dollar imports on a general basis and broad scale 
(e. g., the dollar liberalization program it has pursued through the OEEC) and in 
obtaining relief for particular products or from particular measures. 


I. DOLLAR LIBERALIZATION 


In 1953, only 2 of the 13 Western European countries participating in the 
general agreement had relaxed their restrictions on dollar imports to any degree.’ 
Today, as a consequence of a general improvement in the external financial situ- 
ation of many countries and of the GATT obligation to relax restrictions 
promptly, only Norway and Turkey of these 13 countries have not yet taken at 
least a first step toward freeing dollar imports. Eight of the thirteen countries 
have freed items representing more than half of their dollar trade, with the 
percent going as high as 87 percent for the Benelux countries and 99 percent for 


1 These 13 countries are: Austria, Belgium, Denmark, France, Germany, Greece, Italy, 
Luxembourg, Nettierlands, Norway, Sweden, Turkey, and the United Kingdom. 
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Greece. In addition, many countries are more liberally granting import licenses 
for dollar goods and letting purely commercial considerations determine the 
source of imports. 

There is also encouraging progress being made in other parts of the world in 
the elimination of discrimination against dollar goods. The substantial extent 


to which import restrictions have been freed in specific countries or areas is 
shown below. 


1. Western Europe 


(a) The United Kingdom.—The United Kingdom has gradually but steadily 
relaxed restrictions against imports from the dollar area. The liberalization 
percentage now stands at 56 percent of total private dollar imports. Most of the 
state-traded commodities have been returned te private trade and many inter- 
national commodity markets have been reopened. 

(6) Germany.—Germany removed dollar restrictions from 2,000 items in 
February 1954 and from 1,800 more items in November 1954. A third step was 
taken in June 1955 which raised Germany’s total liberalization percentage on 
dollar goods from 57 percent to 68 percent. The liberalized list is too long to 
itemize but includes consumers goods, other manufactured products, raw ma- 
terials, and a number of agricultural products such as cotton and tobacco. It is 
hoped that many more agricultural products will be liberalized in the next 
German action to liberalize dollar imports, which is expected within the next 
few months. 

(c) Belgium-Lurembourg-Netherlands (Benelux)—These countries have re- 
moved restrictions on 87 percent of their imports from the dollar area. Included 
among the freed products are such agricultural commodities as wheat, barley, 
corn, flour, fats, raw tallow, tobacco, raw cotton, figs, almonds, nuts, and apricots; 
such raw materials as copper, petroleum oils and many chemicals; such manu- 
factured products as iron and steel sections, engines of various types, calculating 
machines, generators and electrie motors, certain parts and components for motor 
vehicles and tractors, aircraft, locomotives, passenger coaches, motorcycles, 
dolis and toys. 

(d@) France—On January 1, 1956, France took its first step to liberalize im- 
ports from the United States. The liberalization percentage amounts to 11 
percent of total dollar imports. The items freed include spare parts, other than 
for automobiles, ball bearings, certain iron and steel sheets, bars and wire, a 
number of copper products, various types of textile machinery, raw skins and 
hides, cotton waste, rags, linotype machines, transformers over 650 kilovolt- 
amperes forecarriage tractors of 180 horsepower and over, and certain types of 
four-wheeled, rubber-tired tractors of 200 horsepower or over. 

(e) Italy.—Italy has removed restrictions on 24 percent of total dollar imports. 
Freed imports include such commodities as coal, crude petroleum oils for refin- 
ing, certain minerals, rags, waste, synthetic and artificial rubber, cast iron, iron, 
steel and cast iron scrap, crude copper and copper alloys, and scrap, carbon black 
and certain other chemicals and pharmaceuticals, 

(f) Sweden.—Sweden has liberalized 58 percent of its dollars imports. The 
freed commodities cover a wide range of items including many consumer goods, 
agricultural products, raw materials and manufactures. 

(g) Denmark.—Denmark has steadily liberalized imports from the dollar area 
over the past 2 years. The latest action was taken in November 1955 which 
increased the liberalization percentage from 38 percent to 55 percent of total 
imports from the dollar area. Earlier measures freed such imports as raw 
tobacco, cotton, asphalt, lumber, paper, many chemicals, medicinal articles, opti- 
cal glassware, various tools and instruments, sewing machines, agricultural 
machinery, textiles, machine tools and printing, packing and other machines. 
The recent action in November 1955 added such products as soybeans, oil cakes, 
motor vehicle spare parts, office machines and new tractors and parts. 

(h) Austria—In July 1955 Austria removed restrictions on dollar goods on 
65 customs items accounting for 8 percent of total private dollar imports. Agri- 
cultural items freed included hops, fats and oils for industrial purposes, natural 
fruit juices, certain canned fruits, and canned fish. Such raw materials as cok- 
ing fines, asbestos, turpentine, certain lubricating oils, raw rubber and sulphur 
were freed. Also freed were such manufactured goods as synthetic fibers, arti- 
ficial silk, cinematographic film, tin sheeting, motor vehicles, certain chemical 
products, certain dyestuffs and carbon black. 
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(i) Greece.—Greece has liberalized 99 percent of its dollar imports. Except 
for a limited number of specified luxury goods, there are no quantitative restric- 
tions on imports. 


2. Africa. 


(a) Union of South Africa.—Import restrictions are completely nondiscrim- 
inatory. The South African Government has been relaxing its quantitative im- 
port restrictions and has expressed the desire to remove import controls in the 
not too distant future, depending upon its balance of payments position. 

(b) The Federation of Rhodesia and Nyasaland.—While imports from out- 
side the sterling area are subject to control, certain goods, mainly petroleum 
products are covered by an open general license and can be imported freely 
from any source. Inport licenses are granted automatically for a wide range 
of goods on the “unrestricted list” regardless of source of supply. Imports of 
other goods are limited according to currency area of supply. In the last year 
the Federation has not only extended the “unrestricted list” but has increased 
the dollar allocation. 


3. The Far East 


(a) Ceylon.—In keeping with the improvements in Ceylon’s balance of pay- 
ments position, import restrictions have been relaxed and discriminatory re- 
strictions have been reduced. Only 17 items are subject to discriminatory 
restrictions. 

(b) India.—Imports from all sources are subject to license. Quotas for im- 
ports from the dollar area have been increased and importers have been given 
some limited opportunities to utilize a portion of their soft currency licenses for 
imports of dollar goods. 

(c) New Zealand.—The extent of discrimination has been reduced over the 
past year through the liberal licensing of imports from the dollar area of essen- 
tial plant, equipment, and industrial raw materials and by increasing the number 
of items which can be imported from any source without a license. 

(d) Pakistan.—In 1955, a new import licensing policy was adopted which pro- 
vided for the maintenance of import licensing requirements but eliminated the 
distinction between dollar and nondollar sources of supply and relaxed the 
overall level of restrictions. 


4. The Western Hemisphere 


Canada, Cuba, the Dominican Republic, Haiti, Nicaragua and Peru do not have 
balance-of-payments restrictions on imports of dollar or other goods. In some 
countries where there are a few nominal restrictions, for other purposes, they do 
not discriminate against American imports. 


Il. TOKEN IMPORTS 


The General Agreement on Tariffs and Trade requires countries imposing bal- 
ance-of-payments restrictions “not to apply restrictions so as to prevent unrea- 
sonably the importation of any description of goods in minimum commercial quan- 
tities, the exclusion of which would impair regular channels of trade, or restric- 
tions which would prevent the importation of commercial samples or prevent 
compliance with patent, trade mark, copyright or similar procedures * * *” 

The United States has utilized this provision to make arrangements with for- 
eign governments maintaining balance-of-payments import restrictions for the 
entry of limited quantities of American products otherwise excluded as “non- 
essential,” thus helping exporters to retain a foothold in markets established 
before financial difficulties necessitated rationing of dollars. 

Token import arrangements have been in effect in the United Kingdom for some 
years. Other contracting parties have different arrangements which give effect to 
this requirement. Discussions have been held with Australia, Pakistan, Sweden, 
New Zealand, and Chile for the establishment of similar arrangements. 


Ill. SPECIFIC CASES OF RELIEF (HANDLED THROUGH BILATERAL REPRESENTATIONS OR 
THE GATT COMPLAINTS PROCEDURE) 


(a) United Kingdom purchase of apples 


The United Kingdom in 1951 was making arrangements for dollar purchases of 
apples in a manner which would have discriminated in favor of Canada and 
against the United States. The United States, in consultations with Canada and 
the United. Kingdom, argued, on the basis of the General Agreement, that the 
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British could not apply import restrictions in a way which would discriminate 
between two hard-currency countries. The resulting arrangement provided for 
equal treatment of the two countries. 


(b) Cuban import quotas 


Cuba refused to allow two large shipments of potatoes from the United States 
to enter the country. This Government, through the American Embassy, called 
attention to the provisions of article XI of GATT, which prohibit import quotas 
except under certain conditions not met in this case. The two shipments which 


might have spoiled, with considerable loss to the exporter, were allowed to enter 
as a result of this protest. 


(c) Cuban textile embargo 


Cuba placed in effect import restrictions on textiles that amounted to a virtual 
embargo. Hundreds of thousands of dollars worth of shipments of textiles 
and related products from the United States were held on the docks or in customs 
warehouses in Cuba. When the Government in question failed to remove the 
restrictions, the United States Government brought the matter before the con- 
tracting parties to GATT, which were then in regular session at Geneva, claiming 
that the restrictions were in violation of article XI of GATT and invoking article 
XXIII of GATT to the effect that the restrictions nullified substantial concessions 
which Cuba had granted the United States in schedule IX and other provisions 
of the General Agreement. The contracting parties discussed the matter, and the 
Cuban Government promptly took steps to relieve the situation. 


(d) Dominican import restrictions 


The Dominican Republic banned the importation of ice-cream mix, which came 
principally from the United States. The American Embassy at the request of 
this Government discussed the matter with officials of that Government, pointing 
out that such a restriction was in contravention of article XI of GATT. The re- 
striction was promptly removed. 


(e) Dominican auto import restrictions 


The Dominican Republic published a resolution prohibiting the importation 
of automobiles valued at more than $1,250, except under special permit, which 
was at first not being granted. The American Embassy at the request of this 
Government called the attention of that Government to the provisions of article 
XI and later reported to the Department of State that the importation of cars 
valued at more than the fizure mentioned was being regularly permitted. 


(f) Belgian coal restrictions 


In late 1953, Belgium began to reduce tonnages of American coal permitted to 
enter the country. During the last quarter of 1953, it issued import licenses for 
only about 90,000 tons of American coal, for a monthly average of 30,000 tons, 
against earlier monthly imports of as much as 77,000 tons. Belgium was one of 
the most important export markets for United States coal producers. In 1952, 
the year before the restrictions, it had taken 711,000 tons of American coal valued 
at about $7 million. The Belgian restrictions were a severe blow to the American 
coal mines, particularly as the mines were entering their worst slump since 1938. 

When direct approaches to the Belgian Government failed to produce the de- 
sired results, the United States placed a complaint against Belgium on the 
agenda of the Ninth Session of the GATT (October 1954). As time drew near 
to discuss the agenda item, bilateral negotiations between the Belgian and the 
United States delegations intensified. Belgium then agreed to allow imports of 
a substantially larger volume of coal, included the possibility of an increase in 
the quota, and consented to more liberal treatment for coking coal for processing 
and reexportation. . 

At the present time American coal is moving into Belgium virtually without 
any controls whatsoever. Final statistics are expected to show that Urited 
States coal exports to Belgium amounted to as much as a million tons in 1955. 


(9) German coal restrictions 


At the Ninth Session of the GATT, the United States Government drew atten- 
tion to certain regulations applied by the Federal Republic of Germany which had 
the effect of limiting imports of coal from the United States. In the view of the 
United States, these restrictions were inconsistent with the obligations of the 
Federal Republic toward the United States under the General Agreement. Fol- 
lowing further consultations between the two governments, the restrictions were 








ete 


Cea eo 


AREY 


ESET ETT ee 


way 


SoS 
ae 





ORGANIZATION FOR TRADE COOPERATION 63 


relaxed and imports of United States coal into Germany increased significantly. 
The United States withdrew the item from the 10th session agenda, reserving the 
right to reintroduce it if necessary. 

Final figures are expected to show that United States exports of coal to the 
Federal Republic amounted to about 7 million tons in 1955. 


(h) United Kingdom motorcycle restrictions 


The United Kingdom, in consultations held with the United States during the 
10th GATT session, agreed to permit the importation of limited numbers of 
motorcycles for exhibit and resale at the time of the 1956 British automobile 
show. This is the first time in recent years that United States motorcycles have 
been admitted to the United Kingdom market. 


(i) Austrian restrictions on hacksaw blades 


As a result of discussions between the United States and Austria at the 
9th session (1954-55) Austria agreed to resume unrestricted importation of 
United States hacksaw blades. Consequently, exports of American hacksaw 
blades to Austria in the first 9 months of 1955 were about $18,000 in contrast 
with $2,500 admitted in all of 1954. 


(j) Austrian leather restrictions 


As the result of bilateral discussions held during the 10th session, Austria 


agreed that it would automatically approve all requests for licenses to import 
leathers from the dollar area. 


(k) Italian restrictions on electrodes 


As the result of discussions with Italy during a recent GATT session, Italy 
has begun a more liberal licensing of imports of United States graphite electrodes. 


(1) German leather restrictions 


As the result of bilateral consultations at the 10th GATT session, Germany 
has recently instituted a system that would permit tanned leathers, particularly 
ealf leathers produced in the United States, to compete freely with other 
foreign leathers in the German market. In recent years Germany has allowed 
almost no such United States leathers into the German market. 


(m) Belgian restrictions on motion pictures 


In 1951, when Belgium made known that it was imposing restrictions for 
balance-of-payments reasons and was giving motion-picture distributors 3 days 
to make counterproposals, the American Embassy in Brussels interceded on 
behalf of the American movie industry. It brought to the attention of the Bel- 
gians the obligation in the General Agreement for consultations in regard to the 
imposition of balance-of-payments restrictions. The result was that these restric- 
tions were postponed, and much milder restrictions were later imposed after 
consultation with the industry. 


(n) Brazilian import restrictions on motion pictures 

In November 1952 the United States invoked article XI, paragraph 1, of the 
General Agreement in protest against a Brazilian decree which called for an 
import limitation of one print per film. The application of the decree was post- 
poned, and, while the question has not been finally disposed of, restrictions pro- 
vided by the decree have not been made effective. 


BE. Export Quotas 


The agreement prohibits the use of export quotas except where required for 
short supply reasons or other stated, legitimate purposes. 


(a) BRAZILIAN COFFEE EXPORT RESTRICTIONS 


The United States Embassy in Rio de Janeiro made representations to the 
Government of Brazil in 1951 concerning the application of monthly export 
quotas on coffee. The United States protest held that the Brazilian action was in 
violation of article XI of the General Agreement. The system of export quotas 
was subsequently altered and the basis for the complaint removed. 








64 













ORGANIZATION FOR’ TRADE COOPERATION 
F. Mrxtne REGULATIONS 


The GATT (art. IV: 5-7 of the amended Agreement) obligates governments 
not to establish new. or more restrictive “mixing regulations” than already in - 
effect and not to limit the right of any foreign supplier to compete freely for 5 
the import trade permitted under such regulations. 


s 
(a) UNITED KINGDOM TOBACCO MIXING REQUIREMENT , 

In 1950-51, the United States was successful in securing modification of a y 
new British requirement that oriental tobacco be mixed with Virginia tobacco i 
to the amount of 5 percent of the total. On the basis of their obligations in e 
the General Agreement, the British agreed to permit again the manufacture of A 
pure Virginia cigarettes, satisfying the desires of the United States tobacco ‘ 


industry. 
(b) BRAZILIAN REGULATIONS ON MOTION PICTURES 


In January 1952 the United States invoked article III against a new decree 
and draft bill which would have required importers to acquire domestic news- 
reels and shorts to the extent of 10 percent of the footage imported in a previous 


year. The objectionable requirement was blocked by revision of the draft bill } i 
and nullification of the decree. j 




















































G. CusToMs PROCEDURES 
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There are articles in the GATT on valuation for customs purposes, import and 
export formalities, marks of origin and publication and administration of trade big 
regulations, designed to assure that customs regulations and procedures are not 
dfawn or administered in such a way as to be unnecessarily restrictive of trade 
(arts. VII-X). 

The United States has on occasion invoked these provisions to eliminate bar- 
riers to its export trade. 


(a) BRAZILIAN MARKING REQUIREMENTS 


In July 1952, the United States reminded Brazil that a relaxation of a require- 
ment that bags be marked in indelible ink, which had been extended to Chile, 
should also be extended to imports from the United States. The basis for the 

United States protest was article IX of the General Agreement which requires Pa 
most-favored-nation treatment with respect to marking requirements. The 
Brazilian Government then instructed its customs officers to extend to the United 
States, on a most-favored-nation basis, the treatment which applied to Chile. 


(b) BELGIAN RESTRICTIONS ON MOTION PICTURES 





When Belgium proposed, on short notice, to impose restrictions on imports of 
Ameriean films for balance-of-payments reasons, it attempted to justify not 
having given advance publicity to this move on the grounds that the restrictions 
would be temporary. The American Embassy in Brussels reminded the Belgian 
Government that the general agreement (art. X) required Belgium to give 
public notification of restrictions without regard to whether they were temporary. 
Following United States representations in this case on these and other grounds, 
the imposition of the restrictions was postponed, and more satisfactory arrange 
ments were worked out following dicussions. 


DEPARTMENT OF STATE, 


Washington, D. C. 
Hon. Jere Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives, 


Dear Mr. Coorer: During the recently concluded publie hearings on H. R. 
5550 before your committee, a number of legal points were raised by Societies 
tive Curtis and others relating to the bill. The views of this Department con- 
cerning these questions were requested. 

There is enclosed a memorandum prepared in the Office of the Legal Adviser 
which discusses the principal legal points which were thus raised. 

I trust that this memorandum will assist in clarifying these matters. 

Sincerely yours, 
HERMAN PHLEGER, 

Legal Adviser. 
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The principal legal questions which have been raised regarding H. R. 5550 
relate to (i) the constitutionality of the Trade Agreements Act, (ii) the authority 
for including in trade agreements provisions dealing with nontariff trade bar- 
riers, and (iii) the alleged delegation of authority by the President to the Organ- 
ization for Trade Cooperation, whose principal function is to administer the Gen- 
eral Agreement on Tariffs and Trade. This memorandum discusses these ques- 
tions. Where references are made to the General Agreement, they are to the 
applicable provisions as they would exist after the entry into force of the organ- 
izational agreement and of the amendments to the General Agreement drawn up 
at the 1954-55 review session. 


1. CONSTITUTIONALITY OF THE TRADE AGREEMENTS ACT 


An examination of the question whether the Trade Agreements Act involves 
an unconstitutional delegation of power to the President has led to the conclusion 
that no such delegation is involved in the act. That act authorizes the Presi- 
dent, #-he makes certain findings of fact, to “enter into foreign trade agreements,” 
and to proclaim, subject to certain specified limitations, such modifications or 
continuances with regard to duties and other types of restrictions as are “‘re- 
quired or appropriate to carry out any foreign trade agreement’ entered into 
under the act. he facts that the President must find as the basis for such ac- 
tion are: (1) That existing duties or other import restrictions of the United States 
or any foreign country are unduly burdening and restricting the foreign trade of 
the United States; and (2) that the purpose of the act—expanding foreign mar- 


kets for products of the United States by regulating the admission of foreign 
goods into the United States in accordance with the characteristics and needs of 
various branches of American production—will be furthered by such an agree- 
ment. 

The Trade Agreements Act goes no further than numerous former enactments 
which have delegated limited discretionary power to the President and which 
have been upheld by. our courts whenever questioned. For example, the con- 


stitutionality of the Tariff Act of 1890 was attacked in the case of Field v. Clark 
(143 U. S. 649, 681 (1892)) on the ground that, in authorizing the President to 
suspend the free importation of certain products, the Congress had delegated to 
him both legislative and treatymaking powers. The United States Supreme 
Court, however, upheld the validity of the legislation and of the reciprocity 
agreements made under it. 

The Tariff Act of 1922 conferred upon the President considerable discretionary 
power within the field of tariffs—the ‘flexible tariff’’ provision (continued in the 
1930 aet). This provision authorized the President to modify the tariff upwards 
or downwards by 50 percent after investigation and recommendation by the 
Tariff Commission, in order to equalize differences in the costs of production of 
articles in the United States and in competing foreign countries. tn the case of 
Hampton & Co. v. United States (276 U. 8. 394 (1928)), it was claimed that this 
provision was unconstitutional on the ground that the grant of so wide a power 
to the President constituted an unconstitutional delegation of legislative power. 
The Supreme Court stated that a delegation of power by Congress to the Presi- 
dent is not unconstitutional if Congress lays down by legislative act ‘‘an intelli- 
gible principle’ to which the Executive is directed to conform. The Court 
stated, further, that ‘the extent and character of that assistance (rendered by 
the President to the Congress) must be fixed according to commonsense and 
inherent necessities of the governmental coordination.” 

The Trade Agreements Act, which prescribes speeific purposes to be accom- 
plished, in accordance with an understandable principle, and subject to limita- 
tions on the authority it confers upon the President, establishes an intelligible 
Standard of application conforming to the test of the Hampton case. The pur- 
pose is to expand foreign markets for American exports on the basis of reciprocity, 
and within specifically defined limits. 
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The essential limitations are the requirements that duties not be altered beyond 
certain limits, that products not, be transferred between the dutiable and free 
lists, and that trade agréerhénts be subject to termination within specified time 
limits. Other limitations have been added in recent years. 

When it is considered that the Supreme Court of the United States has held 
that standards no more definite than “public interest’? (New York Cont. Securities 
Corp. v. United States, 287 U. 8. 12, at 24), “public convenience, interest, or neces- 
sity’ (Federal Radio Commission v. Nelson Bros. Bond and Mortgage, Co., 289 
U.S. 266 at 285; National Broadcasting Co. v. United States, 319 U.S. 190, at 225; 
Federal Communications Commission v. Pottsville Broadcasting Co., 309 U. S. 134, 
at 138), and “excess profits” (Lichter v. United States, 334 U. S. 742, at 783) were 
fully sufficient to satisfy the constitutional requirement for appropriate limits on 
the delegation of authority to the Executive in respect of matters specifically 
assigned to the Congress by the Censtituticn, it is clear that the more substantial 
standards in the Trade Agreements Act are sufficient compliance with the standard 
of the “‘intelligible principle’”’ and the standard of ‘‘“commonsense and the inherent 


necessities of the governmental coordination’’, which are the touchstones of the 
Hampton case. 
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2. SCOPE OF AUTHORITY IN THE TRADE AGREEMENTS ACT FOR THE INCLUSION OF 
GENERAL PROVISIONS IN TRADE AGREEMENTS 


Provisions of Trade Agreements Act 


The Trade Agreements Act, since its original enactment in 1934, and as specifi- 
cally reenacted by H. R. 1 in 1955, has always provided as follows: 

“* * * For the purpose of expanding foreign markets for the products of the 
United States (as a means of assisting in establishing and maintaining a better 
relationship among various branches of American agriculture, industry, mining, 
and commerce) by regulating the admission of foreign goods into the United States 
in accordance with the characteristics and needs of various branches of American 
production, so that foreign markets will be made available to those branches of 
American production which require, and are capable of developing, such outlets, 
by affording corresponding market opportunities for foreign products in the 
United States, the President, whenever he finds as a fact that any existing duties 
or other import restrictions of the United States or any foreign country are unduly 
burdening and restricting the foreign trade of the United States and that the pur- 
pose above declared will be promoted by the means hereinafter specified, is 
authorized from time to time— 


‘“* * * To enter into foreign trade agreements with foreign governments or 
instrumentalities thereof * * * 

‘“* * * To proclaim such modifications of existing duties and other import 
restrictions, or such additional import restrictions, or such continuance, and for 
such minimum periods, of existing customs or excise treatment of any article 
covered by foreign trade agreements, as are required or appropriate to carry out 
any foreign trade agreement that the President has entered into hereunder.” 
(Sec. 350 (a) of the Tariff Act of 1930, as amended, 48 Stat. (pt. 1) 943; 69 
Stat. 163.) 

It will be noted: (1) That the purpose for the conclusion of trade agreements is 
the broad one of ‘‘expanding foreign markets for products of the United States”; 
(2) that the President is authorized to act upon a finding that either duties or 
“other import restrictions” of either the United States or any foreign country 
are “unduly burdening and restricting the foreign trade of the United States’’; 
(3) that he is authorized, without qualification as to the content, to enter into 
‘foreign trade agreements,” and (4) that he is authorized to proclaim, in order to 
carry out such agreements, not only the modification of duties but also the modi- 
fication of “other itmport restrictions,” the continuance of “customs or excise 
treatment,” and the imposition of “additional import restrictions.” From the 
beginning, and now, the Trade Agreements Act has defined “duties and other 
import restrictions’ to include “rate and form of import duties and classification 
of articles * * * limitations, prohibitions, charges, and exactions other than 
duties, imposed on importation or imposed for the regulation of imports.” (Sec. 
350 (ce) (now sec. 350 (c) (1)) 48 Stat. (pt. 1) 944; 69 Stat. 165.) 

The purpose for which the President may conclude trade agreements and the 
matters with respect to which he is authorized to proclaim were both designed 
by the Congress to encompass broadly matters having a bearing on trade. The 
scope of the provisions which might be included in the trade agreements which 
are authorized may be seen after an examination (1) of the legislative history 
of the original Trade Agreements Act, as supplemented by legislative history 
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of various renewals of the trade agreements authority, and (2) of the scope of 


agreements relating to trade matters prior to enactment of the Trade Agree- 
ments Act. 


Legislative history in 1934 


In discussing the scope of the President’s authority, the report of the Ways 
and Means Committee on the original Trade Agreements Act, in 1934, which 
was reprinted as a part of the report of the Senate Finance Committee on the 
same legislation, contains the following emphasis on the importance of the Presi- 
dent’s authority to deal with matters other than tariffs: 

“Tt is noteworthy that, in dealing with a complex situation in other countries, 
the President is empowered to deal not merely with customs duties but with other 
import restrictions.” (73d Cong., 2d sess., H. Rept. 1000, 15; ibid., S. Rept. 871, 
18.) 

The report referred specifically to the authority to bind duties and duty-free 
treatment, to the fact that one of the “chief protective measures’ which the 
President would desire would be a pledge that excise duties would not be increased 
at the same time import duties were reduced, and to the necessity for reciprocity 
in this respect, the President being ‘“‘empowered to promise that existing excise 
duties which affect imported goods will not be increased’’. 

In addition to the above emphasis on the authority to deal with other ‘‘restric- 
tions” as well as tariff duties, the Ways and Means Committee report referred 
to the statutory definition of import restrictions as a ‘‘careful definition’’, adding 
that it was ‘‘designed to cover the various types of measures for the retardation 
of trade which the President will be expected to deal with in his negotiations 
with other countries” (73d Cong., 2d sess., H. Rept. 1000, 16; ibid., S. Rept. 871, 
19). 

The provisions in the report of the Ways and Means Committee discussed above 
should be interpreted in the light of the following statements by Secretary of State 
Hull to the committee preceding the drafting of the report and of the statutory 
definition of duties and import restrictions in its final form: 

“There are so many different names and such a large number of methods of 
obstruction and of impeding, with new devices being conceived and put into effect 
every week, that, unless this language is made sufficiently broad to cover them, 
it might not be possible to secure any concessions from any of those countries. 

“In view of this fact, as I say, if we do not have rather broad authority to face 
other countries, with their network of ever-increasing devices of every kind and 
description and name, in a short time most of them would be out of range of our 
capacity. 

‘“‘What I tried to say was that we have found that many countries throughout 
the world have been adopting the most amazing devices, calling them by every 
sort of name, but the sole purpose of which is to perform the identical function of 
tariffs at the customhouse, by obstructing imports; hence, in order to make it 
possible to approach some of these countries and to challenge some things that 
are out of reason and are provoking bitter controversies among countries, we must 
have full authority, otherwise, in respect of the things that are declared in purpose and 
effect and intended as a substitute for the ordinary name and function of tariffs, we 
would not get anywhere. 

“Import license is one, with an allotment of some kind. What they call in some 
countries import sanitary inspection, which is used in lieu of tariffs, is one. What 
in some other country would be called an exchange restriction, in an instance where 
it was not intended primarily to deal with the monetary situation, but was really 
a restriction imposed to keep imports out by notifying an exporter in some country 
that he could not get pay if he should sell a bill of goods in that country, is another 
one.”” (Ways and Means Committee (House), Reciprocal Trade Agreements: 
Hearings’on H. R. 8430 (hereinafter referred to as House hearings, 1934), 8, 9, and 
13; emphasis added.) 

When Congressman Treadway referred to Secretary Hull’s statement as to 
“extreme obstructions to international trade’’ and asked what ‘‘these trade 
barriers’’ were, the Secretary supplied for the record the following list, accompanied 
by a further explanation of some of the devices: 


“DEVICES FOR THE CONTROL OF IMPORTS 


“The principal devices which have been utilized in the control of international 
trade in recent years are: 


“1. Higher tariff duties. 
‘‘2. Import quotas and license restrictions. 
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“3. Exchange controls. 

“4, Exchange clearing and compensation agreements. 

“Supplementary administrative devices which limit importation include: 

“1. Milling or mixing regulations which require that in the process of manu- 
facture certain proportions of domestic products must be combined with imported 

s. 

“2. The raising of consular, import, and other administrative fees. 

“3. Increasing severity of legislation requiring marks of origin. 

“4. Sanitary regulations.”’ (House hearings, 1934, 19 to 21.) 

On the scope intended by the term “foreign trade agreements” reference may 
be made to testimony by Assistant Secretary of State Sayre before the Ways and 
Means Committee on the origina) 1934 legislation, tracing the history of executive 
action based on legislation in the field of foreign trade, including the agreements 
concluded under the Tariff Acts of 1890 and 1897 (House hearings, 1934, 310 to 
312), and to the summary on this subject in the discussion by the Ways and Means 
Committee, in its report, of the constitutionality of the proposed legislation ‘73d 
Cong., 2d sess., H. Rept. 1000, 9 and 10; ibid., S. Rept. 871, 12 and 13). The 
Committec referred specifically to the two series of trade agreements entered into 
under the Tariff Acts of 1890 aad 1897. A number of these agreements contained 
general provisions as well as the tariff concessions specifically referred to in the 
two tariff acts. 

Although the relevant provisions of the Tariff Act of 1890 made no reference 
to the use of agreements to give effect to its flexible provisions (sec. 3, 26 Stat. 
612), numerous agreements were entered into under the section in order to give 
effect to its purpose of removing “unequal and unreasonable treatment of Ameri- 
cen exports”. In the first of these agreements, concluded by Secretary of State 
Blaine with the Brazilian Minister in 1891, for example, the two countries under- 
took that “laws and regulations to be adopted shall place no undue restrictions 
on the importer nor impose additional fees or charges upon the articles imported”, 
while recognizing the right of the 2 governments to take action ‘‘necessary to 
protect the revenue and prevent fraud in the declarations and proof” (For. Rel. 
1891, 43-47; 2 Finance Committee (Senate), Extension of hediprecal Trade 
Agreements Act: Heariags on H. R. 1211, 1949 (hereinafter referred to as Senate 
hearings, 1949) 1095-1098). It was also agreea that no export taxes would be 
imposea by one country on products on which concessions had been granted by 
the other. 

One of the more important of the agreements in this series was that signed b 
Mr. John W. Foster, later Secretary of State, with the German Chargé, in which 
the German Government undertook to remove sanitary restrictions which it had 
been applying to United States pork products and the United States Government 
recognized that this woula remove the occasion for the exercise of authority 
under its meat inspection legislation to exclude certain imports from Germany 
(2 Senate hearings, 1949, 1117--1119). 

The relevant provision in the Tariff Act of 1897 was generally comparable to 
that in the 1890 Act, but specifically authorized the conclusion of agreements in 
order to give effect to it (sec. 3, 30 Stat. 203 and 204). The agreement concluded 
under this provision by Secretary of State Root with the German Ambassador in 
1907 included undertakings by the United States with respect to the modification 
of “‘customs and consular regulations” relatiag to the definition of dutiable value, 
to the conduct of proceedings by the Board of Appraisers (now the U. S. Customs 
Court), to the documentation given consular officers in connection with importa- 
tion, to the cooperation of special Treasury agents with Chambers of Commerce 
in Germany, and to the acceptance by Customs appraisers of certificates of value 
issued by such Chambers (1 Treaties (Malloy) 563-578; 2 Senate hearings, 1949, 
1127-1129). One agreement under that act, with Bulgaria, merely provided for 
the grantiag of most-favored-nation treatment to ‘“‘commerce” (agreement of 
a 1 For. Rel. 1906, 141 and 142; 34 Stat. (pt. 3) 3231; 100 Brit. For. St. Paps. 
$26). 

At another point in the report of the Ways and Means Committee on the 
original trade agreements legislation, when discussing the application of the 
generalization provisions of the Trane Agreements Act, the committee observed 
that it “would be necessary”’ to extend trade agreement benefits to countries 
“to which United States is, by treaty or agreement, pledged to aceord equality 
of treatment by virtue of the most-favored-nation clause,”’ and stated that there 
were then 48 such treaties ‘‘and agreements” and that others might be added 
(73d Cong., 2d sess., H. Rept. 1000, 15; ibid., S. Rept. 871, 18). Thus the 
committees recognized that, in addition to formal commercial treaties containing 
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most-favored-nation commitments to extend trade agreement reductions, there 
were a number of executive agreements relating to trade matters also containing 
such commitments. 

In fact, following a discussion of most-favored-nation treatment during the 
Ways and Means Committee hearings, Secretary of State Hull had inserted in 
the record a memorandum on such treatment contairing the texts of most-favored- 
nation provisions in a number of such treaties and agreements. One of the latter 
was an agreement with the Government of Greece concluded in 1924 while Mr. 
Charles Evans Hughes was still Secretary of State (House hearings, 1934, 43—45; 
USTS 706). This agreement provided for most-favored-nation treatment with 
respect to “import, export, and other duties and charges affecting commerce as 
well as in respect to transit, warehousing and other facilities, and the treatment 
of commercial travellers samples”. It also provided “in the matter of licensing 
or prohibitions of imports and exports” that each country shall accord most- 
favored-nation treatment to the vommerce of the other ‘“‘with respect to com- 
modities, valuations, and quantities’. The most-favored-nation clause was 
further spelled out to cover any concession that might be granted to another 
country ‘“‘with respect to any duty, charge, or regulation affecting commerce.”’ 
These commitments were subject to specified exceptions. 

Several agreements of this nature were in effect at the time of the enactment of 
the Trade Agreements Act. One of the more recent of these was that signed 
by Ambassador Culbertson with the Government of Chile in 1931 providing for 
most-favored-nation treatment with respect to ‘“‘customs duties and other fiscal 
imposts as well as import licenses and measures of customs restrictions’? (47 
Stat. (pt. 2) 2682 to 2684). 

Thus it is clear that not only did the committee have before it testimony 
as to the need for authority to include in trade agreements provisions dealing 
with a wide variety of barriers to or restrictions on the foreicn trade of tre United 
States, but it also recognized the then existing practice of including provisions 
relating to various types of restrictions in agreements relating to trade matters. 
As the statute and the report of the committee disclose, it was the intention of 
Congress that the President should be able to obtain and make commitments 
in trade agreements relating to such matters. 


Legislative history since 1934 


In recommending renewal of the trade agreements authority in 1937, the report 
of the Ways and Means Committee argued strongly for the continuation of most- 
favored-nation treatment, stating that ‘“‘the exchange of nondiscriminatory 
treatment between the United States and another country is itself a bargaining 
transaction just as is the exchange of a particular duty or other concessions’’ 
(75th Cong., Ist sess., H. Rept. 166, 12). This language not only justifies the 
inclusion of most-favored-nation provisions in trade agreements, but also recog- 
nizes that in addition to particular duty concessions the United States could also 
grant in such agreements “particular . . . other concessions” relating to other 
trade restrictions, Again, in recommending renewal of the trade agreements 
authority 6 years later, the report of the same committee stated that “no one 
now seems to question seriously the desirability of including a reciprocal pledge 
of most-favored-nation treatment in agreements with particular countries’”’ (78th 
Cong. Ist sess., H. Rept. 409, 42). Neither of these references to most-favored- 
ee treatment specifically limit the provisions for such treatment to import 
duties. 

The report of the Senate Finance Committee recommending renewal of the 
trade agreements authority in 1937, in discussing the authority to bind excise 
taxes against increase in order to protect tariff concessions, recognized the prac- 
tice of including in trade agreements provisions for national treatment regarding 
internal taxation. In explaining the inadequacy of such national treatment 
provisions alone under certain circumstances, the report pointed out: 

“In the case of products which are produced in considerable commercial 
quantities in the importing country tariff adjustments accompanied by the pledge 
of national treatment in regard to internal taxation (i. e., taxation of imported 
products and like domestic products on an equal, nondiscriminatory basis) 
afford adequate protection against discriminatory or excessive internal taxes on 
imported products; such a pledge, of course, does not place any definite restrictions 
on the height of internal taxes.’”” (75th Cong., Ist sess., S. Rept. 111, 5.) 

The most recent reference to such matters took place in 1955 in connection 
with the consideration by the Ways and Means Committee of H. R. 1. The 
original version of H. R. 1 which was considered by the committee contained 
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language specifying the kinds of general provisions which the President might 
include in trade agreements. This language read as follows: 

“containing provisions with respect to international trade, including provisions 
relating to tariffs, to most-favored-nation standards and other standards of 
nondiscriminatory treatment affecting such trade, to quantitative import and 
export restrictions, to customs formalities, and to other matters relating to such 
trade designed to promote the purpose of this section similar to any of the fore- 
going: Provided, That, except as authorized by subparagraph (B) [the proclaiming 
authority] of this paragraph, no such provision shall be given effect in the United 
States in a manner inconsistent with existing legislation of the United States.” 
(Ways and Means Committee, Trade Agreements Extension—1955, 19.) 

This language was retained in the bill as reported by the Ways and Means 
Committee, except for the modification of the proviso and the insertion of an 
additional proviso, neither of which are relevant to the question of the scone of 
the trade agreements authority now being considered. he report of the Com- 
mittee in discussing the general scope of this language explained: 

‘“‘As under present law, the President would be authorized to enter into foreign 
trade agreements with foreicn governments or instrumentalities thereof. The 
language continuing this authority has been expressed so as to spell out in the 
section the fact that the President can in entering into foreign trade agreements include 
general provisions of the kind which have heretofore been included in such trade agree- 
ments since the inception of the trade-agreements program in 1934. In the past 
it has been necessary to make various changes in such general provisions in order 
to keep pace with the changes of devices and practices in foreign countries. The 
provisions specified in this subparagraph are illustrative of types of provisions 
which are necessary in order that the President may be able to meet effectively 
new methods of discrimination and other barriers against American exports. An 
important purpose of these provisions is to protect against impairment the tariff 
concessions which the United States obtains in trade agreements.” (84th Cong., 
Ist sess., H. Rept. 50, 3.) 

Thus it is clear that the committee considered the language as merely confirming 
the existing scope of the President’s authority.! 

The report of the Senate Finance Committee on H. R. 1 recommended the 
deletion of this language. Without questioning the views of the Ways and Means 
Committee as to the effect of such language, the Finance Committee merelv stated 
that this deletion, together with another amendment which it proposed in the 
House bill, “‘were made in the light of the fact there is a pending House bill 
(H. R. 5550) authorizing United States membership in the Organization for Trade 
Cooperation which would administer the General Agreement on Tariffs and 
Trade’”’ (84th Cong., Ist sess., S. Rept. 232, 3). H.R. 1 thus became law without 
this language. 

The foregoing summary of the legislative history of the Trade Agreements Act, 
both in 1934 and since, shows that the appropriateness of including general 
provisions in trade agreements was recognized by the Congress. The Ways and 
Means and Finance Committees, when considering the original trade agreements 
legislation, had before them emphatic statements as to the need for authority to 
include in trade agreements provisions relating to other trade barriers as well as 
to tariffs. The report of the Ways and Means Committee, which also became 
part of the report of the Senate Finance Committee, not only supported this need 
in general language, but also referred to earlier agreements on trade matters 
containing such general provisions dealing with nontariff barriers. The broad 
authority to “enter into foreign trade agreements’”’ which was set forth in the act 
must be read in the light of this legislative record. 

Subsequently, the committees, in renewing the trade agreements authority, 
referred favorably to the inclusion of such provisions in trade agreements. 

Thus the Trade Agreements Act itself and its legislative history firmly support 
the proposition, reaffirmed by the Ways and Means Committee in House Report 


' The minoritv of the committee also came to the conclusion, albeit indirectly, that the language was 
unnecessary: ‘‘We have been unable to determine the intended purpose of this new language. We have 
been told that it is merely descriptive of the authority which the State Department already assumes it 
has and which it has already exercised. If this is, in fact, the case, we see no necessity for its inclusion in 
this legislation. The specific grants of authority which are now mentioned for the first time, such as 
“quantitative import and export restrictions’ and ‘‘customs formalities” are themselves so vague as to 
furnish no clear guide as to what is meant. However, the grant also extends to ‘‘such other matters relating 
to such trade designed to promote the purpose of this section similar to any of the foregoing.’’ Noone knows 
to what this refers. Is it intended to constitute authorization or approval for the substantive provisions 
of GATT? ee no need for this new language has been demonstrated. It should be eliminated 
as unnecessary.”’ (84th Cong., Ist sess., H. Rept. 50, 24.) 
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50, 84th Congress, that the act confers ample authority for the inclusion in trade 
agreements of general rules relating to nontariff trade barriers. 


Judicial decisions 


Although no case has been found in which the validity of such general pro- 
visions has been clearly passed on by the courts, there are a number of cases in 
which the Court of Customs and Patent Appeals has referred to such provisions, 
without questioning their validity, in deciding issues before it. In United States 
v. Rathjen Brothers (31 C. C. P. A. (Customs) 70), the court had before it a trade 
agreement provision comparable to that part of article III, paragraph 1 of the 
General Agreement prohibiting under certain circumstances the increase of internal 
taxes imposed on or in connection with importation. Subsequent legislation had 
increased such internal taxes. Without questioning the authority for the inclusion 
of such a provision in the trade agreement, the court held that the trade agreement 
provision and the later statute were ‘‘absolutely irreconcilable,’’ and that, conse- 
quently, the later legislation prevailed. 

In at least two instances the court has discussed most-favored-nation provisions 
in trade agreements (George E. Warren Corp. v. United States, 25 C. C. P. A. 462; 
Balfour Guthrie & Co. v. United States, 31 C. C. P. A. (Customs) 63). Although 
in the first of these cases the court qualified its discussion of the most-favored- 
nation clause by stating, ‘‘assuming that in every instance full authority existed 
for including” the clause in trade agreements, in the latter the court considered 
the most-favored-nation clause in the bilateral trade agreement with the United 
Kingdom without any such qualification. 

In a more recent case the same court referred to the allocation of a tariff quota 
“in aecordance with the basis specified in article III of the Canadian Trade 
Agreement’’ for most-favored-nation treatment in the case of quota restrictions, 
without in any way questioning the appropriateness of the inclusion of such 
provisions (Greene Cattle Co. Inc. v. United States, 36 C. C. P. A. (Customs) 52). 

Thus the courts, although never squarely confronted with the question of the 
authority to include general provisions in trade agreements, have never questioned 
the authority and have treated them as being valid parts of the agreements. 


Scope of GATT compared with trade agreements authority 


The functions of the General Agreement on Tariffs and Trade and of the 
proposed Organization for Trade Cooperation are limited to those which relate 
to trade. Thus, while article I of the General Agreement refers, in its first para- 
graph, to ‘“‘e.onomic endeavour” in addition to trade, and continues with refer- 
ences to ‘full employment,” “real income and effective demand,” “use of re- 
sources of the world in expanding the production and exchange of goods,”’ and 
“development of the economies of contracting parties,” the second paragraph 
of article I states that the contracting parties desire to contribute to these ob- 
jectives “through this agreement” by ‘‘arr:ngements directed to the substantial 
reduction of tariffs and other barriers to trade «nd to the elimination of dis- 
criminatory treatment in international commerce.” Thus, it is clearly stated 
that, regardless of the earlier reference to ultimate objectives (to which some 
countries have coasidered it particularly desirable to refer), any activity under 
the General Agreement directed toward accomplishing those objectives shall be 
undertaken only through the specified methods relating to trade.! 

This differentiation between ultimate economic objectives, and immediate 
undertakings in the field of trade, is also carefully retained in article 1 of the 
Agreement on the Organization for Trade Cooperation. This article states 
that. the Organization is established to further the achievement of the purposes 
and objectives set forth in the General Agreement, but it may act only ‘‘as pro- 
vided for in the General Agreement and herein.’’ The purpose of this clause ‘‘as 
provided for in the General Agreement and herein’’ is set forth in the report of the 
working party of the review session of the General Agreement which recommended 
establishment of the new Organization. This report states that the phrase was 
inserted because it was felt that otherwise article 1 of the Organizational Agree- 
ment might be construed as referring only to that paragraph setting forth the 
ultimate objectives, rather than to the preamble as a whole, which includes the 


! The question may be asked why, if GATT action is related solely to trade barriers, was the broad lan- 
guage relating to other objectives included in the first paragraph of articleI. The answer is that some govern- 
ments do not consider that the reduction of trade barriers is an end in and of itself, regardless of consequences 
such as reduced employment in their countries. They would not wish the argument to be made, for 
example, that trade barriers ought not to be increased (as under the waiver provisions of article XX V of 
the existing General Agreement and parallel article 13 of the Agreement on the Organization for Trade 
Cooperation) because such an increase would be “‘contrary to the objectives of GATT,” unless the objec- 
tives also took account of the ultimate objectives of raising living standards, etc. 
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specification that the undertakings of the Agreement were directed to the attain- 
ment of such ultimate objectives only through specified action in the field of trade 
(GATT Basic Instrs. & Sel. Does., $d Supp., 234; the report refers to the preamble 
of the General Agreement, which originally embodied the provisions which were 
included in article I as a result of the review). As under the General Agreement 
the functioning of the Organization is limited to activity relating to trade as 
specified in the second paragraph of article I of the General Agreement. 

Article I, paragraph 2 of the General Agreement uses the term “barriers” 
whereas the ‘rade Agreements Act in some places uses the term “restrictions.” 
The Trade Agreements Act itself, however, in specifying the finding which the 
President shall make before entering into a trade agreement uses the term 
“burdening * * * the foreign trade of the Uaited States,” as well as ‘‘restricting”’ 
such trade. The Ways and Means Committee, in its report on the original trade 
agreements bill in 1934, used the term “retardation of trade’’ (73d Cong., 2d 
sess., H. Rept. 1000, 16; ibid., S. Rept. 871, 19). Representative Treadway in 
his discussion with Mr. Hull, referred to above, spoke of the latter’s statement 
as to “obstructions to international trade’ and then asked what “these trade 
barriers’? were (House Hearings, 1934, 19). 

Viewed against the legislative history of the Trade Agreements Act, discussed 
above, including the various terms used in 1934 in discussing its scope, the au- 
thority granted by the Trade Agreements Act is indeed sutficiently broad to 
cover the provisions relating to “barriers to trade’ referred to in article I, para- 
graph 2 of the General Agreement, and contained in the subsequent articles of 
that Agreement. 

he relation between the first paragraph of article I of the General Agreement 
(mentioning u.timate objectives) and the second paragraph of that article 
(mentioning the scope of the undertakings in the Agreement directed toward the 
attainment of such ultimate objectives) is quite comparable to the situatioa 
under the Trade Agreements Act. Although the authority in the Trade Agree- 
ments Act is limited to duties and other matters relating to trade, the opening 
language of that act itself refers to the ultimate objective of such trade action 
as being directed toward “establishing and maintaining a better relationship 
among various branches of American agriculture, industry, mining and com- 
merce.” ‘The original Trade Agreements Act also rettered as its ultimate ob- 
jective to ‘‘assisting in the present emergency in restoring the American standard 
of living, in overcoming domestic unemployment and the present economic 
depression” (deleted by Trade Agreements Extension Act of 1949, sec. 4, 63 
Stat. (pt. 1) 698). 

Furthermore, in recommending renewal and extension of the trade agreements 
authority in 1945, the report of the Ways and Means Committee stated five ob- 
jectives of the law. Some were immediate objectives specifically mentioning the 
reduction of trade barriers both in the United States and abroad, whereas the last 
two were broader ultimate objectives. They were as follows: 

““(4) ‘To contribute thereby to an increase of production, employment, consump- 
tion, and general prosperity in the United States and foreign countries, and to 
rising ieveis of living and material welfare in this country and abroad; and 

““(5) By the whoie process to contribute to making more solid and enduring 
the partnership of the United Nations on which security and peace depend.” 
(79th Cong., Ist sess., H. Rept. 594, 3.) 

Thus the question of scope is treated in a parallel manner in both the Trade 
Agreements Act and in the General Agreement. Although, against the back- 
ground of its legislative history the ‘trade Agreements Act authorizes the inclusion 
of general provisions relating to various types of governmental controls which di- 
rectly affect trade, nowhere is there a basis for construing it to authorize the 
inclusion in trade agreements of provisions relating to other methods of attaining 
the ultimate objectives mentioned in the statute and in the committee report 
quoted above. ‘The situation is comparable under the General Agreement, in view 
of the limitation, in paragraph 2 of article I, to the use of trade action as a means 
of working toward the uitimate objectives. Thus the Trade Agreements Act 
contains ample authority for the provisions of the General Agreement as it now 
exists, but does not contain authority for an extension of the existing scope of the 
General Agreement beyond that envisaged by paragraph 2 of article 1, such as 
providing for general codes relating to full employment, investment and various 
types of direct assistance for economic development, private restrictive business 
practices, and commodity control schemes closely regulating international trade 
and prices. In fact, it has always been the policy of this government that United 
States participation in such commodity agreements as the Inter-American Coffee 
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Agreement of 1940 (55 Stat. (pt. 2) 1143), the International Wheat Agreements of 
1949 (63 Stat. (pt. 2) 2173) and 1953 (4 UST (pt. 1) 944), and the International 
Sugar Agreement of 1953 (TIAS 3177) requires specific legislative approval. In 
all such cases there was approval by the Senate of those agreements as treaties. 

Although the headings of some of the articles in the General Agreement might 
suggest that they contain provisions relating to matters other than trade, an 
examination of such articles will disclose that this is not the case. 

For instance, article XVIII is headed “Governmental Assistance to Economic 
Development”. This article does not, however, contain provisions for positive 
action by parties to the Agreement in order to render assistance to the economic 
development of other parties, comparable to the provisions of articles 8 to 12 of 
the Havana Charter for the International Trade Organization, or to avreements 
for according technical assistance for economic development. Artiele XVIII re- 
lates solely to the use of trade barriers for economic development. Aft it contains 
is a set of procedures by which countries in the process of economic development 
may under specified circumstances be relieved from certain obligations they have 
undertaken under other articles of the General Agreement, principally articles II] 
(tariff concessions) and XI (prohibition against quantitative restrictions). The 
principal purpose of article XVIII is to ensure adequate opportunity for consid- 
eration by interested contracting parties of proposals by a particular contracting 
party asking release under the article from such obligations, and in certain 
instances it provides for action by which an impairment of the balance of the 
Agreement resulting from such a release may be restored. Thus this article, like 
the eseape clause proposed by the United States and embodied in article XIX, is 
merely an exception to obligations undertaken elsewhere in the Agreement. 

Reference may also be made to article XV entitled “Exchange Arrangements’’. 
The article deals largely with procedures for consulting with the International 
Monetary Fund in respect of the financial justification for balance of payments 
restrictions and discriminations in their application, permitted by articles XII 
and XIV as exceptions to the basic undertakings contained in articles XI (prohi- 
bition against quantitative restrictions) and XIII (nondiscriminatory application 
of quantitative restrictions). It also contains additional exceptions from the 
obligations in articles XI and XIII (par. 9). The most important undertaking 
in = article from the standpoint of the United States is paragraph 4 which 
provides: 

“4, Contracting parties shall not, by exchange action, frustrate the intent of 
the provisions of this Agreement, nor, by trade action, the intent of the provisions 
of the Articles of Agreement of the International Monetary Fund.” 

Both clauses of this paragraph have a very direct relationship to trade, and 
bearing in mind the various references to the effects of exchange controls on trade 
in Secretary Hull’s statement before the Ways and Means Committee in 1934 
(House hearings 1934, 13 and 19), this paragraph is clearly within the President’s 
authority under the Trade Agreements Act, as were the much more detailed pro- 
visions relating to exchange controls included in a number of the bilateral trade 
i (see article IV of the 1941 trade agreement with Argentina (56 Stat. 
1685)). 

The other provisions of the General Agreement will similarly be found, on 
examination, to relate to govermental barriers to trade, and consequently to be 
within the authority of the President under the Trade Agreements Act. 


3. QUESTION OF DELEGATION TO OTC 


The activity of the Organization for Trade Cooperation in administering the 
General Agreement—its only administrative function—will be the same as have 
been the activities of the contracting parties to the General Agreement at their 
meetings. These consist of (i) consultative and recommendatory activities, (ii) in- 
terpretation of trade obligations and rights in the General Agreement, and (iii) the 
release of contracting parties from trade obligations under certain circumstances. 

The first type of activity includes the consultations with individual contracting 
parties applying balance-of-payments restrictions, the receiving and consideration 
of reports of action taken by individual contracting parties under waivers which 
have been granted to them, and investigations and recommendations in connection 
with the settlement of disputes between contracting parties. None of these 
activities involve any action by the Organization directly affecting rights and 
obligations of contracting parties. The latter two activities—interpretation of 
and release from obligations—will be examined more closely. 
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Before doing so, however, it should be pointed out that the Agreement on the 
Organization for Trade Cooperation specifically states that action by the Organiza- 
tion cannot impose any new obligation on a member which that member has not 
specifically agreed to undertake (art. 3 (d)). This categorical statement limits 
the activities of the Organization to interpretation of the obligations which have 
already been undertaken and to the release of contracting parties from such 
obligations. Even the provisions for amendment of the Agreement on the 
Organization and the General Agreement are carefully drawn to limit the applica- 
tion of amendments to the countries which have accepted them (Organization 
Agreement, art. 16, General Agreement, art. XXX). This is in contrast to the 
agreements establishing certain other international organizations which provide 
that amendments shall under certain circumstances become applicable to members 
which haye,aiot accepted them (see Agreement Establishing the World Health 
Organization; art. 73, 62 Stat. (pt. 3) 2678; and Universal Postal Convention of 
1952, art. 27, 4 U.S. T. (pt. 1) 1300). 

Interpretation of an international agreement such as the general agreement is a 
necessary part of its administration. The function of interpretation may be 
exercised in various forms. It may involve the relatively routine application of 
specific provisions of the Agreement in given circumstances—for example the 
determination in a particular case of those contracting parties with which negotia- 
tions must be carried on because they have a substantial trade interest in proposed 
negotiations of tariff concessions under section A of article XVIII, or under 
article XXVIII, of the General Agreement. It may be set forth in a working 
party report adopted by the Organization, such as the interpretation, on the basis 
of negotiating history, of the words “increased quantities’”’ in the escape clause 
in article XIX to include relative as well as absolute increases (2 GATT, basic 
instruments and selected documents 44 and 45). It may be embodied in a formal 
resolution, such as that by the contracting parties in 1949, indicating that the 
provisions of GATT were not intended to prevent the reduction of margins of 
preference (ibid. 11). In addition to various specific provisions in the General 
Agreement, such as those referred to above in connection with articles X VIII and 
XXVIII, for the making of determinations by the Organization in applying that 
Agreement, article 14 of the Organizational Agreement provides that in the settle- 
ment of disputes the Organization may make rulings, which would include 
interpretations of the General Agreement. 

From the early days of the Republic, the United States has adopted the practice 
of submitting questions of treaty interpretation to an international body for 
decision (see art. 5 of the Jay Treaty of 1794, 8 Stat. 116; see also the statute of 
the International Court of Justice, and the acceptance by the United States of the 
compulsory jurisdiction of the Court, 59 Stat. (pt. 2) 1055, 61 Stat. (pt. 2) 1218). 
There has never been any question as to the authority of the United Btates under 
the Constitution to do so. The agreements establishing a number of existing 
international organizations expressly authorize the organization to interpret the 
agreement which it is to administer (see International Civil Aviation Convention 
(received the advice and consent of the Senate as a treaty), art. 84, 61 Stat. (pt. 2) 
1180; the Articles of Agreement of the International Monetary Fund (membership 
in which was authorized by both Houses of Congress in enacting the Bretton 
Woods Agreements Act), art. XVIII, 60 Stat. 401; the International Wheat 
Agreement of 1953 (received the advice and consent of the Senate as a treaty), 
art. XIX, 4 U. 8. T. 986; and the Universal Postal Union Convention of 1952 
(participation by United States pursuant to prior legislation authorizing the 
conclusion of postal agreements), art. 27, 4 U. S. T. 1300). 

In a multilateral agreement which necessarily deals with technical matters, as 
does the General Agreement, it has been found necessary to include exceptions to 
basic rules; some of these exceptions may be invoked unilaterally without any 
requirement of prior approval by the Organization (see the escape clause in 
art. XIX of the General Agreement). However, in some provisions it was con- 
sidered preferable, often because of the difficulty of writing into the agreement 
exact criteria to cover all possible cases, to give to the Organization the authority 
to release governments, under specified circumstances, from the general trade 
obligations which they had entered into. It was believed, and the history of the 
past 8 years has demonstrated the correctness of this belief, that the majority of 
the members would be less interested in the concrete outcome of individual cases 
than in the fact that such cases are decided on the grounds of principles of the 
General Agreement, thus giving to it a workable balance between stability and 
flexibility. Consequently, most of the instances in which the Organization may 
release a member from obligations represent cases in which some exception has 
been found necessary for flexibility, but in which it has been found desirable, in 
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the interests of maximum stability, to avoid preserving to individual members 
complete unilateral freedom to apply the exception. 

There are several provisions in the General Agreement under which the Organi- 
zation may release individual contracting parties from obligations under specified 
circumstances. An example is that permitting a country to increase aie rates 
of duty (e. g., duties expressed in cents per pound) which have been bound in the 
Agreement against increase, in order to compensate for a substantial devaluation 
of its currency, if such increase will not materially impair the value of the conces- 
sions involved (art. III, par. 6 (a)). Another example is the provision under 
which the Organization may release a contracting party from obligations not to 
impose a particular import restriction, if it agrees that the particular restriction 
is justified for purposes of helping an infant industry (art. XVIII, pars. 16 and 22). 

The most important provisions which would authorize the Organization to 
release a country from its trade obligations. are in the general waiver and the 
settlement of disputes paragraphs which are being transferred from the General 
Agreement (art. X XV, par. 5 (a) and art. XXIII, par. 2) to the Organizational 
Agreement itself. Under the general waiver provision (art. 13 of the Organiza- 
tional Agreement) the Organization may, in exceptional circumstances, release a 
party from an obligation under the General Agreement by a two-thirds majority 
of the votes cast, such majority also representing more than half of all the mem- 
bers. Under the settlement-of-disputes provisions (art. 14 of the Organizational 
Agreement) the Organization may, in serious cases of nullification or impairment 
of benefits under the General Agreement, authorize the party whose benefits have 
been nullified or impaired to withdraw compensatory concessions or other obli- 
gations. 

As has already been pointed out, the Organizational Agreement precludes action 
by the Organization imposing new obligations on members. Thus the actions by 
the Organization under consideration can, in respect to the United States, only 
diminish the obligations of other members when a release is granted to another 
member, or diminish the obligations of the United States, when a release is 
granted to the United States. 

It has been argued that the provisions authorizing the Organization to release 
members from obligations would constitute an unconstitutional delegation to the 
Organization of the authority of the United States. Neither when the Organiza- 
tion is releasing another member nor when it is releasing the United States is 
there any delegation to the Organization involved, since in neither case is it 
exercising any function which could have been exercised by an agency or official 
of the United States. In the case of the release of another member, that other 
country is obtaining a right to take certain action which it could have taken if 
there had been no agreement, but which it had given up, or limited, its right to 
take in becoming a party to the General Agreement. The question of whether 
or not such action should nevertheless be taken by such other country is not a 
matter within the competence of the Congress of the United States (American 
Banana Co. v. United Fruit Co., 213 U. S. 347) but is within the sovereign juris- 
diction of that country. Likewise it is not within the President’s control except 
to the extent that he is able, by negotiation, to persuade that country to under- 
take an obligation, with or without qualification, not to take the action. 

There can thus be no question as to the validity, from the standpoint of dele- 
gation, of an agreement in which the President obtains an undertaking that 
certain action will not be taken by another country except under specified cir- 
cumstances. The other country is then free to act unilaterally when it considers 
the circumstances have arisen. It is equally valid for the President to obtain a 
greater undertaking for the United States to the effect that the other country 
would not take the specified action except under such circumstances as a body, in 
which the United States wields a considerable influence, considers would justify 
the action. Any limitations as to the conduct of foreign governments in exercising 
their own sovereign power over their own regulation of commerce are thus purely 
a matter of what the President can obtain by negotiation, since the regulation of 
another country’s commerce is a matter beyond the legislative power of Congress, 
or the administrative power of the President, or indeed the sovereignty of the 
United States. 

In cases in which the actica of the Organization releases the United States 
from an obligation, such action takes place merely in the field of international 
law, and the effect which it might have in the United States depends upon United 
States domestic legislation, not upon action by the Organization. For example, 
partial implementation of the 1948 waiver by the contracting parties enabling 
the United States, without violation of the General Agreement, to extend certain 
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preferences to the Trust Territory of the Pacific Islands was carried out by act 
of Congress more than 3% years after the waiver was accorded by the contracting 
parties. (2 GATT, Basic instruments and selected documents 9; 66 Stat. 136). 
And the 1950 waiver permitting the United States to increase the duty tem- 
porarily on certain potatoes was made effective by a proclamation in which the 
President exercised his authority under section 350 to terminate in part a prior 
trade agreement proclamation (GATT/CP/61; proclamation 2901, recitals 3, 4, 
and 7, and pt. I (a), 64 Stat. (pt. 2) A427). The action of the contracting parties 
permitting the United States to suspend obligations toward Czechoslovakia under 
the General Agreement had no automatic effect on the actual suspension of such 
obligations; it had to be implemented by a letter of October 2, 1951, from the 
President to the Secretary of Treasury (3 CFR, 1951 supp., p. 54) pursuant to 
Proclamation 2935 of August 1, 1951 (65 Stat. 625), whieh itself was issued 
pursuant to section 5 of the Trade Agreements Extension Act of 1951 (65 Stat. 72). 

It should be noted that several other international bodies, with the express 
approval of the Congress, have been given authority, under varying circum- 
stances, to relieve parties to an international agreement from particular obliga- 
tions, or from obligations generally under specified circumstances. Some of these 
provisions are quite similar to particular provisions in the General Agreement and 
the Organizational Agreement. They have not been considered as constituting a 
delegation to an international organization of powers previously inherent in the 
Government of the United States. 

The Articles of Agreement of the International Monetary Fund contain a 
number of such provisions, probably the most important of which is article VIII, 
section 2, which provides that, with certain specific exceptions, ‘‘no member 
shall, without the approval of the fund, impose restrictions on the making of 
payments and transfers for international transactions” (emphasis added; 60 Stat. 
401). Other provisions in the Articles of Agreement permitting the Fund to relieve 
members from specific obligations are those under which the fund may avree to 
accept securities rather than currency as part of a member’s financial contribu- 
tion, i. e., its “quota” (art. III, see. 5), and the Fund’s right to waive conditions 
regarding the use of its financial resources (art. V, sec. 4). The 1953 International 
Wheat Agreement authorizes the International Wheat Council to relieve importing 
countries which are parties to the wheat atreement from certain of their obliga- 
tions because of balance-of-payments difficulties, or, in the case of exporting 
countries like the United States, because of a short crop (art. X, par. 5, 4 U. 8. T. 
974). 

Some agreements also provide that the particular international body may 
relieve parties from oblizations under exceptional circumstances, comparable to 
article 13 of the Organizational Agreement. An example is the Articles of Agree- 
ment of the International Monetary Fund (art. XVI, under which such broad 
rights may be exercised by a four-fifths vote, 60 Stat. 401). The 1953 Narcotics 
Protocol provides that, in “‘exceptional’’ circumstances, the Central Opium Board 
may temporarily exempt a party from its obligations under the protocol as to 
the level of its stocks of opium (art. 5, par. 5 (a), 8S. Exec. C, 83d Conz., 2d sess., 
p. 10; this protocol has received the advice and consent of the Senate, but has 
not yet. entered into force). 

A number of agreements also contain provisions for action by an international 
body comparable to that provided for in article 14 of the Organizational Agree- 
ment, permitting the international body to relieve parties from obli ations 
toward other parties as a penalty, which usually becomes applicable only if a 
party has not been living up to its obligations under the agreement or to a par- 
ticular obligation imposed by the body itself. Examples are article XIX, para- 
graph 7, of the 1953 International Wheat Agreement (4 U. S. T. 987 and 988), 
articles 87 and 88 of the International Civil Aviation Convention (61 Stat. (pt. 2) 
1180), and article V, section 5, VI, section 1, XIV, section 4, and XV, section 2 
of the Articles of Agreement of the International Monetary Fund (60 Stat. 401). 

In releasing any contracting party to the General Agreement from an obligation 
under that Agreement, the Organization will not be dealing with the private 
rights of United States citizens, but only with the international rights or obliga- 
tions of the United States. The provisions it will be applying are not lezislative 
in nature, but are part of an international contract. The United States, in the 
exercise of its sovereign right to give or withhold agreement, has azreed to these 
provisions subject to a particular type of limitation which permits the Orzaniza- 
tion to diminish (but not increase) the oblizations of parties to the contract. 
Thus there is no question of delegation of constitutional authority to the Organ- 
ization. 
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ADDITIONAL QUESTIONS ASKED OF THE DEPARTMENT OF STATE BY COMMITTEE 
MEMBERS 


Question. Would the United States have to modify any of its laws covering 
trade matters as a result of passage of H. R. 5550 or of U.S. participation in OTC? 
Answer. No. It is true that we do have on the books certain legislation in- 
consistent with part II of GATT, but with the exception of the amended section 22 
which is covered by the waiver, this legislation was in force on October 30, 1947, 
the date of the general agreement, and, under the protocol by which we agree to 
apply the GATT, does not have to be brought in line. 
ackground. It has been implied (see pp. 283-284 of March 5 transcript) that 
the United States would accept GATT pursuant to article XX VI once OTC was 
approved, and hence that all legislation inconsistent with GATT would have to 
be brought in line. This is not true. 

At the ninth session a resolution was drawn up providing that an acceptance 
under article XX VI would be valid even if accompanied by a reservation covering 
inconsistent legislation in existence on the date of the instrument by which a 
country became a contracting party (October 30, 1947 for the United States). 
This resolution must be accepted in writing by all contracting parties to be 
accepts this resolution or some other method is adopted for preventing such 
inconsistent legislation from conflicting with the General Agreement, we will not 
accept the general agreement under article XXVI. After Burma accepts the 
resolution, we will accept the agreement under article X X VI with a reservation 
for inconsistent legislation in existence on October 30, 1947. 

In the meantime other countries cannot put the agreement into effect pursuant 
to article XXVI since countries representing 85 percent of the aggregate trade 
conducted by contracting parties must agree to that; the United States conducts 
over 20 percent of such trade. 


BROADEN OTC BY AMENDING GATT? 


Question. If Congress approves OTC, on the understanding it is only to ad- 
minister GATT, what is to prevent the President from amending GATT in the 
future so as to bring in features of the old ITO such as commodity agreements 
and cartels? 

Answer. No amendment to GATT can have application to the United States 
unless the United States accepts it. GATT is a trade agreement. The President 
has entered into the General Agreement pursuant to the authority contained 
in the Trade Agreements Act, which limits the scope of what the President may 
do under it. The scope of the Trade Agreements Act is determined by Congress. 
The President’s actions under the Trade Agreements Act have been limited to 
exchanging international undertakings with respect to governmental trade 
barriers—tariffs, quotas, internal taxes, exchange restrictions, discriminations, 
customs requirements not involving changes in specific United States laws, 
export subsidies and other governmental impositions which are or might become 
unduly burdening to the foreign trade of the United States. Provisions of this 
kind have been included in trade agreements since the passage of the Trade 
Agreements Act of 1934. In 22 years the President under the Trade Agreements 
Act has never assumed obligations for the United States in respect of cartels or 
commodity agreements. The International Wheat Agreements of 1949 and 1953 
and the International Sugar Agreement of 1953, the only commodity agreements 
to which the United States is a party, were submitted to the Senate for approval 
as treaties. Cartel provisions and general provisions governing the conclusion 
of commodity agreements were included in the ITO, which, however, was 
submitted for approval as a joint resolution. 


SANITARY REGULATIONS 


Question. Does the GATT or the OTC change the sanitary regulations of the 
United States such as foot and mouth disease laws? 

Answer. No. The only reference to sanitary regulations in GATT is an excep- 
tion to the general rule against quotas and embargoes. Article XX provides 
that “Subject to the requirement that such measures are not applied in a manner 
which-would constitute a means of arbitrary or unjustifiable discrimination be- 
tween countries where the same conditions prevail, or a disguised Testriection on 
international trade, nothing in this agreement shall be construed to prevent the 
adoption or enforcement by any contracting party of measures: ‘‘(b) necessary 
to protect human, animal or plant life or health * * *” 

Background. The quoted language is almost identical with that appearing in 
the Convention for the Abolition of Prohibitions and Restrictions approved by 
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the Senate in 1929: “Article 4: The following classes of prohibitions and restric- 
tions are not prohibited by the present convention, on condition, however, that 
they are not applied in such a manner as to constitute a means of arbitrary dis- 
crimination between foreign countries where the same conditions prevail, or a 
disguised restriction on international trade: * * * Prohibitions or restrictions 
imposed for the protection of public health or for the protection of animals or 
plants against disease, insects, and harmful parasites.”’ See also article XXIV, 
paragraph 2 (b), of the postwar commercial treaty with Italy approved by the 
Senate in 1948. 

It is true that a sanitary regulation could be challenged by another party to 
GATT as being a “disguised restriction.’”’ But this possibility is necessary to 
us also as a means of questioning doubtful sanitary regulations of other countries. 
Even if the United States should be questioned, however: (1) The OTC is not a 
source of power in the President to change the regulation; and (2) if the sanitary 
regulation were mandatory under United States legislation in effect in 1947 (when 
we joined GATT) it could not be held to be a violation of GATT because our 
mandatory legislation in effect on that date was, and will continue to be, exempt 
from the GATT rule against quotas. 


MARKETING STANDARDS 


Question. Does GATT prevent the application to imported commodities of 
marketing standards we apply to our own commodities; has the Trade Agreements 
Act authorized the President to negotiate with other countries about marketing 
standards; and does the OTC confirm either of these propositions? 

Answer. The answer is ‘‘No’’ to all three. The Trade Agreements Act does 
not delegate to the President authority to establish, remove, or alter any marketing 
standards established by any United States legislation or required pursuant to 
United States legislation. he only provision in GATT relating to marketing 
standards is an exception to the general rule against quotas and embargoes. 
Article XI, paragraph 2, of GATT provides that “The provisions of paragraph 1 
of this article (prohibiting quotas) shall not extend to the following: 

‘“‘(b) Import and export prohibitions or restrictions necessary to the application 
of standards or regulations for the classification, grading, or marketing of com- 
modities in international trade.” 

Thus, standards applied under the Agricultural Marketing Act of 1937 to 
domestic commodities can be, and are, applied to imported products without 
interference by GATT. 

Background. The quoted language is similar to, but broader than, language 
appearing in the Convention for the Abolition of Prohibitions and Restrictions 
approved by the Senate in 1929: “(The convention shall not prohibit) prohibitions 
or restrictions designed to extend to foreign products the regime established within 
the country in respect of the production of, trade in, and transport and consump- 
tion of native products of the same kind.” 

While a marketing standard applied to imports could be challenged by another 
contracting party as being really intended to protect dgmestic output against 
foreign competition, this possibility is necessary to us also as a means of challeng- 
ing doubtful restrictions of other countries. Even if the United States should be 
questioned by a member of OTC, however: (1) The Trade Agreements Act is 
not a source of power in the President to change marketing standards; (2) the 
OTC is not a source of such power in the President; and (3) if the marketing 
standards were mandatory under United States legislation in effect in 1947 (when 
we joined GATT) it could not be held to be a violation of GATT because our 
mandatory legislation in effect on that date was, and will continue to be, exempt 
from the GATT rule against import restrictions and quotas. 


STATEMENT OF Situation Wita Respect To THE RELATIONSHIP BETWEEN 
Certain UNITED States Laws AND THE GaTT 


1. Escape clause: Although there are differences of wording between the 
“escape clause’”’ in the United States Trade Agreements Act and the corresponding 
escape clause in the GATT, the GATT escape clause is broad enough to permit 
any action required or authorized by the corresponding provisions of the escape 
clause provided for by Congress in H. R. 1. 

One feature of the statutory escape clause which has been cited by some of the 
opponents of OTC as being in conflict with GATT is that which permits the 
President to use quotas. The GATT escape clause, like that in the Trade Agree- 
ments Extension Act of 1951, does permit import quotas. It is true that article 
XI:1 of GATT calls for the general elimination of quotas, but like other obligations 
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of the GATT this one is subject to certain exceptions. One of those is contained 
in the GATT “escape clause,”’ which permits suspension of any obligation (includ- 
ing the obligation not to use quotas), as necessary to prevent or remedy serious 
injury to a domestic industry resulting from obligations assumed or tariff concessions 
made in the GATT. 

A second feature of the statutory escape clause which has been cited by OTC 
opponents as being in conflict with GATT relates to one of the amendments to 
the escape clause incorporated in H. R.1. H. R. 1 broadened the United States 
escape clause by authorizing quotas and higher tariffs to protect any segment of 
the domestic industry, whereas prior to H. R. 1 the trade agreements legislation 
only authorized such action to protect domestic industry. However, since it 
was first introduced in 1947, article XIX of GATT has permitted escape-clause 
action to prevent injury to ‘‘domestic producers.”’ This is certainly not narrower 
than the present legislation. 

It has also been alleged that whereas under domestic legislation escape-clause 
action may be taken if imports have increased relatively even though they may 
not have increased absolutely, the escape clause in GATT would permit escape- 
clause action only if imports increased absolutely. It is true that the escape 
clause of article XIX of GATT refers only to “increased quantities.”” However, 
the GATT contracting parties have been formally on record since 1948 that it is 
understood “that the phrase ‘being imported in such increased quantities’ in 
paragraph 1 (a) of Article XIX was intended to cover cases where imports may 
have increased relatively.” 

2. Valuation: The ‘‘American selling price’’ used as the basis of valuation of 
certain coal-tar products, some canned clams, woolen gloves and mittens, and 
rubber-soled footwear does not represent actual value as defined in article VII 
of GATT but is based on the value of merchandise of national origin. However, 
the United States has no obligation to alter the method of valuation of these 
products because of a provision in the instrument whereby the United States 
agreed to apply the GATT which permits the United States to continue to apply 
legislation in existence on October 30, 1947, which is inconsistent with part II 
of GATT (including art. VII). That provision covers the “American selling 
price”’ cases in United States law. 

Passage of H. R. 5550 or participation thereafter by the United States in OTC 
will in no way affect that reservation. 

The only thing that could affect it would be “definitive” acceptance of GATT 
(under art. XXVI) by the United States. With respect to that, a resolution 
was drawn up at the ninth session which, if accepted unanimously by all con- 
tracting parties will permit the GATT to be applied under article XX VI without 
changing the present situation. Under that resolution the United States could 
validly accept GATT under article XXVI with a reservation for inconsistent 
legislation on the books as of October 30, 1947. 

That resolution has at present been accepted by all contracting parties except 
one. If the resolution is accepted unanimously, making the resolution operative, 
the United States will be able to accept GATT under article X XVI with such a 
reservation. If the resolution is not accepted unanimously, the United States 
does not intend to accept GATT under article XX VI unless some other method is 
found for preventing such inconsistent legislation from conflicting with the 
General Agreement. In the event the United States does not accept under article 
XXVI, GATT cannot enter into force under that article, since acceptance by 
countries the aggregate foreign trade of which equals at least 85 percent of the 
aggregate foreign trade of all contracting parties is required. The United States 
accounts for over 20 percent of such trade, giving the United States an effective veto. 

The above also applies to other parts of our valuation laws which do not con- 
form to the letter of article VII. 

3. Antidumping laws: The Antidumping Act of 1921 requires only a finding 
of “injury” before antidumping duties can be imposed rather than of “material 
injury” which is the language of article VI of GATT. However, in testimony 
before Congress, Treasury representatives have said that they interpreted the 
statute to mean “material” injury. When the duty of determining whether there 
is injury was transferred to the Tariff Commission, a representative of the Commis- 
sion called attention to the Treasury interpretation and said that if Congress 
wanted a different interpretation it should so indicate. The Congress did not do 
so. Therefore this inconsistency is an inconsistency in form only. In any case, 
the United States reservation to part II of GATT, cited above, would remove 
any inconsistency with respect to United States obligations. 

4. Countervailing duty laws: Section 303 of the Tariff Act of 1930 requires the 
assessment of countervailing duties to offset a subsidy or other grant without a 
showing of injury or threat of injury to a domestic industry, while article VI of 
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GATT would require such showing. Again, as with respect to other obligations 
under part II of GATT, the United States is not committed, and will not be com- 
mitted, to change United States laws which may be inconsistent. 
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MeMBERS OF COMMITTEE FOR REcIPROCITY INFORMATION 


Edgar B. Brossard, chairman; Joseph E. Talbot; J. Mark Albertson, alternates; 
United States Tariff Commission. 

Carl D. Corse, member; Leonard Weiss, alternate; Department of State. 

George H. Willis, member; Morris J. Fields, alternate; Treasury Department. 

Prentice N. Dean, member; Norris G. Kenny, alternate; Department of Defense. 

Harry Shooshan, member; John Bennett, alternate; Department of Interior. 

A. Richard DeFelice, member; Weber H. Peterson, alternate; Department of 
Agriculture. 

Robert E. Simpson, member; Harold P. Macgowan, alternate; Department of 
Commerce. 

Philip Arnow, member; Leonard R. Linsenmayer, Edgar I. Eaton, John Ewing, 
alternates; Department of Labor. 

Katharine Jacobson, member; International Cooperation Administration, 

Edward Yardley, executive secretary. 
Address communications: Committee for Reciprocity Information, Tariff 

Commission Building, 8th and E Streets NW, Washington 25, D. C, 


CoMMITTEE FOR Reciprocity INFORMATION 
ORGANIZATION AND FUNCTIONS 


Section 1. Creation and authority—The Committee for Reciprocity Informa- 
tion as now constituted exists by virtue of Executive Order 10082, issued October 
5, 1949,! and Executive Order 10170, issued October 12, 1950. The provisions of 
Executive Order 10082 relating to the Committee for Reciprocity Information 
were issued pursuant to the provisions of section 4 of the Trade Agreements Act, 
a June 12, 1934 (48 Stat. 945; 19 U. S. C. (1946), 1354), as amended. 

Ec. 2. Functions of committee. —Section 4 of the above-mentioned act approved 
June 12, 1934, provides in part that before a trade agreement is concluded with 
any foreign government, reasonable public notice shall be given, in order that 
interested persons shall have an opportunity to present their views to the President 


1 The committee was originally created by Executive Order 6750 of June 27, 1934, which was ye 


by Executive Order 8190 of July 5, 1939, and amended by Executive Order 9647 of October 25, . Exec- 
utive Order 10004 of October 5, 1948, revoked this earlier order and reestablished the committee. Executive 
Order 10082 in turn superseded Executive Order 10004. 


NE en a ea nea eae a eee A 





ee SR I) oS emis 


a 


ORGANIZATION FOR TRADE COOPERATION 81 


or to such agency as the President may designate. The Committee for Reci- 
procity Information is the agency created for the purpose of receiving sch views, 
The function of the committee is to accord reasonable opportunity to all interested 
persons to present their views on any proposed trade agreement or with respect 
to the operation and effect of trade agreements which are in force or to any aspect 
thereof. 

Sec. 3. Organization—The committee consists of a Commissioner of the 
United States Tariff Commission, who is designated by the Chairman of the 
Commission, and of persons designated from their respective agencies by the Secre- 
tary of State, the Secretary of the Treasury, the Secretary of Defense, the Secre- 
tary of the Interior, the Secretary of Agriculture, the Secretary of Commerce, 
the Secretary of Labor, and the Director of the Foreign Operations Administra- 
tion? The Commissioner from the Tariff Commission is the chairman of the 
committee. The committee may invite the participation in its activities of other 

rovernment agencies in any manner consistent with relevant legislation and 
Executive Order 10082. The committee may from time to time designate such 
subcommittees, and prescribe such procedures and rules and regulations, as it 
may deem necessary for the conduct of its functions. 

Sec. 4. Office of committee.—The office of the committee is in the Tariff Com- 
mission Building, Eighth and E Streets NW, Washington 25, D. C., and it is 
open on each business day, Monday through Friday, from 8:45 a. m. to 5:15 p. m. 
(The office is not open on Saturday.) 


CuapTer VII—CommITTEE FOR REcriPROCITY INFORMATION 
REVISION OF RULES OF PROCEDURE 


The Rules of Procedure of the Committee for Reciprocity Information are 
revised as of August 16, 1954, and appear as set forth below. 


PART 701—GENERAL 
See. Sec. 


701.1 Publication of Notices 701.4 Action Taken upon Information Received. 
701.2 Matters of Official Record Available to the 701.5 Suggestions for Presentation, 


Public 
701.3 Matters of Official Record Not Available to 
the Public. 


Authority: Sections 701.1 to 701.5 issued under sec. 4, 48 Stat. 945, as amended, 
Pub. Law 464, 83d Cong., 19 U. S. C. 1354, E. O.’s 10082, 10170, 14 F. R. 6105, 
15 F. R. 6901; 3 CFR, 1949 Supp., 1950 Supp. 

Sec. 701.1 Publication of notices.—Concurrently with the publication pursuant 
to sec. 4 of the act approved June 12, 1934, as amended (48 Stat. 945, 19 U.S. C. 
(1946) 1354; Pub. Law 464, 83d Cong. ), of formal notice of intention ‘to negotiate 
a trade agreement, the Committee for ‘Reciprocity Information shall publish 
notice of the time during which views in writing may be presented, together 
with the period within which application may be made to present oral views and 
the date of the public hearings. Such notice shall be published in the Federal 
Register, and it shall also be issued to the press and published in the Department 
of State Bulletin, the Treasury Decisions, and the Foreign Commerce Weekly. 

Sec. 701.2 Matters of official record available to the public. The following 
information may be inspected by persons concerned during regular offic: hours, 
on request to the Executive Secretary at the office of the Committee for Reci- 
procity Information, Tariff Commission Building, W ashington 25, D. 

(a) Written views filed with the Committee concerning proposed trade- 
agreement negotiations or the operation of a trade agreement already in effect, 
except information and business data submitted for official use only of Committee. 

(b) Transcripts of testimony taken and exhibits submitted at public hearings 
and informal conferences. 

(ce) Notices concerning public hearings and the filing of written views. 

Sec. 701.3 Matters of official record not available to the public.—The following 
information is not available for public inspection: 

(a) Information and business data submitted for official use only of Committee. 
(Title 18, U. S. C., see. 1905 (62 Stat. 791) imposes criminal penalties upon an 
officer or ‘employ ee of the United States or of any department or agency thereof 
who discloses “in any manner or to any extent not authorized by law any informa- 
tion coming to him in the course of his employment or official duties or by reason 


3 Under Executive Order 10082, members of the Interdepartmental Committee on Trade Agreements or 
their alternates are the members of the Committee for Reciprocity Information. 
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of any examination or investigation made by, or return, report or record made 
to or filed with, such department or agency or officer or employee thereof, which 
information concerns or relates to the trade secrets, processes, operations, style 
of work, or apparatus, or to the identity, confidential statistical data, amount or 
source of any income, profits, losses, or expenditures of any person, firm, partner- 
ship, corporation, or association * * *.) 

(b) Information and business data submitted to the Committee for its official 
use only shall be submitted on separate pages clearly marked ‘For official use only 
of Committee for Reciprocity Information.’ The committee may refuse to accept 
any particular information or data so marked which it determines is not entitled 
to exemption from inspection under sec. 701.2. 

Sec. 701.4 Action taken upon information received.—Information of any kind 
received by the Committee will be made available to all governmental agencies 
represented on the Committee for Reciprocity Information. 

Sec. 701.5 Suggestions for presentation.—Suggestions regarding the prepara- 
tion and presentation of written views and oral testimony will be supplied to 
interested persons upon request to the Executive Secretary of the Committee. 


PART 702--WRITTEN PRESENTATION OF VIEWS 


Sec. Sec. 
702.1 Place and Time of Submission. 702.3 Form of Submission. 
702.2 Number of Copies. 


Authority: Sections 702.1 to 702.3 issued under section 4, 48 Stat. 945, as 
amended, Pub. Law 464, 83d Cong., 19 U.S. C. 1354; E. O.’s 10082, 10170, 14 F. R. 
6105, 15 F. R. 6901; 3 CFR, 1949 Supp., 1950 Supp. 

Sec. 702.1 Place and time of submission.—Views in writing shall be addressed 
to the Committee for Reciprocity Information, Tariff Commission Building. 
Washington 25, D. C. Such views can be assured of full consideration only if 
received by the Committee before the close of the period announced for their 
submission to the Committee. 

Sec. 702.2 Number of copies.— Written views must be submitted in not less 
than fifteen copies. 

Sec. 702.3. Form of submission.— No special form is required in the presentation 
of written views to the committee. Written views shall be legibly typed, printed, 
or duplicated and at least one copy shall be under oath or affirmation. 


PART 703--ORAL PRESENTATION OF VIEWS AT PUBLIC HEARINGS 
Sec. Sec. 


703.1 Request for Permission to Present Oral 703.2 Notice of Permission to Present Oral Testi- 
Testimony. — ones. 
. ath. 


Authority: Sections 703.1 to 703.3 issued under section 4, 48 Stat. 945, as 
amended, Public Law 464, 83d Cong., 19 U. S. C. 1354; E. O.’s 10082, 10170, 
14 F. R. 6105, 15 F. R. 6901; 3 CFR, 1949 Supp., 1950 Supp. 

Sec. 703.1 Request for permission to present oral testimony.—Requests to 
present oral views to the committee at public hearings shall be made prior to the 
expiration of the time announced for submitting such requests and will be granted 
only if written views have been submitted by or on behalf of the person making the 
request; : Oral presentations-should supplement information contained. in written 
views. 

Sec. 703.2 Notice of permission to present oral testimony.—After receipt and 
consideration of requests to present oral testimony, the Committee will notify the 
applicant whether or not the request is granted, and, if so, the time and place of 
the hearing. 

Sec. 703.3 Oath.—All oral statements made to the Committee at public hear- 
ings shall be under oath or affirmation. 


PART 704--PRESENTATION OF VIEWS WITHOUT STATUTORY NOTICE 


Sec. Sec. 
704.1 Request for an Informa! Conference. 704.3 Written Views in Other Situations. 
704.2 Purposes of an Informal Conference. 

Authority: Sections 704.1 to 704.3 issued under section 4, 48 Stat. 945, as 
amended, Public Law 464, 83d Cong., 19 U. 8. C. 1354; E. O.’s 10082, 10170, 
14 F. R. 6105, 15 F. R. 6901; 3 CFR, 1949 Supp., 1950 upp. 

Sec. 704.1 Request for an inferma! conference.—Persons desiring to make oral 
presentations to the Committee other than at public hearings may request an 
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informal conference with the Committee. A request for an informal conference 
should be accompanied by a statement of the reasons for the request. Fifteen 
copies of such statement should be submitted to the Committee. 

Sec. 704.2 Purposes of an i> forma’ co fererce-—-An informal conference may 
be arranged for the purpose of enabling interested persons to present their views 
with respect to the operation and effect of a trade agreement which is in force or 
to any aspect thereof. Such a conference may also be arranged in order to enable 
interested persons to present information and views concerning some important 
development in reference to a proposed trade agreement that mav have occurred 
after a public hearing. An informal conference will not be granted as a substitute 
for a public hearing. 

Sec. 704.3 Wrttten views in other situations.—Written views with respect to 
the operation and effect of trade agreements which are in force or to any aspect 
thereof may be submitted to the Committee by interested persons at any time. 
To the extent considered appropriate by the Committee the provisions of parts 701 
to 703 of this chapter shall be applied to the receipt of written and oral views by 
the Committee in cases not covered by sec. 701.1 of this chapter; except that secs. 
701.2 to 701.4, inclusive, of this chapter shall apply in all cases. 


SUGGESTIONS REGARDING THE PREPARATION AND PRESENTATION OF WRITTEN 
BRIEFS AND ORAL TESTIMONY 


General suggestions regarding type of information to be supplied 


The Committee for Reciprocity Information is the agency designated by the 
President to receive the views of interested persons on any proposed or existing 
trade agreement or on any aspect thereof. The Committee has the responsibility 
for seeing that views and information thus received are made available, promptly 
and in convenient form, to the trade-agreement organization for consideration, 
along with other available information, in arriving at specific recommendations 
with reference to tariff or other trade barriers affecting either import or export 
items. 

The Committee for Reciprocity Information believes it is desirable to indicate 
the types of information and data that are ordinarily most helpful to the inter- 
departmental trade-agreements organization in the performance of its functions. 
This applies to the presentation of oral views with regard to current trade-agree- 
ment negotiations, as well as to the presentation of problems that may arise in 
connection with existing trade agreements. 

Written briefs are submitted to the Committee in 15 copies (one of which is 
under oath) and in accordance with a few other simple rules which are stated in 
announcements. Written briefs submitted to the Committee, except material 
offered and accepted in confidence, are available for inspection by interested 
persons. Material offered in confidence should be prepared on separate sheets 
and clearly marked ‘For Official Use Only of Committee for Reciprocity Infor- 
mation.”’ All information submitted to the Committee by interested parties is 
transmitted to the interdepartmental trade-agreements organization. 

The Committee welcomes the full presentation of oral testimony but it is 
preferable that such testimony should expand or supplement rather than merely 
repeat data previously presented in writing, except as relevant to additional 
views presented. Also, the hearings provide an.opportunity to cover develop- 
ments which have taken place since a brief was submitted, or to present infor- 
mation not easily susceptible of explanation in writing. It is particularly desir- 
able that detailed or voluminous statistical material be presented in writing 
rather than orally. 

The Committee desires to discourage the presentation of irrelevant information. 
The emphasis should be on presentation of factual information and views pertinent 
to the specific matters under consideration. All-inclusive requests and general 
protests are unlikely to prove helpful. 


Data with respect to import items 


As regards possible concessions by the United States on import articles, it is 
suggested that in any representation in behalf of domestic industry, attention 
should be gi-en to: 

1. The precise interest which the writer or witness has in the proposed nego- 
tiations; the organization or concern which he represents, its location, productive 
capacity, character and quantity of output, and importance in the given industry. 

2. The character of the domestic industry concerned; uses of its products; 
general location of plants; the number and character of the employees, in terms 
of temporary or permanent character of jobs, the degree of specialization of skills, 
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movement in and out of industry, dependence on local job resources; the quantity 
and value of the annual output; the position of the industry in the national 
business structure; and available information concerning costs in the domestic 
industry in comparison with costs in the principal competing foreign countries. 
In the latter connection, comparative data on labor costs should relate primarily 
to cost per unit of output (resulting from the combination of the productivity 
of labor and rates of wages). Information regarding wages alone, independent 
of productivity, is of only limited value. 

3. The extent and character of the competition to which the domestic industry 
has been or may be subjected by reasons of imports, indicating by description 
and by price brackets, if possible, the precise products in which competition has 
chiefly been encountered or is to be foreseen. If competition is localized, the 
markets in which competition is expected might also be indicated. Since there 
is a possibility that, to a limited extent, existing tariff items may be subclassified 
with a view to distinguishing those types or classes of the general commodity 
which differ as regards the extent of foreign competition, suggestions for possible 
subclassification may also be made. These suggestions should, however, be for 
subclassifications along natural lines recognized in the trade and should not 
involve excessively fine distinctions. 

4. Data on sources of past imports, and prospective changes in sources if the 
United States duties should be reduced. 

5. Data on consumption of the products involved, including trends of past 
consumption and factors likely to influence future consumption. 

6. The experience of the industry with export markets. 

7. Particularly useful are details of a kind not revealed by official statistics and 
known only within the trade, such as those relating to types and grades produced 
or imported, style trends, recent inventions, improvements in processes, and the 
like. 

8. In those special cases where claim is made that the national security is 
involved in consideration of the tariff on any item, full substantiating data should 
be submitted. 

9. If the interest of the domestic industry is in obtaining a reduction of the 
United States Tariff on a product which it utilizes in its operations, it should 
submit, in addition to such information referred to in the final paragraph of this 
section as may be pertinent to its particular situation, full information regarding 
the nature and extent of the impediment to its operations resulting from the 
existing tariff on the item under reference. 

Importers or others desiring a reduction in the United States duty on any com- 
modity should submit data relating to domestic industry and to imports similar 
to that suggested in the preceding paragraphs and should also furnish information 
often not readily available from published sources, regarding conditions and trends 
in the foreign industry as affecting imports into the United States. Where 
appropriate, information should be submitted with regard to competition between 
imports and the nearest comparable domestic product, including the extent to 
which they are actually interchangeable, taking into account grade and quality 
consumer preferences for foreign or domestic specialties, seasonality in imports or 
domestic production, and other pertinent factors. The number and character of 
employees, whether skilled or unskilled, engaged in processing and distributing 
imports might also be indicated. 


Data with respect to export items 


Representations concerning concessions to be requested of a foreign govern- 
ment should include information, as far as possible, on the following points: 

1. The precise interest which the writer or witness has in the proposed negotia- 
tions; the organization or concern which he represents, its location, capacity, 
character and quantity of output, production and sales for export, importance in 
the given industry, etc. 

2. The character of the domestic industry concerned; uses of its products; 
general location of its plants; the number and character of employees; the quantity 
and value of annual output; and the position of the industry in the national busi- 
ness structure. 

3. Description of commodities for which concessions are sought. 

4. Production of commodities itemized under paragraph 3 of this section and 
percent exported. (Give figures for the individual firm and the domestic industry 
as a whole.) 

5. Sales experience of the concern, and of the industry generally, in the foreign 
country with which a trade agreement is contemplated. 
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6. Information regarding the development of competing industry in foreign 
market; whether development is part of foreign governmental plan, together with 
all available information regarding such plan. 

7. Full information concerning the trade barriers from which relief is requested, 
with suggestions as to specific changes desired, and with particular reference, 
where applicable, to the following: 

(a) Import duties and other charges (give, when possible tariff classification, 
item numbers, nomenclature, and approximate ad valorem equivalent of specific 
duties, methods of valuation, basis of duty, kind of duty, fines, et cetera.) 

(b) Tariff preferences (indicate nature, extent, and effect of preference). 

(c) Quantitative restrictions (quotas). 

(d) Clearing, barter, or other agreements involving discrimination against the 
United States. 

(e) Import licensing requirements. 

(f) Exchange control restrictions. 

(g) Government monoplies or other forms of state trading. 

(h) Customs regulations (marking requirements, documentation, and other 
formalities). 

8. Supporting data available to the trade, such as: 

(a) The competitive situation in the foreign market, both with respect to the 
competition with domestic production and with imports from sources other than 
the United States. 

(b) Peeuliar marketing or other conditions such as those involved in eartel 
organizations, government subsidy to domestic production, or other similar 
factors. 

9. In the case of countries with which our trade was interrupted by the war, it 
would in general be desirable to base requests for concessions on both prewar 
and postwar trading experience. 





DEPARTMENT OF STATE 
AUGUST 21, 1954 
PRESS RELEASE No. 467 


Notice oF HEARINGS ON THE REVIEW OF THE GENERAL AGREEMENT ON TARIFFS 
AND TRADE 


The Department of State gives notice that public hearings will be held in 
Washington, D. C., from September 13 through September 17, 1954, concerning 
possible changes in the general provisions of the General Agreement on Tariffs 
and Trade. The hearings will be conducted under the direction of the chairman 
of the United States delegation for the review and renegotiation of the General 
Agreement which will take place in Geneva beginning November 8, 1954. Briefs 
from any interested person will be received by the chairman. These hearings will 
relate to the general provisions of the General Agreement and not to individual 
commodities or tariff rates. 

The review of the General Agreement on Tariffs and Trade has been directed 
by the President in accordance with his message to Congress on March 30, 1954, 
in which he stated that the United States will “suggest to other contracting parties 
revisions of the substantive provisions of the Agreement to provide a simpler, 
stronger instrument contributing more effectively to the development of a work- 
uble system of world trade.” 

Persons may offer views and suggestions as to the handling of any problems now 
covered by the Agreement or any related problem not presently covered. Major 
matters which it is already known are likely to be discussed at the review in 
Geneva are listed below. The review at Geneva of these and whatever other 
subjeets may be raised will include an examination of whether the provisions of the 
present Agreement on these topics have worked satisfactorily and may include 
proposals for modification of any of these articles or for the addition of new articles 
on these subjects to the Agreement. 

1. Organizational provisions of GATT. 

2. Special treatment for underdeveloped countries. 
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3. Agricultural quotas and ry subsidies (covered in present Agreement 
primarily by GATT arts. XI and XVI). 

4. Import restrictions for balance-of-payments reasons (covered in present 
Agreement primarily by GATT arts. XII through XV). 

5. Provisions relating to duration of tariff concessions (art. X XVIII). 

All applications for oral presentation of views concerning the forthcoming 
review shall be submitted to the Chairman of the United States Delegation not 
later than September 3, 1954. All information and views in writing shall be 
submitted to him not later than September 13, 1954. Applications for oral 
presentation should indicate the subject or subjects on which the individual or 
group desires to be heard. 

Such communications should be addressed to: The Chairman, United States 
Delegation to the Ninth Session of the GATT, United States Department of 
State, Washington 25, D. C. 

Five copies of written statements, either typed, printed, or duplicated, shall 
be submitted. 

Public hearings will be held at which oral statements will be heard. The first 
hearing will be at 10 a. m. on September 13, 1954, in the Department of State 
International Conference Suite, ‘Eleventh F Floor, 1778 Pennsylvania Avenue, 
N. W., Washington, D. C. 

Witnesses who make application to be heard will be advised regarding the time 
and place of their individual appearances. Appearances at hearings may be made 
only by or on behalf of those persons who have within the time prescribed made 
written application for oral presentation of views. 

Copies of the General Agreement on Tariffs and Trade and related protocols 
and schedules may be inspected at the field offices of the Department of Com- 
merce or be purchased from the Columbia University Press International Docu- 
ments Service, 2960 Broadway, New York, N. Y. 


DEPARTMENT OF STATE 
JANUARY 4, 1956 
Press release No. 6 


The Department of State announced today that four prominent citizens 
have accepted the invitation of Secretary of State John Foster Dulles to serve 
as advisers to the United States delegation in the multilateral tariff negotiations 
which will begin at Geneva, Switzerland, on January 18. 

The four advisers will be: 

Elliott V. Bell, editor and publisher of Business Week and chairman of the 
executive committee of the McGraw-Hill Publishing Co., Inc. 

Homer L. Brinkley, executive vice president of the National Council of Farmer 
Cooperatives. 

Bryant Essick, president of the Essick Manufacturing Co., Los Angeles, Calif. 

Stanley H. Ruttenberg, director of the Department of Research, American 
Federation of Labor-Congress of Industrial Organizations (AFL-CIO). 

They began their service today by conferring with Secretary Dulles and with 
Herbert V. Prochnow, Deputy Under Secretary of State for Economic Affairs. 

During the next few days the four men will be thoroughly briefed on the tariff 
negotiations by officials of the White House and various executive agencies 
participating in the trade agreements program. Later, they will go to Geneva to 
observe the bargaining sessions at first hand and to take part in the United States 
delegation’s deliberations. 

The United States will negotiate with 24 other countries with a view toward 
reciprocal tariff concessions. These countries, like the United States, are con- 
tracting parties to the General Agreement on Tariffs and Trade (GATT). 

The United States will participate under the authority in Public Law 86, the 
Trade Agreement Extension Act of 1955 (known as H. R. 1 before its enactment 
last June 21). In this act, Congress authorized the President to reduce tariff 
rates by not over 15 percent, or, if a rate now is above 50 percent, to lower it 
to that level. In either case the reduction will take place gradually over a 3- 
year period. 

The United States delegation may offer concessions only on products drawn 
from a selected list which has been publicly announced and made the subject 
of public hearings. 
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The delegation will consist of officials from the Departments of State, Com- 
merce, Agriculture, Defense, Treasury, Interior, Labor, the Tariff Commission 
and the International Cooperation Administration. The list of delegates will be 
published shortly. 

Following is additional information about the four men whose appointments 
were announced today as advisers in the forthcoming negotiations: 

Elliott V. Bell, editor and publisher of Business Week and chairman of the 
executive committee of the McGraw-Hill Publishing Co., Inc., is a former 
newspaperman, economic consultant, and New York State official. 

He was a financial writer for the New York Herald Tribune in 1929, and on 
the staff of the New York Times from 1929 to 1939. He was economic adviser 
to Thomas E, Dewey in 1939-40, and consultant to Wendell Willkie in 1940. 
After returning to the New York Times to serve on the editorial board in 1941-42 
Mr. Bell was appointed New York State Superintendent of Banks in 1943 and 
occupied that position until 1949, when he joined Business Week. 

Mr. Bell is a director of a number of corporations and a trustee of various 
foundations and charitable institutions. He holds a B. A. degree from Columbia 
University (1925) and honorary doctor of laws degrees from Bard College (1950) 
and St. Lawrence University (1954). He lives in New York City, where he was 
born. 

Homer L. Brinkley, executive vice president of the National Council of 
Farmer Cooperatives, has also been a farmer, a county agent, and a college in- 
structor. 

Born in Linneus, Mo., he was graduated from Louisiana State University in 
1919. For the next 4 years he was manager of Louisiana cotton and livestock 
farms and an instructor at Louisiana State. From 1924 to 1928 he was a county 
agent in Louisiana, and from 1940 to 1953 a member of the governing board of 
Louisiana State University. From 1928 to 1952 he was general manager of the 
American Rice Growers Cooperative Association and Exchange at Lake Charles, 
La. He has been in his present position since 1952. 

Mr. Brinkley has served on numerous Government committees and on United 
States delegations to conferences. His office is in Washington, D. C., and his 
home in Falls Church, Va. 

Bryant Essick has been president of the Essick Manufacturing Co. since 1946. 
Before that, he was a partner in the firm from 1922-45. The company makes 
road rollers, air compressors, air conditioners and other industrial equipment. 

Mr. Essick was born in Los Angeles, where he now lives. He attended the 
California Institute of Technology and then the Massachusetts Institute of 
Technology, where he received a B. 8. degree in 1922. 

In 1945-46, Mr. Essick was president of the Los Angeles Credit Managers 
Association, and in 1951—52 he was president of the Merchants and Manufacturers 
Association in Los Angeles. Besides being president of Essick Manufacturing, 
he is vice president of the West Coast Pipe & Steel Co., chairman of the board of 
T. L. Smith Co., and a member of the board of the Security First National Bank 
of Los Angeles, of the California Casualty Insurance Co., and of the Given Manu- 
facturing Co. 

Stanley H. Ruttenberg, director of the AFL-CIO Department of Research, 
was born in St. Paul, Minn., and received a B. 8S. degree at the University of 
Pittsburgh in 1937. 

Starting work for the CIO in 1937, he served as an organizer and field repre- 
sentative in that year and the next; became associate director of research for é10 
in 1939; and was promoted in 1948 to the position of director of the CIO, Depart- 
ment of Edueation and Research. He assumed his present position in December 
1955. 

Mr. Ruttenberg has served on a number of governmental advisory bodies and 
delegations to international meetings during the last 10 years. He is a member 
of numerous professional associations and other organizations. He was a first 
lieutenant in the United States Army in 1943-46. His office is in Washington, 
D. C., and his home is in North Arlington, Va 


(Whereupon, at 12:25 p. m. the committee was recessed, to re- 
convene at 2 p. m. the same day.) 
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AFTERNOON SESSION 


The committee reconvened at 2 p. m., upon the expiration of the 
recess. 

The CuarrMan. The committee will please be in order. 

We have the pleasure of having with us the Secretary of Agriculture, 
Hon. Ezra Taft Benson. , 

Mr. Secretary, we welcome you to the committee hearing. 

Will you please follow the usual custom and give your name and 
the capacity in which you appear? , 

Without objection, you may be recognized and you may present 
your statement without interruption. ; 5 


STATEMENT OF HON. EZRA TAFT BENSON, SECRETARY OF AGRI- 
CULTURE, ACCOMPANIED BY EARL BUTZ, ASSISTANT SECRE-. 
TARY OF AGRICULTURE; GWYNN GARNETT, ADMINISTRATOR, 
FOREIGN AGRICULTURAL SERVICE; ROBERT FARRINGTON, 
GENERAL COUNSEL, AND CLAUDE COFFMAN, OFFICE OF GEN- 
ERAL COUNSEL 


Secretary Benson. Thank you very kindly, Mr. Chairman and 
members of the committee, it is a privilege and great honor to be with 
you here and testify before the committee today. 

I have with me here as my associate, Mr. Earl Butz, on my left, 
Assistant Secretary of Agriculture, under whose supervision comes 
most of our foreign trade work. 

Mr. Gwynn Garnett, on my right, head of our Foreign Agricultural 
Service. 

Mr. Bob Farrington, our General Counsel, and Mr. Coffman, 
associated with Mr. Farrington. 

1 am pleased to have the opportunity to appear before you in support 
of legislation authorizing the acceptance of membership in the Organ- 
ization for Trade Cooperation by the United States. 

I sincerely urge the enactment of this legislation. 

American agriculture has a vital interest in foreign irade and in 
policy affecting that trade. On previous occasions | have indicated 
to this committee the significance of the export market to American 
farmers. 

Let me indicate briefly some of the recent figures which illustrate 
the continuing importance of this market. As in recent years, the 
total value of farm exports from this country continues to equal 
approximately one-tenth of our entire farm income. 

In the calendar year just ended, it is conservatively estimated that 
over $3 billion worth of American farm products found markets 
abroad. The most recently available complete data, covering the 
marketing year 1954-55, show that exports absorbed more than one- 
fourth of our crops of wheat, cotton, and rice; one-fifth of our crops 
of tobacco, and soybeans, and of our lard production, and over two- 
fifths of our production of tallow. 

President Eisenhower, in his message to the Congress on January 6, 
strongly urged the approval of United States membership in the Organ- 
ization for Trade Cooperation. 

The establishment of this organization is the proposal of the United 
States supported by the other member countries of the General 
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Agreement on Tariffs and Trade—GATT—who, on the basis of 7 
years’ experience, have concluded that it would be desirable to have a 
continuous mechanism for the administration of the GATT trade rules. 

The general agreement itself was reviewed in 1955 by representa- 
tives of the 35 member countries and revised to provide rules which 
will more effectively promote trade and protect tariff concessions. It is 
in the interest of American exporters and importers to have such a 
body of regulations governing most of the world’s commerce. 

American agriculture will benefit thereby because these regulations 
will facilitate the movement of goods among the free nations of the 
world. An expansion in world trade can contribute to a stronger 
foreign demand for the farm products of America. 

The countries participating in the general agreement propose to 
establish an Organization for Trade Cooperation whose primary 
function shall be to administer these trade rules. 

I wish to emphasize that OTC cannot impose any new commit- 
ments on any country. It is primarily an administrative organization. 
The proposed legislation would authorize United States participation 
in that organization. 

Agricultural interests throughout the United States would favor 
the creation of such an organization ameng the free nations of the 
world. 

Let me cite some specific recommendations from farm organiza- 
tions along these lines. 

In December 1955, at its 37th annual meeting, the American Farm 
Bureau Federation adopted a resolution supporting the principle 
embodied in the proposal for United States membership in the Or- 
ganization for Trade Cooperation—OTC. 

At the 89th annual session of the National Grange, held in November 
1955, the Grange approved as a part of its foreign policy objectives 
a statement that it favors implementation of the recent Reciprocal 
Trade Agreements extension by multilateral negotiations and agree- 
ments, and through an international organization to administer it. 

A series of agricultural] trade missions sponsored by the Department 
of Agriculture were sent from the United States in the spring of 1954, 
1 to Europe, 1 to Asia, and 1 to South America. They were to explore 
the immediate possibilities of expanding international trade in food 
and fiber. This was to be done by inquiring into the problems facing 
foreign nations in exporting to us. 

One of the mission’s important recommendations upon their return 
to the United States was the renegotiation of the organizational 
provisions of the General Agreement on Tariffs and Trade to define 
properly the functions of this organization. 

They also pointed out that: 

One of the major handicaps to United States exports is the system of bilateral 
trading which now is widely used as a trading policy by many countries. Bilateral 
trade agreements need not necessarily fix the pattern of trade of the countries 
using them for the indefinite future as shown by the fact that shifts have taken 
place among different supplier countries, as well as in the pattern of trade in 
individual commodities. Nevertheless, they do give all indication of limiting 
the opportunity for United States sales in the immediate years ahead. Moreover, 


they tend to create vested interests hostile to a return to multilateral, nondis- 
criminatory and fully competitive trade. 


I wish to stress my wholehearted agreement with the viewpoints 
expressed by these farm organizations and the agricultural missions. 
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The retention of foreign markets for our agricultural products depends 
in large measure on the continuation of multilateral and nondiscrim- 
inatory world trade. 

Bilateral agreements are limited in scope and are time consuming. 

The GATT has been the principal instrament for limiting or re- 
placing special bilateral or regional trade arrangements which would 
hamper the development of a more extensive multilateral trade 
approach. 

Our participation now in the proposed organization, as well as the 
general agreement, would be consistent with the policies and practices 
reflected in our agricultural programs. It would reflect our determina- 
tion to pursue policies looking toward the continuous expansion of 
trade, without in any way impairing our right to take such measures 
as might be required to safeguard our agricultural interests. 

For example, it has already been called to your attention that, at 
the ninth session, on March 5, 1955, member countries of the GATT 
granted a waiver to the United States which recognizes the need for 
the United States to impose import restrictions when necessary to 
protect agricultural programs. 

Under the terms of that waiver, the United States has full freedom 
to take such action as may be required under section 22 of the Agricul- 
tural Adjustment Act, with regard to imports that interfere with our 
agricultural programs. 

The United States must notify, consult, and give consideration to 
representations of other contracting parties when imposing these 
restrictions. It has been our practice to do this. 

Nevertheless, we remain sole judges of the need for and the type 
of action required under section 22. 

In this connection, I would like to recall that the President, in 
his statement on the OTC, in his recent message to Congress on the 
State of the Union, specifically pointed out that the organization 
being “strictly an administrative entity’’, could not: 
alter the control by Congress of the tariff, import, and customs policies of the 
United States. 

Participation by the United States in OTC at this time will be of 
particular value to American agriculture. Our agriculture has an 
important interest in the expansion of international trade. Being 
efficient, our farmers produce substantially more of many important 
produces than is needed at home. 

If trade between the United States and foreign countries is expanded 
both ways, we then can hope to find abroad the growing markets our 
farmers need for such excess production. This can best be done 
through using the multilateral approach of GATT. 

A simple example of how multilateral trade works to the mutual 
advantage of several countries may be helpful. The United States, 
the United Kingdom, and West Africa, carry out trade on a multi- 
lateral basis. The United Kingdom is one of the leading markets 
for our farm products. 

Since 1950 United States total exports of all commodities to the 
United Kingdom have been larger than our total imports into the 
United States from the United Kingdom. 

However, the United Kingdom exports to West Africa are larger 
than her imports from West Africa. West Africa exports large quan- 
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tities of cocoa and palm oil to the United States and buys relatively 
less from the United States than its total exports to the United States. 

Thus these three countries exchange sizable quantities of goods in 
this triangular manner to the mutual advantage of all. 

Under GATT free countries of the world have achieved a substantial 
stability in tariff levels. These tariff commitments have had the 
effect of restraining arbitrary, sudden and sweeping increases in tariff 
rates. This restraint has been effected in spite of GATT’s operating 
during a period of widespread economic adjustments following the 
aftermath of World War II, and the Korean conflict. 

It is my belief that expansion of international trade requires coop- 
erative international action to remove trade barriers. An expansion 
of our imports will assure expanding foreign markets for our farm 
products only if, at the same time, we succeed in securing the removal 
of the discriminatory restrictions against United States farm products 
that have been imposed on a balance-of-payments grounds. 

Under the General Agreement on Tariffs and Trade, foreign coun- 
tries have obligated themselves progressively to remove these re- 
strictions as their financial position improves. Some progress has 
been made in this respect and more can be expected as balances im- 
prove and business adjusts. 

In the interest of American agriculture, we will continue to make 
all possible efforts to free international trade from restrictions that 
are no longer justified. 

In these efforts we expect the new Organization for Trade Cooper- 
ation to be a useful instrument because its principal function is to 
administer the general agreement on tariffs and trade. 

There needs to be an instrument such as the Organization for Trade 
Cooperation, which will insure the full benefits of trade arrangements 
through an effective administration of the arrangements agreed to. 
This organization will afford a forum for the airing of disputes and 
establish continuity for the consultative functions provided for in the 
agreement. A major weakness of GATT has been the lack of an 
adequate organizational mechanism to provide continuity to its opera- 
tions. 

Summary. The proposed Organization for Trade Cooperation 
would reinforce and establish on a more secure footing the system 
of trade rules and tariff bargaining which most of the nations of the 
free world, acting together, have elaborated in the GATT to achieve 
the freer flow of trade on a multilateral nondiscriminatory basis. 

It would help to establish this type of common approach to the free 
world’s common trade problems, as against the bilateral deal approach 
with its end results, particularly for the United States, of restriction, 
discrimination, and the overall shrinkage in volume of international 
trade. 

By enacting this legislation we would demonstrate to the free 
world our true desire to promote greater trade among the free nations. 
We would be assuring the free world of our desire for international 
cooperation in the field of trade, as we have already done in military 
and financial matters. 

We cooperate in the North Atlantic Treaty Organization, a regional 
pact dealing with military matters. 
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If we fail to assume membership in the Organization for Trade 
Cooperation, we may, as stated by our President: 

Strike a severe blow at the development of cooperative arrangements in defense 
of the free werld. 

The main advantages which this organization would offer to the 
United States as a member would be: to work more effectively for the 
removal of discriminatory restrictions against our exports; 

To help establish conditions favorable to convertibility of currencies; 

To work teward the expansion of markets abroad for the products 
of our farms, our mines, and our factories. 

Any contraction of world trade could constitute a sharp setback to 
the United States exports. The production of from 30 to 50 
million acres of cropland in recent years has gone to foreign con- 
sumers. American agriculture cannot afford to lose any of this 
export market. 

We must move forward aggressively on a multilateral basis to 
expand our world trade in agricultural commodities. Our member- 
ship in the Organization for Trade Cooperation will be a positive step 
in that direction. 

Thus, I urge enactment of H. R. 5550. 

The CHarrMan. Does that complete your statement, Mr. Secretary? 

Secretary Benson. Yes, Mr. Chairman, it does. 

The CuarrmMan. We thank you for your appearance and the helpful 
information you have given the committee. 

Secretary Benson. Thank you, sir. 

The CHarrMaNn. Are there any questions? 

Mr. Reep. I would like to ask some questions. 

The CHarrMan. Mr. Reed, of New York, will inquire. 

Mr. Reerp. I am very glad to have you here. 

Secretary Benson. Thank you. 

Mr. Reep. I have had many communications from my district in 
regard to your farm programs. Now, you believe in tariffs, do you 
not? 

Secretary Benson. Yes, I think they have a place, Congressman. 

Mr. Reep. You and I are agreed on one thing. 

You would permit farmers in my part of the country to use pro- 
duction grown on their own farm to feed livestock, permit them to do 
so without being sent to jail; is that correct? 

Secretary Benson. That is correct. That applies to the com- 
modity of wheat particularly, for use as either feed or food on their 
own farm. 

Mr. Reep. They have this cloud hanging over them all the time. 
They are law-abiding people and intend to obey the law. They find 
themselves faced with this situation. When they are short of feed for 
their livestock they cannot use what they grow themselves but must 
get the wheat from the West. 

Now, in regard to agricultural imports, because of the surplus and 
price support of wheat, we protect our wheat growers from imports. 
We protect our wheat from foreign competition. 

Secretary Benson. Yes, that is correct. There is a 21-cent tariff, 
as I recall. 

Mr. Rerp. We not only have the tariff, but also impose an absolute 
and inflexible quota under section 22 of the Agricultural Act; is that 
right? 
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Secretary Benson. Yes, sir; that is correct. 

Mr. Reep. Now, the quota permits only 800,000 bushels of wheat 
to be imported, annually. That is less than \> of 1 percent of our 
wheat crop production. 

The quota on flour is even more restrictive. It permits 4 million 
pounds per year on imports and this is about 4% of 1 percent of our 
flour production. 

Cotton is another agricultural product which enjoys almost com- 
plete protection. The quota on cotton allows imports of 1 percent 
of our production. 

Other products protected from import competition are cottonseed 
oil, peanuts, peanut oil, flaxseed, and flaxseed oil, and dairy products. 

Yet when we try to give our farmer a break in our part of the 
country the House Agriculture Committee takes no action at all. 
Yet at the same time they want all of this import protection. 

Now, I am for protection, I believe that our farmers should have it, 
but I do not like the way my farmers are being treated with regard 
to using wheat grown on their own farms to feed their own livestock 
and poultry. 

I think protection should not be a one-way street. I think that 
those who insist on protection for agricultural commodities should 
give some consideration to the necessity of similar protection for our 
other products, industrial and otherwise. 

It is our industrial payrolls that furnish the main market for our 
farmers. Our tariffs today, as Secretary Dulles agreed this morning, 
are down to about 5 percent on the average. We are not a high tariff 
country any more. 

What I fear is that if we get into this organization, sooner or later 
and under the pressure of domination of these other countries, we are 
not going to be permitted to maintain our agricultural quotas. They 
will want to ship to us. 

I just want to bring that point out. That is the reason why I am 
against these trade agreements. I do not see where we have broken 
down any foreign barriers of any consequence. 

If we get a tariff concession, then the foreign government concerned 
puts on a license system or quota system to take the place of it. I 
have ample material here to show what they have done to us in that 
respect. 

I do not see where it has benefited us at all. 

Of course, we have poured $50 billion into foreign lands. They 
will buy our exports as long as we keep pouring money in there. I 
think that is where the money has come from. 

Secretary Benson. Mr. Reed, may I comment briefly on the ques- 
tion you raised regarding the hardship of your small farmers because 
of this restriction on feed, the use of wheat on their own farm for feed 
or food or seed. 

We have recommended more than once, as you know, vigorously, 
the elimination of this provision from our present legislation. We 
think it is unfortunate that a farmer cannot raise more than fifteen 
acres on his own farm if he wants to feed it to his own livestock, and 
we will continue to push and to press for that modification in the law. 

Now, as I understand it, the OTC, if organized and set up, would 
not attempt to regulate tariffs. It would serve pretty much as a 
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conference organization. It would work in the direction, of course, of 
greater freedom in our trade. 

I was in Europe last year. We had a meeting with our agricultural 
attaches in Paris. Everywhere I went I found that we met this 
problem of quantitative restrictions and other restrictions against 
imports of our agricultural commodities. 

I came back convinced that there was a need for us to sit down with 
our friends abroad and try and loosen up these restrictions. 

We have been pressing very hard to move our surplus commodities 
into export, as you know, and we are very proud of the record we have 
made, even in the fact of some difficulties our exports this past year of 
agricultural commodities are 22 percent above the 30-year average, 
and 16 percent over 1953. 

They are equal to the so-called Marshall plan period. 

So we have been able to step them up. They are 64 percent above 
prewar day. We think there is still some further opportunity for 
expansion of our exports. 

We want to do everything we can to increase those exports. 

The Congress has provided, I think, very wisely, the 83d Congress, 
the Agricultural Trade Development Act which gives us broad power 
and broad authority to move these surpluses into consumption, 

articularly abroad. We are using that machinery to the utmost in 
1elping to build up our exports abroad. 

Mr. Resp. Well, it is a little discouraging after 20 years here 
giving this protection to these people I have spoken about, in cotton, 
peanuts, and everything else, to Siaies that same group oppose any 
relief for the farmers in our part of the country. I do not think it is 
fair at all. 

I congratulate you for the pressure that you have put on them in 
trying to get some relief for the farmers up in our part of the country. 

Of course, with respect to this question of continued foreign restric- 
tions over the past 20 years, they have not been cut down at all so 
far as I can see. 

All we have done is keep reducing our tariffs with the hope and 
expectation that they would also make some concessions. When 
they make a concession, then they turn around and put on some 
license system whereby we cannot get into their country at all. 

I thank you very much. 

Secretary Benson. Thank you. 

The CuarrmMan. Are there any further questions? 

Mr. Stmpson. Mr. Chairman? 

The Cuatrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srupson. Mr. Secretary, we are selling a lot of farm goods 
overseas, but we are providing money to buy it first, are we not? 

Secretary Benson. We are providing some funds. We have in 
this act I just referred to, very broad authority. We can sell for 
dollars; we can exchange surplus agricultural commodities for foreign 
currencies; we can barter; we are doing all three. 

We also have authority to make gifts for relief and welfare pur- 
poses. We are using all of those avenues. 

Mr. Simpson. Now, each one of them helps us to get rid of surplus. 
That is what it is intended for. 

Secretary Benson. That is the major objective, I would say. 
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Of course, when we trade for foreign currencies, many of those cur- 
rencies are used in the countries to pay American expenses abroad, 
military, Embassy expenses, and others. 

Mr. Simpson. Is not GATT one of the limiting factors denying a 
broader use of that authority which Congress has given you? 

Secretary Benson. I think we have not found it so. I do not 
know of any particular case where they have limited this. 

There have been times when we were moving our exports abroad 
that they have raised some question and we have sat down and talked 
the thing through with them, but we have been pressing our exports 
very vigorously. 

I think in years past we have been a bit soft. We have not gotten 
down and bucked for markets as we should. 

If we want to get our share of the world market, we have to continue 
to fight for them. 

Mr. Simpson. Are they insisting upon the provisions of the GATT 
which discourages the export of surpluses and taking more than an 
equitable share of the world market? Are you familiar with that 
phrase in the GATT policy? 

Secretary Benson. A fair share of the world market? 

Mr. Stmpson. Yes. What is called a fair share of the world mar- 
ket. It is a policy limiting our production, avoiding our taking all 
we can grab, is it not? 

Secretary Benson. Of course, I think our record indicates that our 
exports have actually increased in the last few years, very materially. 

Mr. Stmpson. That is when people were starving and we sent 
them money to let them buy it. You do not attribute that to the 
functioning of GATT, do you? 

Secretary Benson. Let me ask Dr. Butz to comment on that. 
He has the figures, I think. 

Mr. Burz. Our exports have increased 17 percent the last three 
years, and while the objections you cite have been coming from the 
foreign nations, we have in fact increased our exports 17 percent 
during that period. 

Mr. Simpson. Is it true out of about three and a half million dollars 
in fiscal 1954—1955 one million seven, was paid for with money we 
sent abroad? 

Mr. Butz. I don’t know the exact figure. I presume that is ap- 
proximately correct. A part of that, however, was used for United 
States purposes. 

Mr. Simpson. Yes. That is not a healthy trade economy, is it? 

Mr. Burz. But in part, we used those commodities to purchase 
military supplies abroad that we would otherwise have used dollars for. 

Mr. Simpson. It is an artificial approach to the solution of our 
surplus. 

Mr. Butz. We do not contend that it is a permanent approach. 
We hope to return to the commercial market when we have eliminated 
our surplus. 

Mr. Simpson. Do you recognize the statements that have been 
made by GATT indicating their policy to be that certain countries 
of the world presently underdeveloped must remain agricultural? 
Have you heard that? 

Mr. Benson. Someone may have made a statement to that effect, 
but I don’t recognize that as policy. 
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Mr. Simpson. In July 1955, one of the GATT reports said in a well 
regulated world farming would be left to the underdeveloped nations 
which could do it more cheaply. 

Would you subscribe to that? 

Secretary Benson. No, not necessarily. 

As a matter of fact, I think that our agriculture can compete with 
agriculture anywhere. I think there is no group of farmers as efficient 
as our own American farmers. 

Certainly I would not think the agricultural production need be 
left to underdeveloped countries of the world. I firmly believe that 
we can Maintain and even increase our exports of foreign commodities 
competitively with the rest of the world, if the trade barriers can be 
reduced or removed. 

Mr. Srmpson. But this group which is operating GATT, and our 
representatives in GATT, presumably agreed with this report which 
we are now indirectly asked to agree to, mainly the continuance of 
GATT. 

Now, do you interpret the bill before us as being one to authorize 
merely administrative matters with respect to GATT? 

Secretary Benson. I would think largely so, Congressman Simpson. 
As I understand it, the GATT is a sort of ad hoc organization that 
meets once a year. This would be am instrument to help to carry 
forward and to develop the objectives which the conference body 
known as GATT decides upon. 

Mr. Stmpson. Would you want to limit it to administrative ac- 
tions? That is the way it was described when it was sent to the 
different cabinet members. 

Secretary Benson. I think largely so. That is what it would be. 
It would be administrative. 

Mr. Stimpson. You recognize it goes far beyond that; it is judicial, 
too. 

When we get into a controversy this group that we are authorizing 
now would make the decisions. OTC would interpret GATT. It 
would be the judge. We would have but one vote out of 35 in inter- 
preting GATT. 

Should Congress find it desirable to amend its laws to protect our 
farmers, Congress may do so, Mr. Secretary, and the GATT countries 
can’t stop us. 

But having done so, if we violate GATT, then we must tell GATT 
so, and GATT will authorize a nation which may complain, to take 
steps against us by possibly denying admission of some of our products 
to that nation. 

But what goods? Who is to be penalized when Congress, to help 
agriculture, passesalaw? That determination will be made by GATT. 

Thus we put our economy deeper and deeper into the noose of 
international politics where we are hopelessly outvoted, and unreason- 
ably restricted in our freedoms. 

Secretary Bunson. I don’t know, Congressman Simpson, that they 
have imposed undue restrictions against us. The effort has been in 
the direction of freeing up trade which is to our interest as a great 
exporting country in the field of agriculture. 

Certainly they cannot raise our tariffs and certainly we are free to 
protect our own agriculture programs. That is why we have insisted 
on section 22. 
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That is intended primarily to protect our own farm programs passed 
by the Congress. 

Mr. Smpson. You recognize that they have made a concession, 
they changed the GATT to permit is to protect our own production 
here, they granted a waiver to us. 

Secretary Benson. Yes, I understand that. 

Mr. Simpson. Have we bargained with them that we would come 
to them and tell them what we have done and we would make every 
effort to remove the necessity for that waiver? 

Seeretary Benson. I think it has been the policy of our own country 
to sit down with our friends and consult with them even before GATT 
came into being, and I would assume we would do that whether or 
not there was any GATT. 

I think it is in our own interest to do that. We want to operate on 
a friendly basis and get as I have said, on a vigorous basis, to get our 
fair share of the world market. 

Mr. Simpson. What is our fair share? Do we not want to improve 
our share of the world market? Do we not want to build it up? 

Secretary Benson. Yes, indeed. I don’t think we have a fair 
share now. 

Mr. Srwpson. You do not think we have? 

Secretary Benson. I feel confident we do not. Take cotton, for 
example, where we have lost a good part of our market because of 
what [ think is an unwise policy on the matter of price supports. We 
have to regain that market. 

I think we have done very well in the exports we move. 

While you point out part of those have been gifts, our dollar sales 
have also increased and we feel that there is a further potential. 

Mr. Simpson. I just cannot believe, Mr. Benson, that you and I 
could be so far apart on this thing. 1 envisage in this group that we 
are asked to authorize and approve today, the very same personnel 
as in GATT. I think we are creating a group international in scope 
with complete authority to change the rules of GATT. 

Secretary Benson. Congressman, I do not share the fear which you 
have expressed. I do feel, however, that should this not work out in 
the long run to the advantage of American agriculture, I would be very 
ready to recommend a change, but from what I have studied of it, 
from what I have seen of our world trade problem in agriculture, | 
think it is worthy of a try. 

Mr. Simpson. We had a proposal for an ITO made some years ago, 
the International Trade Organization, which I am sure you would 
oppose if you were to study it. We have many of the same people in 
GATT who encouraged it. 

If we permit them to go on and amend GATT in that area, I am 
afraid they will broaden it in such a way that we, short of dropping 
entirely out of GATT, will not be able to protect our interests. 

I feel very deeply about it and, therefore, | oppose the program. 

Secretary Benson. | hope your fears will not be sustained, Mr. 
Congressman. 

The Cuarrman. Mr. Secretary, reference has just been made to the 
President of the United States. The present President of the United 
States and the distinguished gentleman who announced yesterday for 
reelection, is the President who is requesting the passage of this 
legislation, is he not? 
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Secretary Benson. That is correct. 

The CuairMan. And the present President of the United States is 
urging passage of the pending bill. You understand that, do you not? 

Secretary Benson. Yes, sir; of course. I quoted from his message. 

Mr. Simpson. And he would be the President for the next 4 years? 

The CuarrMan. Are there any further questions? 

Mr. Mason. Mr. Chairman? 

The CuarrMan. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. Mr. Secretary, I pulled from the middle of your first 

age: 
. “In the calendar year just ended it is conservatively estimated that 
over $3 billion worth of American farm products found markets 
abroad.” 

Secretary Brnson. Yes. 

Mr. Mason. I do not know how much of that, of course, is the 
result of our dollars that we furnished them, maybe a fourth, maybe 
a third, but it does not make much difference. 

The total we shipped of farm products is $3 billion in this last 
calendar year. How much overall farm products did we import 
during that calendar year? 

Secretary Benson. I have the figures here in detail on the GATT 
countries. 

Seventy-six percent of our total agricultural exports went to the 
34 GATT countries. We received 53 percent of our total imports, 
agricultural imports, from those same countries. 

Mr. Mason. Now, 70-odd percent of ours went to them, and 50 
percent of theirs came to us. But what I want to know, Mr. Secre- 
tary, is what is our balance of trade on world farm trade? 

If we ship $3 billion, how much did they ship to us, from the 
world? Was it $4 billion, or more? 

Secretary Benson. We have the total here for all countries. 

$3.9 billion was the total imports from all countries in 1954. 

Mr. Mason. And the year before that it was $4,173 million. So 
you take those 2 years and put them together and the balance of 
trade on agricultural products was a billion dollars in favor of the 
foreign farmer each year, $900 million one year, and a little over a 
billion dollars in the other, and against our own American farmers. 

Now, it does not seem to me that our American farmers are get- 
ting too favorable a shake if the balance of trade on farm products 
is a billion dollars against our own farmers. 

Secretary Benson. Of course, Congressman Mason, a great pro- 
portion of that was what we would call noncompetitive agricultural 
items, such as cocoa, spice, tea, and things of that sort. 

Mr. Mason. I am looking at the overall picture of exports of farm 
products and imports of farm products. Now, if we want to specify, 
we can specify that we have lost over one-half of our foreign markets 
for cotton in the last 10 or 15-years, have we not? 

Secretary Benson. We have lost quite a proportion of our exports 
of cotton. 

Mr. Mason. Would you say it amounts to at least a half? 

Secretary Benson. As I recall, about 4 or 5 years ago about 49 
percent of the total world exports of cotton was American cotton. 
At the present time that has been decreased down to around 20 percent. 

But that has been due largely to our own unwise policies here at 
home. 
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Mr. Mason. I agree with that. I have been against that unwise 
policy for 14 years, but I think we have to do something to at least 
place our own farms on the same basis at least, trade balance, as 
foreign farmers and not always give the foreign farmer a billion dollars 
or more advantage over ours. 

Secretary Benson. I think even over a long period, say 10 or 15 
years, the imports and exports of so-called farm commodities have 
not balanced. 

In the competitive field, what we call competitive agricultural com- 
modities, the imports have been about 60 percent of our exports. 
Those are the ones we are primarily interested in, of course. 

Mr. Mason. That is all, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

Mr. Curtis, of Missouri, will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, I was particularly interested in page 3 
of your statement in connection with the: 

Missions’ important recommendations upon their return to the United States, 
was the renegotiation of the organizational provisions of the General Agreement 
on Tariffs and Trade to define properly the functions of this organization, 

Of course, that is what I am particularly interested in and I think 
that is what these hearings here are interested in, to define the functions 
of the General Agreement for Tariffs and Trade and in particular 
the jurisdiction. 

I wonder if you can provide for the committee and myself the full 
recommendation of the mission on this particular subject. 

Secretary Benson. Yes, I will be very happy to do that. 

(The information requested appears on p. 100.) 

Mr. Curtis. Could you expand a little bit on it now as to what 
they felt needed further definition? 

Secretary Benson. Let me ask Mr. Butz or Mr. Garnett to com- 
ment on that and we will provide the full report of the trade missions 
who as I indicated, went into most of our exportee countries, that 
receive our exports. 

Mr. Curtis. I might say what I am particularly concerned about 
in these hearings, and I expressed this this morning to the Secretary 
of State, is this question of jurisdiction, because we are concerned here 
with a delegation of congressional power and that delegation was 
granted according to the Secretary in the Trade Agreements Act of 
June 12, 1934, as amended, on the basis of that one sentence ‘“To enter 
into foreign trade agreements with foreign governments or instru- 
mentalities thereof,” limited by the definition of what.is a trade agree- 
ment, of course. 

Then you take the preamble on the objectives of GATT and at 
least in my judgment there is quite an expansion over the original 
authority granted by the Congress. 

I was just wondering whether the agricultural missions were con- 
cerned about a similar situation of what the jurisdiction GATT 
should include. 

Secretary Benson. I don’t recall offhand whether they made a 
specific recommendation on that particular point. I can make the 
recommendations available to you and the committee for the record, 
if it is the desire of the chairman and the committee. 

The Cuarrman. Without objection, you may do that, Mr. 
Secretary. 
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(The information referred to is as follows:) 


[Excerpt from ‘“‘Report of Agricultural Trade Missions to the Secretary of Agriculture on Foreign Trade 
of the United States in Agricultural Products.”’] 


GENERAL AGREEMENT ON TARIFFS AND TRADE 


We recommend the renegotiation of the organizational provisions of the Genera! 
Agreement on Tariffs and Trade (GATT) so that the functions of this organization 
are properly defined. We further recommend that the substantive provisio™s of 
GATT be renegotiated as may be needed to provide for equality of obligations 
among signatory countries. 

We suggest that friendly nations which are not now parties to the agreement 
be requested to become so in order that the substantive provisions of the agree- 
ment may have wider application. 

TARIFFS 


We have come to the conclusion that tariff reductions and improvement in 
customs procedure in the United States alone will not suffice to obtain balance 
in our commercial transactions with foreign countries. We recommend, however, 
that tariffs on noncompetitive products such as handicraft goods not extensively 
produced in our country and on commodities of which almost the total United 
States consumption is imported be sharply reduced or eliminated. 

With respect to other tariff schedules, we recommend their careful reexamina- 
tion and selective revision, but only in exchange for equivalent concessions in 
tariffs and trade controls by other countries. 


INDUSTRY CONSULTATION IN TRADE NEGOTIATIONS 


We recommend that agriculture and industry representatives be available for 
advice and consultation in connection with international trade negotiations. 

Mr. Curtis. The Trade Agreement Act, 1934, amended, in its 
preliminary language states whenever the President: 

Finds as a fact that any existing duties or other import restrictions of the 
United States or any foreign countries are unduly burdening or restricting the 
foreign trade, 
but you notice it refers to “existing duties or other import restric- 
tions.”’ 

Now, this committee, the Ways and Means Committee, is quite 
familiar in dealing with import restrictions. I think generally speak- 
ing that language would be pretty much confined to the specific things 
we know. 

The GATT provision refers to substantial reduction of tariffs and 
other barriers to trade. The phrase, ‘‘barriers to trade’’ is broader 
language than ‘‘import restrictions.”’ 

I want to illustrate it. Take, for example, health provisions, of 
course, are important in certain agricultural products processed, like 
cheese, milk, and so on. A health measure could definitely be a 
barrier to trade. It might even, by extending the meaning of import 
restrictions, be referred to as an import restriction, I do not know. 

Personally, I think “‘barrier to trade’’ would cover that. Now, the 
executive department could negotiate, in regard to health matters, 
the health standards that we establish for some of our agricultural 
products. 

Is that within the jurisdiction of the GATT as far as your expe- 
rience as Secretary of Agriculture is concerned? 

Secretary Benson. It has not come to my particular attention. 
We will be glad to check into it and report to you, but I think there 
have not been any cases in which that has been true in our handling 
of agricultural exports. 
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Mr. Curtis. Now, to illustrate this further, you mentioned at the 
end of your presentation a reference to currency convertibility which, 
of course, is @ very important economic factor in trade. 

Secretary Benson. Right. 

Mr. Curtis. Yet I question, in my own mind, whether it would be 
included in the phrase ‘other import restrictions’. Certainly it is 
an economic aspect. 

As far as I can see we are dealing with a delegation of power to the 
executive department and the language in my judgment at any rate, 
is very vague and very broad. It is that sort of thing I am anxious 
to pin down and this series of questions is intended to ask each one 
of our secretaries to see if I can get their judgment. 

Secretary Benson. I think it has been our experience, Congress- 
man, that increase in trade certainly tends toward greater converti- 
bility. 

Mr. Curtis. Mr. Secretary, I think everyone here is interested in 
increasing our foreign trade in view of all the benefits that derive from 
it. The objective of all of us is to try to do that, but the question is 
how do we do it. How is the best way to do it under our form of 
government? 

We are talking about procedure here. We are talking about powers 
that are vested in the Congress by the Constitution and the delegation 
of some of those powers to the executive department. 

I think our trouble lies, the difficulty exists, between our people on 
one side of the situation, and the other, as a result of our failure to 
go into this area and define what we were talking about so that the 
people know what we are talking about. So that the citizens in vari- 
ous groups of industry, agriculture and labor, would know how they 
could process their cases, their views, the information they have 
which pertains to their particular economic endeavor. 

I am trying to examine into that area. 

Now, the next question is rather along that line. Just how does the 
Department of Agriculture go about getting the views of the various 
agricultural interests when it comes to negotiations on some of these 
multilateral trade agreements? 

For instance, the dairy groups, how do they process their case so 
that they are sure that the Department of Agriculture is aware of it 
and the department enters into the negotiations. 

Secretary Benson. There are advisory committees and so forth, 
as you know. Let me ask Mr. Garnett to comment further on it. 

Mr. Garnett. In the first place, this is not in fact a matter of re- 
ducing a duty. OTC is just administering the tariff schedules of 
GATT. 

Mr. Curtis. I am aware of that. 

Mr. Garnett. When it gets down to the duty, we have established 
over the period of the last 20 years very complete trade agreements 
machinery that gives the dairy interests a chance to be heard at every 
stage of the game. 

Mr. Curtis. Who establishes that machinery, the Department of 
Agriculture? 

Mr. Garnett. It is an intergovernmental trade agreement com- 
mittee and Agriculture is one of the important members on that com- 
mittee, Agriculture and the State Department, Agriculture, State, 
Commerce, and so on. 

75018—56——_8 
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Mr. Curtis. Now, that is the procedure. You see, last year I 
asked a series of questions like this and asked that the data be fur- 
nished for the record, and was very much disappointed with the data 
that was furnished. It did not seem to be quite at all established in 
the form your answer seems to intimate. 

Mr. Garnett. Mr. Congressman, I would like to say this is a very 
solidly established procedure and the interest of every group has an 
opportunity to be heard. 

We will be glad to lay that out for you just step by step and show 
how many times on each negotiation affected interests have a chance 
to state their case. 


Mr. Curtis. That is what I would appreciate. 
Mr. Garnett. We will be very glad to do that. 
(The information requested follows:) 


DEPARTMENT OF AGRICULTURE 
Washington 25, D. C., March 23, 1956. 
Hon. Tuomas B. Curtis, 
House of Representatives. 


Dear CoNGRESSMAN Curtis: There is enclosed for your information a copy of 
the summary statement of the procedures established for obtaining public views 
in trade agreement negotiations and operations which is being submitted to the 
Committee on Ways and Means of the House of Representatives. 

Sincerely yours, 
EpMUND PENDLETON, Jr., 
Assistant to the Assistant Secretary. 


PROCEDURES FOR OBTAINING PuBLIC ViEWs IN TRADE AGREEMENT NEGOTIA- 
TIONS AND OPERATIONS 


The Trade Agreements Act requires the President to seek information and 
advice from the Departments of State, Agriculture, Commerce, and Defense, 
and provides that the public shall be given opportunity to present its views to the 
President before any trade agreement is concluded with a foreign government. 
To carry out this requirement of the law, Executive Order 10082 of October 5, 
1949, set up a Trade Agreements Committee (TAC) to advise the President, and 
a Committee for Reciprocity Information (CRI) to receive public views, on any 
proposed trade agreement or with respect to the operation and effect of trade 
agreements already in force. The membership of these two committees is the 
same, and consists of representatives of the agencies named above, and of the 
Departments of the Treasury, Labor, and Interior, the International Cooperation 
Administration and the Tariff Commission. 

The functions of the TAC and the CRI and the procedures applicable to their 
operation as set forth in this Executive order are briefly described below. 

In preparing for tariff negotiations, the TAC sets up a country committee for 
each country which may be involved, consisting of officials of the agencies repre- 
sented on the TAC who are experts in the trade of the particular country con- 
cerned. These country committees prepare lists of the important items in the 
trade between the United States and the other countries concerned. The Trade 
Agreements Committee studies the recommendations of the country committees 
and sends a recommended list of United States import items to the President. 

When the President has approved the list with such changes as he may wish to 
make, it is published by the TAC together with an announcement of proposed 
trade agreement negotiations and a notice that public hearings will be held and 
briefs received to obtain the views of all interested persons and groups as to 
whether tariff concessions on any of the listed items should be made. These 
hearings are held by the Committee for Reciprocity Information (CRI). 

At the same time the Tariff Commission announces the opening of its own 
investigation with respect to the articles on the President’s list for the purpose 
of establishing ‘‘peril points” pursuant to section 3 of the Trade Agreements 
Extension Act of 1951. It also invites interested parties to submit briefs and 
appear at its separate hearings. These hearings are coordinated with those of the 
CRI and written information submitted to the Tariff Commission is made available 
to the CRI to avoid unnecessary duplication of effort by interested parties. 
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Full instructions for filing briefs and making appearances at both hearings are 
included in the announcements, which are published in the Federal Register and 
various Government publications. Copies are sent to every Member of Congress 
and in quantity to all the district officers of the Department of Commerce for 
dissemination to interested people. Many trade associations, trade journals, 
chamber of commerce, and so forth frequently purchase quantities of the notices 
and lists for distribution to their members. They also are given to the press and 
are available on request. 

Copies of the briefs submitted are made available to the members of the TAC 
the country committees, and to Government commodity analysts concerned. 
After the hearings, the information obtained there and in the briefs submitted, 
together with information in the Government files, is studied by the respective 
country committees which then make their recommendations to the TAC as 
regards tariff concessions. The TAC reviews these recommendations item by 
item and approves, modifies, or rejects them. The same process is gone through 
with respect to concessions to be requested from other countries, 

The TAC sends its recommendations direct to the President with a request for 
his approval. It ordinarily makes unanimous recommendations, but in case of 
a divided view which cannot be resolved among the members, a statement of 
views written by the dissenting member or members is sent to the President by 
the Chairman of the TAC together with the statement of the views of the majority. 
This formal procedure of dissent is required by Executive order. 

Meanwhile the Tariff Commission, having made its investigation with respect 
to the items on the published list, sends a report of its findings to the President, 
indicating as regards each item the “peril point,” or minimum rate of duty it 
believes necessary to avoid injury to the domestic industry concerned. 

The President considers the TAC’s recommendations and the report of the 


Tariff Commission, and advises the Chairman of the TAC of his decision. This 
decision constitutes the instruction of the United States negotiators as regards 
the tariff concessions they may make. If any negotiation results in a concession 
on & United States tariff rate below the “‘peril point,’’ the President is required to 
explain to the Congress the reasons for his action. 

With respect to the operation of trade agreements already in force, the pro- 


cedures are similar to those outlined above. Any proposed reduction or binding 
of a United States duty in connection with a renegotiation, including any duty 
already the subject of a concession, is publicly announced, and CRI as well as 
peril-point hearings are held. With respect to the withdrawal or renegotiation of 
other countries’ concessions the CRI likewise invites public representations. 
Similarly, in all cases of application for relief from the effects of tariff concessions 
under the “escape clause”’ (sec. 7 of the Trade Agreements Extension Act of 1951), 
the Tariff Commission announces invesigations and affords an opportunity to 
interested persons to be heard. In the case of the special session of the contract- 
ing parties to the GATT in 1954-55 to review and revise the general (i. e., non- 
tariff) provisions of the GATT, hearings were held by the United States delegation 
to the session to obtain the views of the public on the major issues with which the 
delegation expected to be confronted. 

The recommendations going to the President on all trade agreement matters 
take into account the information thus developed. Moreover, when negotiations 
with other countries are involved, all such information is received by the members 
of the United States delegation. 

The Department of Agriculture’s individual part in the procedures just outlined 
is apparent:in the roles described for the TAC and the CRI, on which the Depart- 
ment is represented. In addition, every effort is made to keep interested agri- 
cultural groups informed, and to operate within the Department on the basis of 
wide representation of interested agencies and specialists. Notices of hearings, 

articularly of new negotiations and of escape clause cases, are published in the 

epartment’s Foreign Agricultural Trade Digest, which reaches all important 
organizations and groups of American agriculture. The Department’s designated 
representatives on the CRI keep other interested persons in the Department 
informed of forthcoming public hearings before the CRI. Since the commodity 
specialists in the Department are in close touch with the branches of agriculture 
which have an interest in domestic and foreign trade, they are in a position to 
inform them as well as to receive their views on such problems in the trade agree- 
ments field as may be of interest or concern to them. 

The representations made to the CRI are given careful study by the Depart- 
ment. Copies of the written statements submitted and copies of the transcripts 
of orai testimony are circulated by the Department’s representatives to the other 
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interested persons in the Department to assist them in their consideration of trade 
agreement problems. Moreover, a considerable amount of correspondence from 
and calls by interested individuals or groups come directly to this Department, 
particularly when preparations for tariff negotiations are under way. Any infor- 
mation developed by such means is transmitted by this Department’s representa- 
tives to the other members of the CRI. 

Department of Agriculture representatives on the TAC and the CRI regularly 
serve on the United States delegations to tariff negotiations and to regular business 
sessions of the contracting parties to the GATT. In this way the experience 
gained by the Department’s representatives through public hearings on trade 
and tariff matters is carried through to the negotiations with other governments. 

The delegation to a tariff negotiation also has the benefit of the presence of 
pubiic advisers designated by the Assistant Secretary of State for International 
Organization Affairs, on authority delegated by the Secretary of State, after 
consultation with other parts of the executive branch. Among these advisers, 
one is regularly chosen on the basis of his interest in, and knowledge of domestic 
agricultural problems. 

Mr. Curtis. I might state in regard to our comment on OTC, I 
think everyone here is aware of the fact that OTC is a proc edural 
thing, but in my judgment it is impossible to separate the administra- 
tive organization, such as OTC would be, from the organization which 
it seeks to administer, which is GATT. 

And GATT has never been submitted, nor is it being submitted at 
the present time, to the Congress, or to this committee, for its con- 
sideration. 

So, in order to understand what we are doing on OTC, in my judg- 
ment, at any rate, we have to go in and understand GATT a little 
more thoroughly and how its procedures are set up, whether or not it 
is within the confines of the delegation of powers that Congress has 
granted the executive. 

Secretary Brunson. As those procedures pertain to agriculture, we 
will be happy to provide for the record the true picture, as we under- 
stand it, as it operates. 

Mr. Curtis. Thank you very much. 

The CHarrMAN. Are there any further questions? 

Mr. Essruarter. Mr. Chairman? 

The CuarrMan. Mr. Eberharter, of Pennsylvania, will inquire. 

Mr. Eeeruarter. Mr. Secretary, will you please name some of the 
noncompetitive agricultural imports that you mentioned before? 

Secretary Benson. I was thinking particularly of tea and coffee, 
cocoa, and many of the spices and to some degree sugar, of course. 

We produce only about 52 percent of our total consumption of 
sugar and a certain percentage of our wool is imported. 

Some of the tropical fruits, bananas, and so on. 

Mr. Eseruarrer. If those noncompetitive products were excluded 
from the figures, the ep of the United States would be greatly in 
excess of the imports of agricultural products? 

Secretary Benson. Yes. 

Mr. Enernarrer. It is impossible for us to grow coffee, bananas, 
cocoa, and some of those other items you just mentioned. 

Secretary Brunson. The big item, of course, was rubber which I 
did not mention. 

Mr. Esernarter. Could you give us the figures on those non- 
competitives? You may do that for the record later on. 

Secretary Benson. We will do it in detail, if you like. 

In round figures our competitive imports are about 60 percent of our 
exports, but we could give you details, if you would like them. 
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Mr. EseruHarter. Just give us the total figures so that we can have 
them for the record. 

Secretary Bunson. I will be happy to do so. 

The CHarrMan. Without objection, please do that, and the infor- 
mation will be inserted in the record. 

(The material referred to follows:) 


SuMMARY TABLE: Value of foreign trade, year beginning July 1, 1953-54 and 
1954-55 * 
[Thousand dollars] 
Year neon July 1 
1953-54 | 1954-55 


2, 935, 905 , 142, 842 


EXPORTS (DOMESTIC) > 
Tota) agricultural - -- pehAl aoe 


| 
' 
| 
| 
| 
j 
| 


otal supplementary _-_- Rol sna cbctndih de dbleih ns ips WUareln atid 1, 693, 760 , 515, 189 
otal complementary - _. ; cal i tacadeeandans cesetneieaiowadsdarna lt ae ae 2, 271, 353 
Total agricultural - ___. Pa 4, 175, 892 3, 786, 542 


* Preliminary. 

> Exports under various special economic-aid programs are included in figures appearing in this publi- 
cation, but separate figures are not being compiled by the Bureau of the Census on exports under these 
programs. Excluded from the export figures are shipments to the United States armed forces abroad for 
their own usa, shipments between continental United States and the territories and possessions, and ship- 
ments between the territories and possessions. Excluded from the dollar value is any export subsidy paid 
to private United States exporters on shipments of domestically produced agricultural commodities. 

¢ In the classification of agricultural imports into supplementary and complementary groups, all those 
similar to agricultural commodities produced commercially in the United States and all others that are 
interchangeable in use to any significant extent with such United States commodities are considered sup- 
plementary. Complementary includes all others. 


Source: Foreign Agricultural Trade of the United States, Fiscal year 1954-55, U. 8. D. A., Foreign Agri- 
nitural Service. Issued Noy. 1955. 


The Cuarrman. Mr. Secretary, if there are no further questions, we 
thank you for your appearance and the information you have given 
the committee. 

Secretary Benson. Thank you, Mr. Chairman. 

The CuarrMan. The next witness on the calendar is Hon. Douglas 
\MeKay, Secretary of the Interior. 


STATEMENT OF HON. DOUGLAS McKAY, SECRETARY OF THE IN- 
TERIOR, ACCOMPANIED BY FELIX E. WORMSER, ASSISTANT 
SECRETARY, MINERAL RESOURCES; WESLEY A. D’EWART, AS- 
SISTANT SECRETARY, PUBLIC LAND MANAGEMENT; ARTHUR 
M. SANDBERG, FISH AND WILDLIFE SERVICE; AND JOSEPH 
C. McCASKILL, STAFF ASSISTANT, OFFICE OF ASSISTANT 
SECRETARY 


The CuarrmMan. Mr. Secretary, we are very glad to have you with 
us. We extend you a very cordial welcome. 

You may give for the record your name and the names of those who 
appear with you. 

Secretary McKay. Yes, sir. On my left is Felix Wormser, assist- 
ant secretary in charge of ‘minerals: Wesley D’Ewart, assistant secre- 
tary of lands; Mr. Sandberg, of Fish and Wildlife; and Joseph McCas- 
kill, of Secretary Wormser’s office. 
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The CHairman. Mr. Secretary, we are very glad to have you with 
us, and you are recognized to present your statement, without inter- 
ruption. 

It is a pleasure and a privilege to appear before this Committee in 
support of H. R. 5550. This proposed legislation, if enacted, would 
authorize the United States to join with other nations in establishing 
an Organization for Trade Cooperation. 

Secretary Dulles has explained in detail the nature and scope of 
the proposed organization. He, likewise, made it clear that the 
principal function of the proposed organization will be to administer 
the multilateral trade agreement, known as The General Agreement 
on Tariffs and Trade. 

The Congress is not being asked to pass on the details of under- 
takings and obligations of the United States under the General 
Agreement. They are within the authority granted the President by 
the Reciprocal Trade Agreements Act. The Congress, im passing on 
H. R. 5550, will be passing on the question of whether or not the 
interests of the United States will be best served by joining with other 
nations of the world in an organization whose purpose primarily 
is to facilitate and make more effective the basic trade principles of 
the General Agreement. 

Essentially, our problem is this: Will the United States gain from 
more effective international cooperation in trade matters as provided 
in this bill? 

The Department which I represent is concerned with the de- 
velopment and use of the Nation’s natural resources. These re- 
sources, are, of course, fundamental in importance to our security 
and to the wellbeing of our economy. ‘They supply a large portion 
of the raw material needed to buttress our defense and expand our 
peacetime productivity. I, therefore, am much concerned with the 
wellbeing of those industries engaged in developing these resources 
and channelline them into our economy. I am convinced that these 
industries on the whole and over the long term stand to profit from 
the kind of imternational cooperation in trade matters, envisaged 
by the legislation before you. 

The Interior Department shares also with other Government agen- 
cies a responsibility to see that supplies of raw materials are adequate 
to meet the needs of an expanding economy. Stable trade is almost 
essential if this objective is to be met. 

The overriding purpose of the OTC is to bring about conditions most 
conducive to expanded trade. Trade cooperation, like any. legitimate 
business transaction, seeks to benefit both parties. As°most of you 
know, I used to be in the business of selling automobiles. Any 
automobile dealer—to stay in business in the same town—must 
please the car buyer. So in every deal I ever made, I tried to make a 
little money for myself, make a little for the car manufacturer, and 
have a buyer delighted that he was getting a bargain. 

Now, international trade, just as the downtown retuil trade, 
needs some rules and regulations that are generally accepted. If 
each country just goes it alone, we are likely to see more and more 
currency manipulation and exchange restrictions, more extensive 
resort to quotas and embargoes, and the enactment of higher restric- 
tive tariffs. We are living in an age in which the free nations of the 
world must cooperate in trade, if peace, stability, and economic 
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progress are to take place. It is only through effective international 
cooperation that we find the means of expanding trade, of encouraging 
investment, and making wise use of our natural resources. 

Mr. Chairman, it is my conviction that the cooperation in trade 
promotion which has taken place under the general agreement has 
already served substantially to expand world production. 

Foreign demand for United States coal, molybdenum, sulfur and 
other minerals and metals helped to push overall production of minerals 
and mineral fuels during 1955 to an all-time high. Thanks in part 
to the pressures brought under the general agreement, import quotas 
set by certain European nations against United States coal were 
removed a year ago with the result that exports of American coal to 
overseas countries in 1955 more than doubled. 

For a while, importing countries played on-again and off-again with 
import quotas, exchange restrictions, and the like. As a result, 
American coal exporters experienced periods of feast and famine. 
We have been able, however, in international forums to persuade 
these countries to abandon these discriminations against United 
States coal imports and our domestic producers now have what looks 
like an excellent export market. In 1955, coal production in the 
United States was up some 73 million tons over 1954. More than a 
fourth of this increase was accounted for by an increase of 20 million 
tons in the exports to overseas countries. 

We, of course, cannot be certain that these countries may not again 
return to the old exchange restrictions and import quotas. The use 
of exchange restrictions and the like is still widespread. The OTC 
will provide more adequate opportunity for us to protest such methods 
and encourage the adoption of sound trade practices. 

I am convinced, Mr. Chairman, that the kind of cooperation 
envisaged by the Organization for Trade Cooperation is completely 
in keeping with our own free enterprise tradition. There is to be no 
regulating of production or establishing of marketing quotas. The 
OTC will have no authority to create and administer an international 
commodity agreement. H.R. 5550 adds no one whit to the authority 
of the President to enter into trade agreements pursuant to the 
Reciprocal Trade Agreements Act. And, it should be fully under- 
stood that this measure, if enacted, gives no authority to any inter- 
national body to alter in any way the tariff structure or import 
restrictions of the United States. The bill now before you is not 
intended to authorize any change in our international trade policies. 

With this understanding of the measure—that we retain our 
sovereign control over tariff legislation, our rights to invoke the 
escape clause, to take such action as may become necessary to restrict 
imports when they threaten to impair our security (as authorized by 
the Reciprocal Trade Agreements Act of 1955), and in other ways to 
give reasonable and proper protection to domestic producers, | am 
fully convinced that the enactment of H. R. 5550 is in the national 
interest. 

I am determined that the policy adopted by the President’s Advisory 
Committee on Minerals Policy of fostering a strong, vigorous and 
efficient domestic mineral industry shall be carried out. I am equally 
determined to do all possible to maintain efficient domestic fisheries. 

The Organization for Trade Cooperation will serve to strengthen a 
program that, while far from perfect, has brought us a high level of 
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trade which, in turn, has been beneficial to industry, labor, and our 
standard of living. This program has operated under the umbrella 
of the General Agreement on Tariffs and Trade. For 8 years, the 
general agreement has functioned primarily through its brief annual 
business sessions. The measure before you seeks to give it the mini- 
mum administrative machinery to function the year round. Unless 
approved by the United States, the Organization cannot come into 
being. I recommend favorable ‘consideration of H. R. 5550. 

The CuarrMan. Does that complete your statement, Mr. Secretary? 

Secretary McKay. Yes, sir. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Reep. Yes. 

The Cuarrman. Mr. Reed, of New York, will inquire. 

Mr. Reep. I am glad to see you here, Mr. Secretary, and your 
associates. 

You do believe in tariff protection, do you not? 

Secretary McKay. Yes, sir. 

Mr. Rerp. We have had the trade agreement program for about 
20 years. I cannot see where it has resulted in lowering any signifi- 
cant trade barriers abroad. An American manufacturer of heavy 
electrical power equipment has found it impossible to ship to Aus- 
tralia, Western Germany, or the United Kingdom. 

The governments of those countries will not permit their private 
industries to buy such equipment, nor will the governments them- 
selves buy the equipment. 

That is one of the restrictions that has existed for years and years 
and with all of the trade agreements we have entered they have not 
lowered those barriers. 

According to The Economist in London, the British quota regula- 
tion for 1955 would allow the importation of only 60 American-built 
cars. Moreover, the importers would have to pay a 334, or 29 percent 
duty, depending on whether the cars were built in the United States 
or in Canada. 

The same article reported that new car production in Britain was 
running at the rate of 370 thousand per year. 

Thus, their import quotas allow the importation of only two-tenths 
of 1 percent of their domestic production. 

All along the line in about every country we deal with, these barriers 
still exist. 

What I am fearful of, the reason I am opposing this bill, the reason 
I am always opposing trade agreements, is that we go ahead and make 
concessions and get our tariff down to 5 percent on the average. It is 
among the very lowest of the nations in the world, far lower than 
Great Britain and other nations. 

So I cannot see where these barriers are being lowered. We are 
lowering our tariffs, but they are not cutting down their own barriers 
abroad. 

Secretary McKay. Mr. Reed, I recognize that what you say with 
regard to Great Britain’s automobile manufacture is true. 

On the other hand, let me cite Venezuela. Venezuela gets a lot 
of money out of us from the oil they export to our country. They, 
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in turn, bought more automobiles in 1954 than any other country 
in the world. 

Mr. Reep. Do we have a trade agreement with them? 

Secretary McKay. Yes. Of course, they don’t manufacture auto- 
mobiles, I don’t believe, down there. 

Mr. Reep. I want to make my position entirely clear. I have 
deep convictions on this matter. I believe in tariff protection for 
this country. I believe it has made this country great. 

I see where we want protection for all agricultural products which 
I do not object to at all. We should have them. We should have 
quotas or embargoes on wheat, corn, and various other agricultural 
products. 

So I believe in tariff protection. We have to have it. 

I do not think we can continue to prosper without it. Certainly 
not in my part of the country, because many of our small towns could 
not survive unless they had protection. 

Protection has been already reduced so much that some of my in- 
dustries already, right now, are folding up as a result of imports that 
are coming in from abroad. 

I just want to make my position clear on this thing because I can- 
not go along. much as I would like to do so. 

The CuarrMan. Are there any further questions? 

Mr. Curtis. Yes, Mr. Chairman. 

The CuHarrMan. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. Mr. Chairman, I think it is wise to reiterate one 
general statement in regard to my views. 

I have an open mind on this subject at the present time. The ques- 
tions I ask may seem to indicate the fact that I have preconceived 
notions. I ask these as a technique for getting information. 

Now, Mr. Secretary, your sentence at the top of page 2 says: 

If each country just goes it alone, we are likely to see more and more currency 
manipulation and exchange restrictions. 

And then you go on to discuss others. I would like to ask this 
question: Whether you feel under the basic authority granted the 
Executive to enter into trade agreements with foreign governments, 
which seems to refer to changing existing duties, or other import 
restrictions, whether there would be any authority to do anything 
about currency manipulation and exchange restrictions? 

Secretary McKay. No, there is no enforcing authority, but I, 
myself, worked 35 or 40 years and belonged to local trade associations 
in the business I am in. We haven’t any authority to enforce any- 
thing there but we have accomplished a great deal by mutual agree- 
ments. 

Mr. Curtis. In GATT there seems to be authority to go ahead and 
enter into agreements to affect the currency manipulation and exchange 
restrictions. 

You see, what we are talking about is substantially a delegation of 
congressional power to the executive. The first language I read has 
to do with the original congressional delegation. 

Secretary McKay. Mr. Curtis, it is not my understanding that the 
general agreement has any authority to enforce these things. I will 
ask my staff if I am wrong. 

Mr. Curtis. I think they are enforceable, are they not? The 
United States enters into them, it lives up to them. 
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Secretary McKay. You don’t always have to live up to them. 
There are ways in which you can get out. We have the escape 
clause. 

Mr. Curtis. That is a specific procedure by which you might be 
able to get out, but you have to follow that procedure to do it. 

Your statement says, ‘that Congress within the authority granted 
in the Trade Agreements Act”’. You start out by presuming that is so. 

AllI am trying to do is get at this question of the delegation of au- 
thority, what is the extent of the jurisdiction of GATT, because you 
appear before us asking us to adopt OTC, that is setting up adminis- 
trative machinery to carry out what is being done under the General 
Agreement. 

Secretary McKay. Under OTC, of course, we can protest any 
currency manipulation or things that are not to our advantage, but I 
don’t understand that under either one of them we can be forced to 
do things. 

Mr. Curtis. I am not talking about forcing. I am talking about 
authority to agree. 

In other words, does the executive department have the authority 
to make and enter into agreements that affect, let us say, using the 
reference I made, exchange restrictions and currency manipulation? 

You see, it is not forcing because it is a voluntary agreement by our 
officials of the executive department. It is just a question in my mind 
as to whether the Congress has delegated that authority to the execu- 
tive representatives. That is the area I am trying to examine. 

Secretary McKay. Mr. Curtis, would you mind if I asked Mr. 
McCaskill to answer it? 

Mr. McCasxinut. Mr. Congressman, you are questioning, are you 
not, whether there is authority under the Reciprocal Trade Agree- 
ments Act to make an agreement with regard, say, to currency devalua- 
tion? 

Mr. Curtis. That is right. 

Mr. McCasxunu. I think generally speaking that most of the ne- 
gotiations under the general agreement affecting such things as import 
quotas, internal taxation, currency restrictions, and the like, have 
been aimed at preventing the negation of a tariff concession by these 
other means. 

If we enter into an agreement whereby there is a reciprocal lowering 
of certain tariff restrictions and the country turns around and imposes 
an internal tax on the imports of that commodity, that is in effect 
nullifying the concession. 

So there have been efforts to prevent such nullification of conces- 
sions by agreements not to impose exchange restrictions, quotas, or 
other quantitative controls, internal taxation, and the like. 

Mr. Curtis. I want to make my position clear. I understand that. 
In fact, I think it is helpful to go ahead and negotiate trade agree- 
ments, vou have to go into those areas. 

What I am getting to is the authority of Congress granted under 
the Reciprocal Trade Act, at least it seems to be historically connected 
with tariff and import restrictions. 

Certainly Congress ought to consider whether they should have ex- 
tended that authority to include these other areas, 1 might well agree 
with it. If we did, then Congress would set up certain procedures to 
protect the rights of individual citizens to petition and so forth. 
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Take in tariffs, we have a lot of procedure. We have the Tariff 
Commission and so forth. 

How can our citizens function under such an operation? Even in 
these additional areas of customs restrictions they know how to 
proceed, but in all of these new areas that have been devised, what we 
call trade barriers, we have not established procedure because Con- 
gress has never gone into the question. At least it seems to me Con- 
gress has not gone into the question of whether granting the Executive 
department power to enter into international trade agreements in- 
cludes all matters that relate to trade. 

I might be the very first Congressman to insist that we grant that 
authority to the Executive, but I think we might properly raise the 
question, has that authority been granted, because as I look at GATT 
and the virious clauses and all the areas that they have gone into, it 
seems relatively clear to me that that organization has gone way 
beyond the area of tariffs and import restrictions. 

I cannot help but feel that is the trouble we are experiencing in this 
country and the fear on the part of many industries, many sections of 
agriculture, labor unions, is the fact that they do not know how to 
proceed when they want to present points of view and complaints. 

I would like to request the Secretary to supply for the record the 
procedures that are set up in the Department of the Interior whereby 
the various industries that you deal with, like mining and so forth, 
can present their point of view before trade negotiations are entered 
into, plus one other thing: plus their complaints that might occur on 
what has existed in some country abroad that they think is unfair 
trade practices, so that they can gear that information to you and then 
how your department in turn is set up to see that that does get inter- 
jected into our trade negotiations. 

Secretary McKay. Mr. Curtis, we will be very glad to make a 
report of this committee on that. 

(The material requested above is as follows:) 


The Interdepartmental Committee on Trade Agreements is the agency through 
which the President seeks information and advice before concluding a trade 
agreement under the authority of the Trade Agreements Act of 1934, as amended 
and extended. The functions of the Committee are set forth in Exedutive Order 
No. 10082. A representative of the Department of the Interior is included in 
the membership of the Committee. 

In preparation for trade and tariff negotiations the Trade Agreements Com- 
mittee sets up special interdepartmental committees to deal with problems of 
particular countries. The Department of the Interior is represented on these 
country committees by specialists who in their regular work are constantly in 
touch with the trade and have detailed familiarity with conditions in the industries. 
From the work of these subcommittees, the Trade Agreements Committee pre- 
pares a list of all items on which the United States might consider offering con- 
cessions. A formal notice is issued listing these commodities, giving a schedule 
of public hearings, and detailing instructions on how to present views and informa- 
tion. 

This procedure is for the purpose of gathering information as to possible effects 
of « concession. No tariff concession can be made by the United States on any 
product until it has been publicly listed and opportunity provided to interested 
persons to be heard. 

The Department of the Interior endeavors to see that the published list of 
items and notice of hearings get the widest possible distribution to the industries 
with which the Department is concerned. Trade associations, trade journals, 
and interested individuals are furnished with the information. Officials of the 
Department make it known that they welcome the views of industry and always 
are willing to meet personally with representatives of an industry and give serious 
consideration to their views. 
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The Tariff Commission likewise holds public hearings in connection with the 
establishment of ‘‘peril-points’’ as required by section 3 (a) of the Trade Agreements 
Extension Act of 1951. 

The representative of the Department of the Interior on the Trade Agreements 
Committee participates in the public hearings, questions the witnesses to elicit 
and develop information on items of particular interest to the Department, and 
obtains copies of briefs for review in the Department. 

Prior to, during, and after the hearings, within the Interior Department itself, 
detailed analyses are made of the production and trade in commodities of primary 
interest to the Department, which may be considered for possible concession. 
Commodity specialists evaluate and analyze available data. Agencies of the 
Department charged with mobilizations functions analyze security and defense 
considerations involved. Finally, there are meetings with departmental policy 
making officials. The Department’s viewpoint is thus developed. Thereafter it 
is interpreted and defended in the Trade Agreements Committee, by the Depart- 
ment’s representative. 

Protests against proposed tariff reductions, complaints of injury from reduced 
duties or discriminatory trade practices by foreign countries, and complaints as 
to the inadequacy of existing tariffs, are among the grievances presented to the 
Department from time to time. Some come to the Department by referral from 
the Committee for Reciprocity Information or the Trade Agreements Committee. 
Others are received directly from interested individuals or industries. 

Offices of the Department are constantly in touch with industries related to 
the work of the Department. By attendance at meetings of trade associations 
concerned with fisheries, mining, and other activities in which Interior has a 
major interest, and through publications and correspondence, representatives of 
the Department constantly keep familiar with attitudes of industry toward such 
problems as those encountered in tariffs and trade, and are conscious of their 
responsibility to foster and maintain strong, vigorous, and efficient domestic 
industries. Furthermore, in such contacts industry representatives are encouraged 
to present problems and complaints—which they do constantly. 

When received, such complaints are immediately sent to the unit within the 
Department concerned with the particular commodity or industry. Specialists 
are instructed to develop the facts and recommend courses of action. 

Depending upon the circumstances, complaints together with the Department’s 
proposals are usually referred to the Trade Agreements Committee. In cases of 
alleged unfair or improper trade practices by another country, such as discrimina- 
tory or unjustified import quotas, arrangements are usually made for the Depart- 
ment of State to take the matter up with the proper officials of that country. If 
a solution is not forthcoming through this unilateral approach, the problem is 
presented to the annual conference of the contracting parties to the General 
Agreement on Tariffs and Trade, if the country is a party to the agreement. If 
the country is unwilling to end the practice the United States may seek permis- 
sion to withdraw a concession previcusly granted to that country. 


Mr. Curtis. Then I would like to make this final observation, and 
it does not apply to you, Mr. Secretary. 

It applies, frankly, to the executive department, all departments. 

I am really not only disappointed, but I am concerned that that is 
not a part of every prepared presentation, by the various Secretaries. 

It is a question that I asked last time of most of the Secretaries when 
we were talking about extending reciprocal trade. 

The reason I would like it ahead of time is that I would like to be 
able to interrogate the various executive department members on 
those details of how your procedure is set up. 

I might say in conclusion that in my judgment, at any rate, tenta- 
tively, that GATT should be presented to Congress for its considera- 
tion because that is the very area that Congress would go into in trying 
to determine whether this delegation of authority is wise, or unwise. 

And if it is wise, how we should set up the procedure so that we are 
satisfied that the right of petition, a constitutional right, remains avail- 
able to the people in this country. 
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Secretary McKay. Mr. Curtis, Mr. Shooshan, of our department, 
has charge of that detail. He happens to be out of the country at the 
moment, in Geneva. 

That is the reason he was not here today to answer the questions, 
but we will get a report on it. 

Mr. Curtis. Thank you. 

The CuarrMan. We thank you, gentlemen, for your appearance, 
and the information given the committee. 

Secretary McKay. Thank you, Mr. Chairman. 

The CuarrmMan. The committee will now stand adjourned until 10 
o’clock in the morning. 

(Thereupon, at 3:25 p. m., the committee was recessed, to reconvene 
at 10 a. m., Friday, March 2, 1956.) 
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FRIDAY, MARCH 2, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANs, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the com- 
mittee room, New House Office Building, Hon. Jere Cooper (chair- 
man) presiding. 

The CHarrMan. The committee will please be in order. 

We have as the first witness on the calendar this morning the 
Honorable Sinclair Weeks, Secretary of Commerce. We extend to 
you a very cordial welcome, Mr. Secretary. We are very glad to 
have you with us. You are recognized and may present your pre- 
pared statement without interruption. 


STATEMENT OF HON. SINCLAIR WEEKS, SECRETARY OF COM- 
MERCE; ACCOMPANIED BY HAROLD C. McCLELLAN, ASSISTANT 
SECRETARY OF COMMERCE FOR INTERNATIONAL AFFAIRS, 
AND ROBERT E. SIMPSON, DIRECTOR, OFFICE OF ECONOMIC 
AFFAIRS, BUREAU OF FOREIGN COMMERCE 


Secretary Weeks. Thank you, sir. 

Mr. Chairman, I come here this morning to support H. R. 5550. 
This bill would authorize the President to accept United States 
membership in the Organization for Trade Cooperation. 

The committee has heard the Secretary of State discuss the advan- 
tages of the proposal from the standpoint of our overall foreign policy. 
These broad national interest reasons weigh heavily in favor of United 
States membership in OTC. But I believe that there are also direct 
foreign trade benefits to be gained from membership. My purpose 
today is to try to outline these advantages for the committee. 

The main function of the OTC would be to administer the General 
Agreement on Tariffs and Trade, commonly known as GATT. In 
addition to this main function, it would provide a forum for discus- 
sion of other trade problems, each government remaining entirely 
free to adopt or reject recommendations growing out of such discussion. 
It would also assemble and publish data on world trade. The United 
States has adhered to GATT since 1947. Under its auspices we have 
exchanged tariff concessions with over 30 other countries. The full 
practical effect of many of the tariff reductions granted by other 
countries has been delayed, as a result of the postwar financial dis- 
ruption which caused many of these countries to limit their imports. 
However, during the last few years, as international financial con- 
ditions improved, numerous countries have abolished or enlarged 
quotas or liberalized their licensing policies on a substantial number 
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of import commodities. This, of course, has had the effect of bring- 
ing the lower rates granted us in these tariff negotiations more fully 
into play. As a result, our exporters are now increasingly feeling the 
beneficial results of the past GATT negotiations. 

I am convinced that the creation of OTC would enable American 
industry and trade to derive additional and increased benefits from 
GATT and the tariff concessions we have received. The agreement 
for the OTC has been so drafted that United States interests are fully 
safeguarded. OTC would not be supranational. It could not 
impose new obligations on the United States without our consent. 

This whole proposition is essentially very simple. OTC would 
provide machinery to enable the GATT nations to do better those 
things which G ATT already provides for. It would not extend the 
GATT provisions to any additional aspects of trade, nor would OTC 
take any new kinds of action on the aspects already covered by GATT. 
The new machinery to administer GATT is designed solely to enable 
the member nations to take more promptly and more effectively those 
joint actions already provided for in GATT, with respect to those 
tariff and trade matters already covered by GATT. 

At present, with no formal administrative machinery those problems 
which require joint action by the GATT nations can be acted ononly 
at long intervals, when the annual meetings are in session. In its 
present form GATT might be likened to a club in which each member 
has important rights and benefits to which it is entitled, but which has 
no officers, standing committees or staff empowered to carry on its 
business between annual membership meetings. It being the stated 
policy of this country to enter into reciprocal trade agreeements, it is 
only common sense to provide machinery to administer agreements 
which are supposed to assure that each member actually receives 
equal benefits. 

The countries whose interests are most frequently involved in the 
kinds of join action which OTC is designed to make more effective are 
naturally the ones which stand to gain the greatest benefits from 
better administration of the agreement by OTC. I believe that the 
United States, by the nature of our position in foreign trade, stands to 
benefit as much as or more than any other single country from better 
administration of GATT. For this reason the United States, above 
all, should welcome and encourage the creation of OTC. 

Let me spell this out by first reminding you that the United States 
has a very substantial stake in the export ‘market. Last year, without 
considering at all the impact of foreign aid, U nited States manufac- 
turers alone sold abroad a Wide range of products, i in the total amount 
of approximately $10 billion. This, of course, reflects the fact that 
we can and do compete successfully in markets throughout the world. 
But despite this fact, many United States industries are confronted in 
many foreign markets with restrictions which continually limit the 
opportunities for the sale of United States products. In the absence 
of such restrictions, which include amongst other things quotas, 
special taxes and exchange restrictions—in other words, under condi- 
tions of normal commercial competition American manufacturers 
would have sold abroad even more than the $10 billion figure I have 
just referred to. Our industries do not seek special governmental 
advantages in selling their products in foreign markets. They seek 
only to be allowed to compete fairly in foreign markets on the com- 
mercial merits of their products. 
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Now, by comparison, what does GATT stand for? GATT—the 
largest and most comprehensive trade agreement in history—is an 
agreement among 35 nations reflecting principles which have for good 
reason been cardinal points of United States trade policy. First of 
all, it contains for ae member country an item-by-item list of tariff 
rates which that country agrees not to exceed in charging duties on 
imports from the remaining GATT countries. Collectively, these 
lists cover almost 60,000 items, embracing a large share of world 
trade. The remainder of the agreement consists of a set of “general 
provisions” which each country agrees to observe in international 
trade. An important purpose of these general rules—which restrain 
the use of such things as taxes, quotas, subsidies, and administrative 
procedures—is to ensure that these devices will not be used to nullify 
the intended value for members of the tariff-rate agreements. Under 
GATT the 35 nations agree to seek four major objectives. 

(1) Elimination of quota restrictions which arbitrarily limit the 
physical amount of goods which can be imported. 

Bear in mind in that connection that the quota restrictions are a 
foreign imposition. We do not levy quotas, as you know, except in 
the agricultural area. 

(2) Reliance on tariffs for the protection of domestic producers 
and avoidance of use of nontariff measures for protective purposes. 

(3) Avoidance of unjustified discrimination between outside nations 
in the administration of trade relations. 

(4) Gradual reduction of unreasonable obstacles to the flow of 
trade. 


The obstacles 1 refer to are quotas and those other obstacles that 


are raised. I speak not of tariffs in this connection. 
So in the last analysis, the objectives of GATT closely correspond 
to established principles of American commercial ee 


such as most-favored-nation-treatment for example which the United 
States in its own interest has long urged upon other nations. 

This is the long-run reason for my statement a moment ago that 
the United States stands to benefit as much or more than any other 
single country from better administration of GATT. Furthermore, 
in the short-run, large exporting countries with convertible currencies 
are the one whose trade is most apt to be affected by special limitations 
adopted by countries having financial difficulties. Such large export- 
ing countries, most importantly the United States, therefore have 
the greatest stake in any increase in the effectiveness with which their 
rights under GATT can be sustained. 

The OTC would increase GATT’s effectiveness by enabling the 
GATT countries to take joint action more promptly on problems 
arising under the agreement. From the standpoint of the United 
States, important matters which may require such action by GATT 
countries are cases of import restrictions and discriminatory quotas. 
The most important forms of this action are: 

(1) Consulting with member governments to verify the justi- 
fication for their action when they propose to restrict imports on 
the grounds that their balance of payments requires such limi- 
tations; 

(2) Reviewing with such governments periodically the progress 
they are making to carry out their obligation to eliminate re- 
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strictive and discriminatory quotas as rapidly as their finances 
permit; and 
(3) Handling complaints made by individual countries or 
groups of countries which believe that other members are not 
according their trade the treatment they have a right to. 
When American trade is directly affected in such cases, as it so fre- 
uently is, the promptness with which such matters can be taken up, 
the thoroughness with which they can be explored, and the dispatch 
with which remedies can be developed ultimately determine the degree 
of benefit our businessmen receive out of GATT. 

Now, with no OTC, such problems can be taken up only under 
cumbersome administrative procedures. When a country having 
financial difficulty decides that it is necessary to impose or tighten 
restrictions on dollar imports, no full review of its justification for 
such action can be had until the next GATT meeting. This may be 
months away. The pressure of time in such a meeting, with a large 
agenda, makes thorough exploration of the justification for the action 
difficult, while the restrictions will in the interim have taken root and 
justifiable modification may be correspondingly more difficult. 

Under GATT, countries resorting to restrictions for financial reasons 
are called upon to eliminate these restrictions as rapidly as their 
finances permit. Effective procedures to ensure this are of primar 
importance to the United States. Periodic consultations are sched- 
uled during which the membership collectively examines the current 
situation of each country still using such restrictions, and whether it 
is doing its best to abolish the remaining restrictions. Obviously, 
the issues in each case are very complex and to be really useful such 
examinations require thorough preparatory analyses and adequate 
time for the face-to-face consultation. For maximum results, adequate 
staff and organization facilities are necessary. 

The same points broadly apply to the handling of complaints 
raised by countries which feel that their trade is not receiving the 
treatment to which it is entitled under GATT. Remedial action 
which complaining countries should receive promptly is often post- 
poned, while delay in exploring the merits of a complaint may impair 
the chances for constructive solution. 

Naturally, we are not dependent in these matters solely on the 
formal GATT procedures. We can and do pursue such matters 
bilaterally through regular diplomatic channels. Furthermore, we 
would expect to continue doing so even after the more effective ma- 
chinery of the Organization for Trade Cooperation becomes available. 
But such bilateral negotiation frequently results in a stalemate. In 
many cases a divergence of opinion on the exact interpretation of 
rights under the agreement can be resolved only by consulting the 
judgment of all the parties to it. 

OTC would improve this situation in a very simple way. It does 
not entail any complicated new procedures, but it does make these 
procedures available on a continuous basis as problems arise. The 
executive committee would be available at any time to receive prob- 
lems of this kind and to act on them without delay. Beyond that, 
OTC’s staff would be able to provide more expeditious and thorough 
service in preparing technical material for the exploration of 
these cases. 

Lest I be charged with claiming too much for this proposal, let me 
make it clear that I am not asserting the OTC is or could ever be 
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the answer to all our trade problems, not by any means. Such a test 
of perfection would seem to me an unfair basis on which to judge its 
value to the United States. No one device can fairly be expected to 
solve all problems in a field as complex as international trade. How- 
ever, I am convinced that the improvement which OTC would make 
in GATT’s effectiveness would very substantially increase its value 
to the United States. 

I am aware that there has been disappointment in American circles 
with the results so far achieved by GATT itself. For my own part I 
certainly agree that we have not to date accomplished as much as we 
should have liked to. 

It does seem to me, however, that a mere demonstration that Gatt, 
with or without OTC, falls short of a complete solution to all trade 
problems, and that there are unfavorable situations which it has not 
yet completely cured, fails fully to meet the question which faces us. 
To me the significant question is not whether GATT and OTC can 
solve all of our problems. The question is rather whether, other things 
being equal, we are better off with them or without them. Our choice 
does not lie between GATT and OTC on the one hand and a world 
without trade problems on the other. The choice is, rather, between 
a world with many problems in which we have this useful device to 
help us solve them, and a world in which we face these very same 
problems, but without their assistance. 

The United States has benefited from those positive results which 
the General Agreement has so far been able to achieve. The problems 
which GATT has not fully solved would have been just as difficult if 
we had had no GATT at all. These problems were not created by 
GATT. The problems are there, GATT or no GATT. 

In my own mind, I have no doubt about the relative advantage to 
the United States of a cooperative international approach to trade 
problems versus unlimited national rivalry which could lead to inter- 
national trade warfare. It seems clear to me that our net advantage 
lies in having such an Agreement and working constantly to improve 
its operation. That is precisely what OTC is designed to do. 

The OTC would be essentially administrative and entail no abridg- 
ment of our rights in conducting our own affairs. 

It could not add to our obligations under GATT and could not 
limit the powers of the Congress with respect to our tariffs. 

It could not make tariff concessions or in any way modify the 
United States tariff structure. 

It could not impose new obligations on the United States without 
our consent. 

We are assured a permanent seat on the executive committee. 

Its major function would be to administer more effectively an 
agreement to which the United States has for nine years been a party. 

That agreement, in turn, projects in the international arena trade 
policy objectives with which the United States has long been associ- 
ated, and been associated, as I have pointed out, in MFN, Most 
Favored Nation treatment, for many, many years. 

In conclusion I assert that we cannot lose by cooperating with our 
friends in the trade area of our foreign relations, just as we cooperate 
with them in a variety of other directions. 

We cannot stand at arm’s length from them in this field and hope to 
meet the unanimity of action produced by the Soviet Bloc. 
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The reciprocal trade agreements program today is an established 
part of our national policy. Under it, our participation in a 35-nation 
agreement offers us an opportunity to obtain the meximum tariff 
benefits from the countries concerned. 

Having this policy, it is clearly in our interest to provide the 
machinery—OTC—which is needed to make these agreements as 
effective as possible. 

The proposal to establish the OTC involves no issues as to our tariff 
level. This issue is settled by our own domestic trade agreements 
legislation, our escape clause and peril point provisions, and the other 
limits and safeguards it provides. 

Mr. Chairman, I should like to conclude simply by saying that the 
Secretary of Commerce is charged with the duty of fostering, pro- 
moting, and developing the foreign and domestic commerce of the 
United States and the transportation facilities of the United States. 
In this area we have this trade agreement legislation. We have seen 
fit to implement it by a cooperative agreement called GATT. In my 
judgment you get more for the exporters of this country who have a 
considerable say in this issue, just as our own domestic industries 
have from a tariff standpoint—you get more for the exporters b 
cooperating in these trade agreement areas instead of making 35 indi- 
vidual trade agreements, by making one that encompasses the whole 
picture. 

I am sure if you are going to do that, the machinery for doing it 
more effectively is extremely desirable and would be extremely 
helpful. 

I thank you. 

The CuarrMan. Does that complete your statement, Mr. Secretary? 

Secretary Weeks. Yes, sir. 

The CHarrMan. We thank you for your appearance and the helpful 
information you have given the committee. 

Are there any questions? 

Mr. Mills of Arkansas will inquire, Mr. Secretary. 

Mr. Mitts. Mr. Secretary, I have a few questions. I want to take 
occasion to congratulate you on delivering a very forceful argument 
for membership in OTC. I think you have given us many very cogent 
reasons why we can profit from membership in such an organization. 
I am not unmindful of the fact that you occupy the position of being 
more or less the leading voice in the executive department in behalf 
of business interests here in the United States. As such, you can 
completely and fully justify from a business point of view our member- 
ship in OTC. 

Have I correctly interpreted your efforts this morning? 

Secretary Weeks. I am certainly for OTC, Mr. Mills. 

Mr. Mitts. I commend you on the strength of your statement. 

The CuarrMan. Any further questions? 

Mr. Reed of New York will inquire, Mr. Secretary. 

Mr. Reep. You have made a very remarkable argument for some- 
thing I don’t believe in, sir, but I appreciate your integrity and the 
questions I ask are no reflection on you in any shape or form. 

I am primarily interested, as you are, in the welfare of my country. 
I know that is your position. Furthermore, you believe in tarff 
protection, do you not? 

Secretary Weeks. Yes, sir. 
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Mr. Reep. In fact, New England generally] believes. in tariff 
provisions, does it not? 

Secretary Werks. I think it has historically. 

Mr. Reep. You spoke about quotas. Is the practice of imposing 
quotas something which is traditional with the United States? 

Secretary WexExs. No, sir; the quotas that we are up against, 
except in the agricultural field where we have them 

Mr. Reep. That is where I want to talk about them. 

Secretary Werks. But in other respects we have not set quotas, 
and the quotas abroad are what have handicapped our exporters. 

Mr. Reep. Haven’t our quotas been a handicap to imports from 
other countries? 

Secretary Werks. That is correct, but the whole thesis of this 
trade agreement program is that you agree on tariff rates, but you 
try to eliminate the other, what I would call, artificial restrictions of 
compensatory taxes, quotas, exchange restrictions, and so on. 

Mr. Reep. Haven’t the other countries the right also to impose 
like barriers and to try to eliminate our restrictions? 

Secretary WEEKs. They have a right to try to but they can’t 
force us to. 

Mr. Reep. I imagine that eventually under GATT, they will 
endeavor to break down any barriers which we have remaining. I 
believe in protection of our agricultural products. I believe in it 
thoroughly. Because of the price supports for wheat we have pro- 
tected our wheat growers from import competition. We not only 
have tariffs but also impose an absolute import quota under section 
22 of the Agricultural Adjustment Act. The quota permits only 
800,000 bushels of wheat to be imported annually, which is less than 
one-tenth of 1 percent of our wheat production. The quota on hour 
is even more restrictive. It permits 4 million pounds per year of 
imports, which is about one-fiftieth of 1 percent of our flour production. 

Cotton is another agricultural product which enjoys almost complete 
protection from competition. The quota on cotton allows imports 
of less than 1 percent of our domestic production. Other crops pro- 
tected from import competition by import quotas are cottonseed oil, 
peanuts, peanut oil, flax, flaxseed oil, oats, rye, rice, and dairy products. 

I am for protection of our agricultural products, but what I am 
wondering is whether these other countries would not like to get into 
our market. If they do, they are going to say, ‘‘Well, here, if we are 
asked to remove this barrier or that barrier, then we want you to 
remove the quotas on wheat and all these other agricultural products 
with respect to which you are keeping us out of your market.” 

What do you think about that? When we get all these countries 
against the United States asking for the elimination or reduction of 
our agricultural quotas, don’t you think that a dangerous situation 
will be created? 

Secretary Weeks. Mr. Reed, we have a full waiver from GATT on 
agricultural quotas, so I think 

Mr. Reep. You have it now but you may not have it in the future. 

Secretary Weeks. Naturally it is conceivable that you might not 
have it, but I think it is fairly recent, in 1955, that that waiver was 
secured. So it is brandnew. I should hardly think that there would 
be any effort to change that situation. If there were an effort to 
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change it, the matter is entirely in our hands as to whether or not we 
want to change it. 

This whole thing is a round-table consultative process. We don’t 
— to give anything that we don’t see fit to give. Certainly I don’t 
thin 

Mr. Reep. That apparently has been true of the foreign nations. 
They haven’t given anything they didn’t want to give away. If they 
had to make a concession, they immediately imposed a license or 
quota or something to nullify our efforts. 

Secretary Werks. Let me say in that respect that through the 
operation of the GATT machinery, such as it has been, and as a result 
of improvement made by the other participating nations, particularly 
in the European field, in the 5 years since this administration took 
office, the restrictions were dropped off to the extent of about one- 
eighth of the trade. They now have been eliminated for about half 
of the items in trade. So we have made a very substantial progress 
and I think we have made it by continually reminding them in a group 
session—we can do much better in that manner than by talking with 
35 people at 35 different times—we have made that progress by 
continually reminding them that under the arrangements they are 
supposed to eliminate these artificial restrictions, they are supposed 
to modify quotas, they are supposed to defend upon the tariff rates 
which they have given us. I am sure we have made some headway, 
Mr. Reed. 

Mr. Resp. Have we made much headway with Great Britain on 
bicycles? 

We can’t get a bicycle into their country. They are flooding our 
market with their bicycles. 

Secretary Werks. As to any specific item I would have to get the 
information, but we have made headway. As I have pointed out, in 
total figures our imports of manufactured products went up last year 
and so did our exports of manufactured products. I am not talking 
about the aid feature. 

Mr. Reep. I have an industry in my district which makes washing 
machines. They couldn’t send any washing machines into Canada 
unless they went up there and built a plant. That is what is happen- 
ing now in many of the other countries, in Scotland, England, France, 
and other places. In France they have a restriction on automobiles. 
I have all the figures here. Yet they are flooding this country with 
textiles, and that is not helping New England. 

We have had 20 years of this thing and I am wondering how many 
of these barriers have been broken down. I will admit that, sittin 
around the table, England agreed that they would remove the tari 
on bicycles. Then what did they do? They imposed a license system 
so you couldn’t get them in there at all. That is the way they work 
over there. They employ either currency controls or some other 
method of avoiding breaking down the barriers. They just don’t 
break them down. 

Secretary Weeks. That, Mr. Reed, is just the point I am trying to 
make. I think that we would do a better job in getting these restric- 
tions eliminated if we had this permanent organization than as it is 
at the present time. 

You speak of bicycles. The GATT procedure and our own recourse 
under H. R. 1 have provided the machinery whereby we did put on 
new restrictions on bicycles last fall. 
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Mr. ReEep. For instance, in August 1953 the Index of Business 
stated that the Ford Motor Co. planned to import $20 million worth 
of tractors into the United States in 1954, because they can make 
them abroad for $400 less than they can make them in Detroit. That 
is because of the wage differential. What are we doing about those 
things? 

Secretary Werks. We have tariff agreements and arrangements, 
we have escape-clause procedure, we have peril point applications, 
and so on. I am not addressing myself to whether we have as high 
a tariff as we should or too low a tariff and what not. I am saying 
if you are going to have trade agreements you are going to do better 
by sitting around a roundtable and getting everybody in the con- 
versation, so to speak. If you are going to do that, this OTC I am 
positive will belp us. 

Mr. Reep. Mr. Secretary, maybe I am old-fashioned, but I still 
feel that the provision in the Constitution on tariff matters was far 
better than what we are doing now. The farther we get away from 
the congressional district where the Congressman knows the situation 
of labor, industry, and agriculture, I think the more danger we are in. 
I believe that firmly. 1 think I know more about the conditions in 
my district after the years I have served here, and they know better 
what is good for them, than any group of bureaucrats sitting around 
a table two or three thousand miles away under the type of influence 
which I know goes on in these meetings in these foreign countries. 

I am not fighting against you. I believe in you firmly. I believe 
in your integrity to the highest degree. But I just completely differ 
with you as to the advantage of our getting into a treaty which is the 
law of the land, and every time that any question is brought up by a 
foreign nation and we start to fight it here, they day “Oh, you aren’t 
living up to your treaty. That is inviolable. That is something 
you ought to respect.” 

The first thing we have to respect is the best interests of the people 
we represent. 

Thank you very much. 

The Cuarrman. Any further questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Mr. Weeks, I would like to know who is going to 
sit around this table that you are talking about and what they are 
going to interpret? Who are the people who are going to represent 
us around this table? 

Secretary Weeks. I don’t know who they are. 

Mr. Seupson. Are you going to pick them? 

Secretary Weeks. I hope to have a hand in picking them. 

Mr. Simpson. Who else? 

Secretary Weeks. The Department of State, I presume, and other 
interested departments. The President in the final analysis will choose 
them, of course. 

Mr. Srupson. Under what agreement will the President choose 
them? I am talking now about the Organization for Trade Coopera- 
—_ Where does it say that the President picks our representatives 
there? 

Secretary Werks. Where does he pick them? 

Mr. Srupson. I say where do you get the authority to say the 
President picks the man? Is it in the bill we are acting on today? 
That is what I want to know. 
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Secretary Wreexs. Mr. Simpson advises me it is not. The me- 
chanics for picking him is not in the bill. It is an executive function 
to appoint the members of these delegations, just as we do for the 
many other interests that we have in joint meetings. 

Mr. Simpson. Is it in writing or not? 

Secretary Werks. I assume if Congress should pass the authoriza- 
tion to join the OTC, then the President sends the members of the 
delegation who will sit around the table on this executive committee. 

Mr. Simpson. On page 2 of your statement, Mr. Weeks, you state: 


OTC would thea machinery to enable GATT nations to do better those things 
which GATT already provides for. 


Then a little further on you say: 


The new machinery to administer GATT is designed solely to enable the 
member nations to take more promptly and more effectively those joint actions 
already provided for in GATT, with respect to those tariff and trade matters 
already covered by GATT. 

Is that your interpretation of the authority of this legislation being 
passed today? 

Secretary Werks. On page 2? 

Mr. Simpson. Page 2 of your statement. You are talking about OTC 
and its authority. 

Secretary Wrerxs. May I have your question again? 

Mr. Stimpson. I want to quote the sentence which begins: 


OTC would provide machinery to enable GATT nations to do better those 
things which BATT already provides for. 


Then down at the bottom in the same paragraph you say: 


The new machinery to administer GATT is designed solely to enable the 
member nations to take more promptly and more effectively those joint actions 
already provided for in GATT, with respect to those tariff and trade matters 
already coverdd by GATT. 

Is that your interpretation of the obligation which this legislation 
imposes? 

Secretary Werks. I don’t think that you can look at this legisla- 
tion from our standpoint as imposing obligations. OTC would simply 
speed up the procedures of GATT and make them more continuous. 

Mr. Simpson. “Administer”? Is that the word? 

Secretary Werexs. Administer; yes. It would administer the 
machinery for seeing to it that member nations conform to the agree- 
ments, and if they do not conform, to establish why and how, and to 
interpret the GATT rules. We have had a number of cases where 
action was taken by a member nation of GATT which we didn’t 
like. We had to wait almost a full year to get the remedy which we 
did get when we got into a joint session of all the participating nations. 

Mr. Simpson. You mentioned to administer and then you say to 
interpret. Those are two of the duties that we are authorizing today, 
is that right? 

Secretary Werks. Yes. 

Mr. Simpson. I want to get back to my other question, which is, 
when you are talking about the act or the agreement which is to be 
administered or interpreted by this group we are creating in this 
legislation, are you talking about tariff and trade matters already 
covered by GATT, as you say on page 2? 
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Secretary Wererxs. I am talking about the interpretation and 
application. I am not talking about the ability of OTC to make 
any change in any arrangements. 

{r. Simpson. I know. You used the words ‘already covered” 
in several instances, ‘already provided for.’’ Are you talking about 
GATT as it is today or as it may be five years from now? 

Secretary Weeks. I am talking about it both as it is today and as 
it may be 5 years from today. 

Mr. Stmpson. Are you endorsing GATT as a permanent branch 
of government? 

retary Werks. I am endorsing GATT as a method for getting 
the best that we can get out of reciprocal trade agreements. 

Mr. Simpson. Are you interpreting this legislation today and 
congressional approval, if it is obtained, as an endorsement of GATT? 

Secretary Weeks. No; I am not. United States participation in 
GATT has been undertaken by the President pursuant to the authority 
given him by the Trade Agreements Act. The details of GATT, 
including the tariff lists, are therefore not at issue. OTC would in no 
way affect United States obligations already entered into under GATT 
and would not affect the President’s authority under the Trade 
Agreements Act. Congress would of course, if it approved this bill, 
H. R. 5550, be confirming the principle of international cooperation 
in the trade field, which underlies our trade agreement program, but 
it obviously would not be endorsing the detailed technical provisions 
of GATT and would only be passing specifically upon the major 
organizational functions involved in administering it. 

In H. R. 1 the Congress has stated its case. I assume it has where 
it says it— 
shall not be construed to determine or indicate the approval or the disapproval 
by the Congress of the executive agreement known as the general agreement on 


tariffs and trade. 

I do want to say, if I may, Mr. Congressman, that I am convinced 
that you get more out of a joint agreement with everybody sitting 
around than you will out of a lot of individual agreements. 

Mr. Smupson. I know you are convinced of that, Mr. Secretary, or 
you wouldn’t be here. You wouldn’t stultify yourself by supporting 
this if you didn’t believe in it. I don’t believe in it and that is why 
I take the position I do. 

You have told us that you do not interpret our action with respect 
to this legislation as an endorsement of GATT, and you have read 

Mr. Mason. He has stated that it is an endorsement of the principle 
of GATT. 

Mr. Stmpson. You do not interpret this as an endorsement of 
GATT, is that correct? 

Secretary Werks. I said I think that the Congress, if it approves 
this bill, will be confirming the principle of international cooperation 
in the trade field. 

Mr. Srwpson. Is that GATT? 

Secretary Werks. I guess it is; yes. 

Mr. Simpson. Then I was mistaken. What you are now saying is 
what Mr. Dulles did not say yesterday, namely, that you construe 
the Congressional approval of H. R. 5550 as an endorsement of GATT. 

Mr. Mason. Of the principle of GATT. 
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Secretary Weerxs. Of the principle of joint international agree- 
ments. I don’t think it changes the letter of the law, so to speak, 
poem the Congress has stated in H. R. 1 what its position is on 

TT. 

Mr. Simpson. Don’t you agree with that? Do you agree with the 
position that we expressed in H. R. 1 with respect to GATT? 

Secretary Werks. I don’t agree with it or disagree with it, Mr. 
Congressman. 

Mr. Simpson. It is the law of the land. You are not going con- 
trary to that now, are you? 

Secretary Werks. I assume that the Congress in that instance has 
merely entered a disclaimer, haven’t they? 

Mr. Srmpson. Merely a disclaimer. Would you approve a mere 
disclaimer in this one, using the same words as in H. R. 1 with respect 
to GATT? Would you approve that? 

Secretary Wrenks. I would have voted for the bill containing that 
declaration. 

Mr. Simpson. I don’t want to be in the position here of actin 
favorably on a law by which you will later say, ‘We approved GAT 
when we did, when the law today under H. R. 1 says that we are 
taking no action with respect to GATT in H. R. 1.” I would like to 
say the same thing in this bill, that we here take no action either 
endorsing or condemning GATT. 

Secretary Werks. You could put in this bill, then, the same pro- 
visions, I assume, or the same wording that you put in the other. 

Mr. Stupson. You would approve that? 

Secretary Wrerxs. I don’t see any harm in it. 

Mr. Srmpson. I don’t either. 

Let me ask you this question. I am interested in this as a matter of 
international organizations. There are 35 members at the present 
time. Every one who is in GATT will bein OTC. We will have one 
vote. Other countries will have 34. Are we in any other interna- 
tional organizations where we are a minority? I refer to the Inter- 
national Labor Organization. Are you familiar with how the voting 
in that Organization has gone to our disadvantage in a number of 
instances? 

Secretary Werks. In ILO? 

Mr. Stmpson. Yes. 

Secretary Werks. No, I am not immediately familiar with it. We 
have 2 Government representatives, 2 delegates, to ILO, I assume 
the same as every other country, but I haven’t a record of how they 
vote. May I say on this that the one vote in this instance doesn’t 
trouble me because OTC can not shove anything down our throats 
that we don’t want to have, as I see it. 

Mr. Simpson. The same man who is the representative on OTC is 
our delegate to the GATT convention. In this OTC consultation 
group, as somebody says, they then put on another hat and step into 
GATT and proceed to amend the agreement there, as Mr. Curtis I 
believe will nae out later on. The area is so vague within which 
they can make recommendations and amend GATT without having 
to come back to Congress for authority—the area is so vague that 
you don’t have any idea right now what GATT may be like in 2, 3, or 
5 years from now. 
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Secretary Weeks. If GATT enters into agreements which the Con- 
gress doesn’t like, the power is always in the hands of Congress to take 
such action as it sees kt. 

Mr. Stmpson. Do you seriously think that, being one of 35 nations 
and failing to get two-thirds of the vote, we would turn down an agree- 
ment when we have already agreed that if we do something which 
Congress insists on doing, all GATT says is that you have to com- 

ensate. This OTC would declare what the compensation is to be. 

o you realize that? If we were to protect some American industry 
here by imposing a quota which was necessary as a result of national 
defense and Congress does it, and it is subject to this GATT agree- 
ment, the group we are creating now will iodine what the penalties 
or the price is, and under the agreement in force today, GATT would 
say ““These other countries may retaliate against the United States by 
increasing certain duties or possibly by imposing quotas.” That is 
what we are doing. 

Secretary Weeks. In the first place, I can’t agree with that. In 
the GATT setup you have an acknowledgment or an acceptance of the 
et clause procedure, which we have in our own act. You come 
along 

Mr. Simpson. I don’t want that to go unchallenged. On that point 
we have an escape clause and GATT has an escape clause, and they 
are not similar. The President in his judgment declares that ours is 
near enough to GATT that in his judgment there is no violation of 
GATT in that instance, but they are different. 

Secretary Wrrexs. May I revert for just a moment to a sentence 
here which I think clears up this so-called weighted voting principle. 

Organizations which do not have a weighted vote include UN, 
NATO, SEATO, FOA, ICAO, and half a dozen others. So the prin- 
ciple is well established. 

Specifically on the point you just made, we take action as you just 
pointed out, affirmative action, to prevent our market being overrun. 
We raise the rate, so to speak. GATT can then say to us, ‘Well, 
under the rules you are obligated to compensate”’ but they can’t force 
us to compensate. If we don’t compensate then they can say to 
the nation affected, or nations affected, “It is within your province 
now to take such action as you see fit to compensate.” 

Mr. Simpson. That is exactly what I said. 

Secretary Weeks. But I make it a further point that that situation, 
which exists today, would not be changed one iota by OTC. The 
only thing that we would get there is faster action. I think under 
the rules of the game there would be more times when we want to 
get faster action than the other nations. 

Mr. Simpson. You mean we would get penalized quicker? 

Secretary Werks. No. I think in our export trade negotiations, 
we would be able to get faster action. I would be glad to supply cases 
for the record in which if we had had OTC we would have gotten 
much faster action which would have benefited our export business. 

Mr. Stupson. I would like to have that record. 

Secretary Werks. May I submit that for the record? 

The CuarrMANn. Without objection, it may be presented. 

(Information to be furnished follows:) 
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CasEs In Wuicn ORGANIZATION SucH as OTC Wovutp Have FacititaTep Action 
Unpver GATT Provisions 


In April 1954, the French Government imposed a special import tax on certain 
products which it had just “‘liberalized’’ for unrestricted import from member 
countries of the Organization for European Economic Cooperation. This tax was 
to be a transitional step designed to ease the effects upon French industry and 
agriculture of increased competition resulting from relaxing of the quantitative 
restrictions which had until then limited imports from the rest of Europe. 

In July 1954, Italy with the sup of the United States and other countries 
proposed that this matter be placed on the agenda for the ninth session, or busi- 
ness meeting of the GATT countries, which was not scheduled to open until 
late October. Finally, on January 17, 1955, a decision was adopted which found 
that the tax increased customs charges beyond the rates to which France had 
agreed and increased margins of preference—the tariff advantage which France 
gives to its territorial possessions—in excess of those permissible under the 
agreement. The decision noted France’s undertaking to remove the tax as soon 
as possible and recommended further that the French Government take steps to 
reduce the resulting discrimination against non-OEEC countries to which its 
liberalization measures did not apply. Provision was made for periodic French 
reports to the GATT countries on progress made by the French Government 
in complying. 

The next opportunity for a full review of the matter was the 10th session in 
Octeber of 1955. This review revealed that the tax had been reduced or elimi- 
nated on some items, but remained on others, «nd that a further review of the 
matter will be necessary in the meeting now scheduled for October of 1956. 

Following the imposition of the tax in April 1954 it took 9 months for the 
cumbersome administrative machinery of the GATT to bring about an initial 
dec'sion of the member countries in January 1955. During these 9 months the 
tax had been placed in full operation. Had there been a permanent administra- 
tive organization such as the OTC, the matter could have been taken up and 
remedial action instituted much more promptly before the tax system took root. 

At their sixth session in 1951 the GATT countries initially considered a com- 
oe brought by Canada and the United States concerning discrimination by 

elgium against certain of their exports. The issue was still open when the session 
ended. Continued bilateral consultations between Belgium and the United 
States in 1952 did not result in a satisfactory solution. Finally at the seventh 
session in the fall of 1952 Belgium announced it would shortly begin to relax the 
restrictions and the United States and Canada agreed to defer further action under 
the GATT pending this development. At the eighth session in 1953 the matter 
was reviewed and in view of the substantial progress Belgium had mace it was 
carried over to the ninth session. At the ninth session in October 1954 the 
Belgian Government annoux.ced that it had abolished all exchange restrictions on 
goods imported from the dollar area in May 1954. In the light of this fact the 
United States and Canada’s complaint was finally terminated. 

It took several years to bring about a satisfactory solution to this problem. 
During this time action by the GATT countries could be had only at the annual 
sessions and ia the light of circumstances prevailing when a session was in prog- 
ress. The full weight of combined action could be brought to bear only intermit- 
tently and the effectiveness of such action was consequently impaired. The 
OTC, had it existed, could have provided more continuity of action, and thereby 
contributed to steadier progress on this problem. 

In 1953 both Germany and Belgium tightened restrictions on imports of United 
States coal. As a result of discussions between the United States and Belgium 
Governments during the ninth session (October 28, 1954-March 7, 1955) Belgium 
agreed to relax its restrictions and the United States withdrew its complaint 
reserving the right to reopen it. 

Consultations between the United States and German Governments continued 
during the ninth session, in the course of which Germany increased its imports of 
United States coal through third countries (but not for direct dollar paysent): 
In view of this progress and the understanding that the search for a fully satis- 
factory solution would continue, the United States asked that consideration of 
the complaint be deferred until the 10th session. By the fall of 1955 there had 
been substantial relaxation of German eontrols on both indirect and direct imports 
of United States coal resulting in greatly increased imports as shown below. 
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Imports of United States Coal by the Federal Republic of Germany 


{In metric tons} 
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The United States therefore withdrew the item from the 10th session agenda, 
reserving the right to reintroduce it if necessary. 

In both of these cases several months had elapsed between the tightening of 
restrictions on imports from the United States and the relief obtained during 
the ninth session. Bilateral discussions had failed to produce solutions prior to 
the ninth session. Had there been an administrative organization such as OTC 
in continuous operation its facilities could have focused on these problems sooner 
and their resolution could have been facilitated to the advantage of the American 
exporters concerned. 

Mr. Srupson. I think that is all I have to ask the Secretary. 

The CuartrMan. Are there other questions? 

Mr. Mason of Illinois will inquire. 

Mr. Mason. Mr. Secretary, I am sorry I was prevented from listen- 
ing to your testimony but I listened yesterday to the other three 
members of the Cabinet who testified before us and their testimony 
and I imagine yours, too, is to the effect that GATT is an accomplished 
fact, has been an accomplished fact for 8 years. It was set up 
under an executive agreement, but so far the Congress has not given 
its approval to it. If Congress has not given its approval to it, then 
it can only be in the status of a provisional setup or a trial setup, and 
until the Congress by action does give approval to the principles of 
GATT, we cannot consider it as a permanent or a well-established 
organization. 

H. R. 5550, the bill before us, is to set up an organization known as 
OTC, and the principal function of that organization would be to 
implement the provisions of GATT. If we pass this bill we are ap- 
proving the provisions of the principle of GATT and we are setting 
up an organization to implement GATT. 

I personally feel that we ought to have GATT before us in all its 
provisions in order to get a good picture of it before we approve it or 
establish an organization whose main duty is to implement those 
provisions, which we have not approved and, as far as I am concerned, 
will not approve. That is the question which faces me in connection 
with the passage of H. R. 5550. I don’t want to establish an organiza- 
tion to implement the provisions of GATT when we have never ap- 
proved GATT. It has never been approved. It has only been set 
up under an executive agreement. That is the thing I am faced with, 
Mr. Secretary. 

Secretary Werks. Mr. Mason, let me say that the position of 
Congress today is that it doesn’t approve or disapprove. It has 
stated that in so many words. Unless the Congress intends to deny 
to the exectuve trench the privilege of conducting these agreements 
under the GATT procedure, then we must assume that we have GATT, 
we are operating under it. We are presumably operating legally 
under GATT, and therefore why not make it as effective as possible? 

I can assure you that it will be more effective from our standpoint 
under OTC than it will otherwise. If you are going to have it, why 
not make it most workable? 

Mr. Mason. I don’t want it, so I don’t want to make it more 
workable. 


Secretary Weeks. Allright. I can’t answer that one, sir. 
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Mr. Mason. That is all, Mr. Chairman. 

Mr. Mitts (presiding). Are there further questions? 

Mr. Baker will inquire. 

Mr. Baker. Mr. Secretary, I would like to compliment you on 
your clear and concise statement. My question has to do with tex- 
tiles, which industry seems gravely concerned about this pending 
legislation. Would you care to commend on that? 

Secretary Weeks. I shall be very glad to comment, Mr. Baker. I 
know something of the concern felt for the textile people. I know 
approximately the figures. In the last year we made about 11 bil- 
lion yards of textile goods, cotton goods I am talking about, and we 
exported between 500 million and 600 million. We imported on the 
order of 200 million. I know that there is a great fear on the part of 
the textile people. I think work is continuously going on to try to 
assure them, in accord with the categorical statement of the Presi- 
dent, that he does not propose, so far as is within his power, to see 
any industry in this country put flat on its back by competition of this 
character. So I think we are fully acquainted with that problem. 
As far as remedy is concerned, the textile interests have their remedy 
in the escape-clause procedure under which the Tariff Commission 
can recommend different rates, which I don’t think could be effective 
in this area, no matter, in one sense, how much increase there were. 
The Tariff Commission can also recommend the establishment of 
quotas if it sees fit. 

This is a long subject, but it is one that I personally have spent a 
great deal of time on and I am reasonably well acquainted with it and 
concerned about it. I am hopeful that it is going to work out. 

Mr. Baxer. If H. R. 5550 is enacted in its present form it would 
not furnish any barrier to (1) quotas, (2) the escape clause and peril 
point, is that correct? 

Secretary Werks. That is absolutely correct, sir. 

Mr. Baxer. Without any further language, you are convinced that 
the passage of the bill as it is would have that result. It would have 
no effect or barrier against imposing the quotas or invoking escape 
clause and peril points? 

Aree Weeks. I think that is absolutely right. I am satisfied 
of that. 

Mr. Mitts. Are there further questions? 

Mr. Curtis of Missouri will inquire, Mr. Secretary. 

Mr. Curtis. Mr. Secretary, who is the present Chairman of the 
Trade Agreements Committee? Do you know? 

Secretary Werks. Mr. Carl Corse of the State Department. 

Mr. Curtis. Who is the representative from the Department of 
Commerce on the Trade Agreements Committee? 

Secretary Weeks. He is sitting on my left, Mr. Robert Simpson. 

Mr. Curtis. Mr. Simpson. How about the Committee for Reci- 
procity Information? Who is the chairman of that and who is on 
that from Commerce? 

Secretary Werks. Mr. Brossard of the Tariff Commission is chair- 
man, and Mr. Simpson, my associate here today, is on it. 

Mr. Curtis. Last year, Mr. Secretary, in the hearings on H. R. 1, 
I requested a great deal of information of you in regard to the pro- 
cedures set up whereby American labor, industry and agriculture 
could have their viewpoint heard in regard to matters which would be 
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affected by trade and our agreements with GATT. I did not have 
the opportunity, of course, of asking questions about how that pro- 
cedure worked. 

Of course, two of the main organizations set up by Executive order 
are the Trade Agreements Committee and the Committee for Reci- 
procity Information. Are there other organizations set up by Execu- 
tive order which bear on this subject? 

Secretary Weeks. Are there any other organizations set up? 

Mr. Curtis. By Executive order which bear on this matter. 

Secretary Weeks. None set up by Executive order. I have here 
a short statement. 

Mr. Curtis. I would be very happy if you would read it. 

Secretary Weeks. In advance of the 1954 general revision of GATT, 
public hearings were held at which all interested parties were invited 
to present their views on the working of the agreement and possible 
changes. These hearings were presided over by the chairman of the 
United States delegation, the Assistant Secretary of State, Mr. 
Waugh, and the panel included congressional representatives ap- 
pointed to the delegation. In the future whenever any amendments 
of any substance may be in prospect, the administration would 
undoubtedly hold similar hearings. Finally, the Executive order 
establishing the trade agreements machinery under the Trade Agree- 
ments Act provides the Committee for Reciprocity Information to 
receive public views concerning all phases of the operation of the 
program. 

This committee can also receive at any time expressions of views 
concerning the operation of GATT as well as on the individual tariff 
questions which make up the bulk of its work. 

Mr. Curtis. Mr. Secretary, that Committee for Reciprocity In- 
formation and the Trade Agreements Committee I believe was set 
up by Executive order in 1949. Have there been Executive orders 
amending those since that date? 

Secretary Weeks. I will have to ask Mr. Simpson to answer that 
question. 

Mr. Rosert E. Stmpson. Mr. Curtis, I believe actually the Trade 
Agreements Committee and the Committee for Reciprocity Informa- 
tion were originally established under an earlier Executive order. 

Mr. Curtis. Beyond 1949? 

Mr. Rosert E. Stmmpson. Earlier than 1949. 

Mr. Curtis. Your see, I asked for that information from both the 
Secretary of State and the Secretary of Commerce, and the Secretary 
of State provided it. The date of the order which was inserted in this 
volume of hearings last year is October 5, 1949. 

Mr. Rosert E. Simpson. From time to time, sir, there have been 
Executive orders amending the original order. Most importantly, 
they reflect amendments made to trade agreements legislation. 

Mr. Curtis. The data, then, are incomplete. At least I think I 
am right, I asked at the time for information on any amendments 
since then also be supplied. To me this is one of the most important 
aspects of the executive request of the Congress to get additio .al 
delegation of power, to know how the executive department has set 
up the administration of these powers already claimed to be delegated. 

Frankly, I would have liked to have had the information last time in 
time to interrogate witnesses on it, and gain this time. I find myself 
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again limited to a request that that information be supplied for the 
record. I would like to make that request, Mr. Chairman. 

The CHarrMan. Yes, Mr. Curtis? 

Mr. Curtis. I was just requesting that additional information con- 
cerning any Executive orders amending the Trade Agreements Com- 
mittee and the Committee for Reciprocity Information be supplied 
for the record. ‘Then one other line of questioning. Possibly Mr. 
Simpson can reply. How active have these 2 committees been? 

Mr. Rosertr E. Simpson. Mr. Curtis, the Trade Agreements 
Committee, which of course has the important problem of eventuall 
deciding what recommendations to make to the President, sits muc 
more frequently and much more continuously than the Committee 
for Reciprocity Information. 

Mr. Curtis. Does the Trade Agreements Committee meet once a 
month? 

Mr. Roserr E. Simpson. When a negotiation such as the one 
now in progress at Geneva is in preparation, there will be a period of 
a month or two in which the Trade Agreements Committee will 
meet every day, sometimes as late as 8 at night or midnight. 
At other times when you are not actively preparing for comprehensive 
negotiations I would estimate that the committee meets an average 
of once a week and occasionally more frequently. 

Mr. Curtis. How about the Committee for Reciprocity Informa- 
tion? 

Mr. Roxpert E. Simpson. The Committee for Reciprocity In- 
formation, as you know, has the special function of holding public 
hearings. It customarily schedules public hearings in advance of 
any negotiations pursuant to the provisions of the Trade Agreements 
legislation. ‘Those hearings, depending upon the number of witnesses 
who desire to be heard, may last either for 2 or 3 days or 2 or 3 weeks. 
It depends on the amount of public demand to be heard. 

Mr. Curtis. The Executive order includes that this committee, 
as I understand it, be set up on a permanent basis so you can receive 
information, complaints, and so forth, whenever they might occur. 
I presume you have a paid secretary, do you? 

Mr. Rozert E. Simpson. Yes, sir; I was referring to those meetings 
which were actually public hearings. 

Mr. Curtis. To save time, Mr. Secretary, I wonder if you could 
prepare for the record a brief statement of the functioning of these 2 
committees. 

The CuatrMAN. Without objection, it is so ordered. 

(Information to be furnished follows:) 


Texts oF CURRENT AND Previous Executive Orpgers AFFECTING INTERDE- 
PARTMENTAL COMMITTEE ON TRADE AGREEMENTS, AND COMMITTEE FOR 
Reciprocity INFORMATION 


Nore.—Executive Order No. 10082 of October 5, 1949 (14 F. R. 6105), as 
amended by Executive Order No. 10170 of October 12, 1950 (15 F. R. 6901) are 
the current orders relating to the Interdepartmental Committee on Trade Agree- 
ments and the Committee for Reciprocity Information. 

(Executive Order No. 10082, superseded Executive Order No. 10004 of October 
5, 1948 (13 F. R. 5851). Executive Order 10004 in turn su d the following: 
Executive Orders No. 9832 of February 25, 1947 (12 F. R. 1363), and No. 9647 
of October 25, 1945 (10 F. R. 13351), prescribing procedures for the administra- 
rion of the reciprocal trade-agreements program, and also Executive Order No. 
6750 of June 27, 1934, prescribing regulations relating to the giving of public 
notice and the presentation of views in connection with foreign trade agreements.) 
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(Attached texts of Executive Orders 6750, 9647, 9832, 10004, 10082, and 10170 
follow here:) 


EXEcuTIvE ORDER 10082 


PRESCRIBING PROCEDURES FOR THE ADMINISTRATION OF THE RECIPROCAL TRADE- 
AGREEMENTS PROGRAM 


By virtue of the authority vested in me by the Constitution and the statutes, 
including section 332 of the Tariff Act of 1930 (46 Stat. 698) and the Trade Agree- 
ments Act sppeover June 12, 1934, as amended (48 Stat. 943; 57 Stat. 125; 59 
Stat. 410; Public Law 307, 81st Cong.), and in the interest of the foreign-affairs 
functions of the United States and in order that the interests of the various 
branches of American economy may be effectively promoted and safeguarded 
through the administration of the trade-agreements program, it is ordered as 
follows: 

PART 1. ORGANIZATION 


1. There is hereby established the Interdepartmental Committee on Trade 
Agreements (hereinafter referred to as the Trade Agreements Committee), which 
shall act as the agency through which the President shall, in accordance with sec- 
tion 4 of the said Trade Agreements Act, as amended, seek information and advice 
before concluding a trade agreemeut. With a view to the conduct of the trade- 
agreements program in the general public interest aud in order to coordinate the 
program with the interests of American agriculture, industry, commerce, labor 
and security, and of American financial and foreign policy, the Trade Agreements 
Committee shall consist of a Commissioner of the United States Tariff Commis- 
sion, who shall be designated by the Chairman of the Commission, and of persons 
designated from their respective agencies by the Secretary of State, the Secretary 
of the Treasury, the Secretary of Defense, the Secretary of Agriculture, the Sec- 
retary of Commerce, the Secretary of Labor, and the Administrator for Economic 
Cooperation. There shall likewise be designated from the foregoing agencies 
alternates to act in place of the members on the Committee when the members 
are unable to act. member or alternate from the Department of State shall be 
the Chairman of the Trade Agreements Committee. 

2. There is hereby established the Committee for Reciprocity Information, 
which shall act as the agency to which, in accordance with section 4 of the Trade 
Agreements Act, as amended, the views of interested persons with regard to any 
proposed trade agreement to be concluded under the said Act shall be presented. 
The Committee for Reciprocity Information shall consist of the same members 
as the Trade Agreements Committee or their alternates. A member or alternate 
from the Tariff Commission shall be the Chairman of the Committee for Reciproc- 
ity Information. 

3. The Trade Agreements Committee and the Committee for Reciprocity Infor- 
mation may invite the participation in their activities of other government agen- 
cies when matters of interest thereto are under consideration. Each of the said 
committees may from time to time designate such subcommittees, and prescribe 
such procedures and rules and regulations, as it may deem necessary for the 
conduct of its functions. 


PART II, CONCLUSION OF AGREEMENTS 


4. Before entering into the negotiation of a proposed trade agreement under 
the Trade Agreements Act, as amended, the Trade Agreements Committee shall 
submit to the President for his approval a list of all articles imported into the 
United States which it is proposed should be considered in such negotiations for 
possible modification of duties and other import restrictions, imposition of addi- 
tional import restrictions, or specific continuance of existing customs or excise 
treatment. Upon approval by the President of any such list, as originally sub- 
mitted or in amended form, the Trade Agreements Committee shall cause notice 
of intention to negotiate such agreement, together with such list of articles, to be 
published in the Federal Register. Such notice and list shall also be issued to the 

ress, and sufficient copies shall be furnished to the Committee for Reciprocity 

nformation for use in connection with such hearings as the Committee may hold 
with respect thereto. Such notice, together with the list or a statement as to its 
availability, shall also be published in the ae of State Bulletin, Treasury 
Decisions, and the Foreign Commerce Weekly. 


5. Any interested person desiring to present his views with respect to any 
article in any list referred to in paragraph 4 hereof, or with respect to any other 
aspect of a proposed trade agreement, may present such views to the Committee 
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for Reciprocity Information, which shall accord reasonable opportunity for the 
presentation of such views. 

6. With respect to each article in a list referred to in paragraph 4 hereof, the 
Tariff Commission shall make an analysis of the facts relative to the production, 
trade, and consumption of the article involved, to the probable effect of granting 
a concession thereon, and to the competitive factors involved. Such analysis 
shall be submitted in digest form to the Trade Agreements Committee. 

7. With respect to each article exported from the United States which is con- 
sidered by the Trade Agreements Committee for possible inclusion in a trade 
agreement, the Department of Commerce shall make an analysis of the facts 
relative to the production, trade, and consumption of the article involved, to the 
probable effect of obtaining a concession thereon, and to the competitive factors 
involved. Such analysis shall be submitted in digest form to the Trade Agree- 
ments Committee. 

8. Each department and agency officials from which are members of the 
Trade Agreements Committee shall, to the extent it considers necessary and within 
the sphere of its respective responsibilities, make special studies of particular 
aspects of proposed trade agreements from the point of view of the interests of 
American agriculture, industry, commerce, labor, and security. Such studies shall 
be submitted to the Trade Agreements Committee. 

9. After analysis and consideration of (a) the studies of the Tariff Commis- 
sion provided for in paragraph 6 hereof, (b) the studies of the Derartment of 
Commerce provided for in paragraph 7 hereof, (c) the special studies ; rovided 
for in paragraph 8 hereof, (d) the views of interested persons presented to the 
Committee for Reciprocity Information pursuant to paragraph 5 hereof, and 
(e) any other information available to the Trade Agreements Committee, includ- 
ing information relating to export duties and restrictions, the Trade Agreements 
Committee shall make such recommendations to the President relative to the 
conclusion of the trade agreement under consideration, and to the provisions to 
be included therein, as are considered appropriate to carry out the purroses set 
forth in the Trade Agreements Act, as amended. If there is dissent from any 
recommendation to the President with respect to the inclusion of any rrorosed 
concession in a trade agreement, the President shall be furnished a fll rerort 
by the dissenting member or members of the Trade Agreements Committee, 
giving the reasons for his or their dissent. 

10. There shall be applicable to each tariff concession granted, or other obliga- 
tions incurred, by the United States in any trade agreement hereafter entered 
into a clause providing in effect that if, as a result of unforeseen develonments 
and of such concession or other obligation, any article is being imported in sch 
relatively increased quantities and under such conditions as to carse or threaten 
serious injury to the domestic industry producing like or directly comretitive 
articles, the United States shall be free to withdraw or modify the concession, or 
suspend the other obligation, in whole or in part, to the extent and for such time 
as may be necessary to prevent such injury. 

11. There shall be obtained from every government or instrumentality thereof 
with which any trade agreement is hereafter entered into a most-favored-nstion 
commitment securing for the United States the benefits of all tariff concessions 
and other tariff advantages accorded by the other party or parties to the agree- 
ment to any third country. This provision shall be subject to the rinimrm of 
necessary excentions and shall be designed to obtain the greatest possible benefit 
for the trade of the United States. 


PART III. ADMINISTRATION OF AGREEMENTS 


12. The Trade Agreements Committee shall at all times keep informed of the 
operation and effect of all trade agreements which are in force. It shall reeommend 
to the President or to one or more of the agencies represented on the Committee 
such action as is considered required or appropriate to carry out any such trade 
agreement or any rectifications and amendments thereof not reauiring compliance 
with the procedures set forth in paragraphs 4 and 5 hereof. The Trade Agree- 
ments Committee shall, in particular, keep informed of discriminations by any 
country against the trade of the United States which cannot be removed by normal 
diplomatic representations, and, if it considers that the public interest will be 
served thereby, shall recommend to the President the withholding from such 
country of the benefit of concessions granted under the Trade Agreements Act, 
as amended. The Committee may also consider such other questions of commer- 
cial policy as have a bearing on its activities with respect to trade agreements. 
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13. The Tariff Commission, upon the request of the President, upon its own 
motion, or upon application of any interested party when in the judgment of the 
Tariff Commission there is good and sufficient reason therefor, shall make an 
investigation to determine whether, as a result of unforeseen developments and 
of the concession granted, or other obligation incurred, by the United States with 
respect to any article to which a clause similar to that provided for in paragraph 10 
hereof is applicable, such article is being imported in such relatively increased 
quantities and under such conditions as to cause or threaten serious injury to the 
domestic industry producing like or directly competitive articles. Should the 
Tariff Commission find, as a result of its investigation, that such injury is being 
caused or threatened, it shall recommend to the President, for his consideration in 
the light of the public interest, the withdrawal or modification of the concession, 
or the suspension of the other obligation, in whole or in part, to the extent and for 
such time as the Tariff Commission finds necessary to prevent such injury. In 
the course of any investigation under this paragraph, the Tariff Commission 
shall hold hearings, giving reasonable public notice thereof, and shall afford 
reasonable opportunity for parties interested to be present, to produce evidence, 
and to be heard at such hearings. The procedure and rules and regulations for 
such investigations and hearings shall from time to time be prescribed by the 
Tariff Commission. 

14. The Tariff Commission shall at all times keep informed concerning the 
operation and effect of provisions relating to duties or other import restrictions of 
the United States contained in trade agreements heretofore or. hereafter entered 
into by the President under the authority of the Trade Agreements Act, as 
amended. The Tariff Commission, at least once a year, shall submit to the 
President and to the Congress a factual report on the operation of the trade- 
agreements program. 

15. The Committee for Reciprocity Information shall accord reasonable 
opportunity to interested persons to present their views with respect to the 
operation and effect of trade agreements which are in force or to any aspect thereof. 


PART IV. TRANSITORY PROVISIONS 
r 


16. All action relative to trade agreements, already concluded or to the conclu- 


sion of new trade agreements which has been taken by the Trade Agreements Com- 
mittee or by the Committee for Reciprocity Information between June 25, 1948, 
and the date of this order shall be considered as pro tanto compliance with the pro- 
visions of this order, nrovided that the member from the Tariff Commission on the 
Trade Agreements Committee shall be accorded full opportunity to present to 
that Committee, and to the President pursuant to the final sentence of paragraph 
9 hereof, information and advice with respect to the decisions, recommendations, 
and other actions of that Committee between June 25, 1948, and the date of this 
order relative to the conclusion of any trade agreement after the enactment of the 
Trade Agreements Extension Act of 1949, approved September 26, 1949 (Public 
Law 307, 8lst Congress). 
PART V. SUPERSEDURE 


17. This order supersedes Executive Order No. 10,004 of October 5, 1948, 
entitled ‘Prescribing Procedures for the Administration of the Reciprocal Trade- 
Agreements Program.” 


Harry 8. Truman. 
Tue Waite House, October 5, 1949. 


(Published in the Federal Register vol. 14, p. 6105, October 7, 1949). 


Executive Orper No. 10170 


AMENDMENT OF EXxeEcuTIvVE OrpvER No. 10082 or OctroreEr 5, 1949, PrRescriRING 
PROCEDURES FOR THE ADMINISTRATION OF THE RECIPROCAL TRADE-AGREE- 
MENTS PROGRAM 


Whereas Executive Order No. 10082 of October 5, 1949 (14 F. R. 6105), estab- 
lishes the Interdepartmental Committee on Trade Agreements and the Committee 
for Reciprocity Information, each to consist of persons designated from their 
respective agencies bv the Chairman of the United States Tariff Commission, the 
Secretary of State, the Secretary of the Treasury, the Secretary of Defense, the 
Secretary of Agriculture, the Secretary of Commerce, the Secretary of Labor and 
the Administrator for Economic Cooperation; and 
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Whereas it would be in the public interest to provide for the representation on 
said committees of the Department of the Interior: 

Now, therefore, by virtue of the authority vested in me by the Constitution 
and statutes, including section 332 of the Tariff Act of 1930 (46 Stat. 698) and the 
Trade Agreements Act approved June 12, 1934, as amended (48 Stat. 943; 57 
Stat. 125; 59 Stat. 410; Public Law 307, 81st Congress), the said Executive Order 
No. 10082 of October 5, 1949 is hereby amended by adding after the comma follow- 
ing the word “Defense’’, in the second sentence of the paragraph numbered 1 
thereof, the words ‘‘the Secretary of the Interior,”’. 

Harry 8S. Truman. 

Tue Waite House, October 12, 1950. 

(Published in the Federal Register Vol. 15 p. 6901, October 14, 1950.) 


EXEcUTIVE ORDER No. 10004 


PRESCRIBING PROCEDURES FOR THE ADMINISTRATION OF THE RECIPROCAL TRADE- 
AGREEMENTS PROGRAM 


By virtue of the authority vested in me by the Constitution and statutes, in- 
cluding section 332 of the Tariff Act of 1930 (46 Stat. 698), the Trade Agreements 
Act approved June 12, 1934, as amended (48 Stat. 943; 57 Stat. 125; 59 Stat. 410), 
and the Trade Agreements Extension Act of 1948 (Pub. Law 792, 80th Cong.), 
and in the interest of the foreign-affairs functions of the United States and in order 
that the interests of the various branches of American economy shall be effectively 
promoted and safeguarded through the administration of the trade-agreements 
program, it is hereby ordered as follows: 


PART I. ORGANIZATION 


1. There is hereby established the Interdepartmental Committee on Trade 
Agreements (hereinafter referred to as the Trade Agreements Committee), which 
shall act as the agency through which the President shall, in accordance with sec- 
tion 4 of the said Trade Agreements Act, as amended, seek information and advice 
before concluding a trade agreement. With a view to the conduct of the trade- 
agreements program in the general public interest through a coordination of the 
interests of American industry (including agriculture), of American commerce 
and labor, and of American military, financial, and foreign policy, the Trade 
Agreements Committee shall consist of persons designated from their respective 
agencies by the Secretary of State, the Secretary of the Treasury, the Secretary of 
Defense, the Secretary of Agriculture, the Secretary of Commerce, the Secretary 
of Labor, and the Administrator for Economie Cooperation. The representative 
from the Department of State shall be the Chairman of the Trade Agreements 
Committee. 

2. There is hereby established the Committee for Reciprocity Information, 
which shall act as the agency to which, in accordance with section 4 of the Trade 
Agreements Act, as amended, the views of interested persons with regard to any 
proposed trade agreement to be concluded under the said Act shall be presented. 
The Committee for Reciprocity Information shall consist of the same persons 
as the Trade Agreements Committee. The representative from the Department 
of Commerce shall be the Chairman of the Committee for Reciprocity Information. 

3. The Trade Agreements Committee and the Committee for Reciprocity 
Information may invite the participation in their activities of other government 
agencies in any manner consistent with relevant legislation and this order. Each 
of the said committees may from time to time designate such subcommittees, and 
prescribe such procedures and rules and regulations, as it may deem necessary for 
the conduct of its functions. 


PART I]. CONCLUSION OF AGREEMENTS 


4. Before entering into negotiations concerning any proposed trade agreement 
under the Trade A ments Act, as amended, the Trade Agreements Committee 
shall submit to the President for his approval a list of all articles imported into the 
United States which it is proposed should be considered in such negotiations for 
possi le modification of duties and other import restrictions, imposition of addi- 
tional import restrictions, or specific continuance of existing customs or excise 
treatment. As soon as possible after the approval by the President of such list, 
as originally submitted or in amended form, and transmission thereof to the 
United States Tariff Commission, the Trade Agreements Committee shall cause 
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notice of intention to negotiate such agreement, together with the said list of 
articles, to be published in the Federal Register. Such notice and list shall also be 
issued to the press, and sufficient copies thereof shall be supplied to the Tariff 
Commission and the Committee for Reciprocity Information for use in connection 
with such hearings as the Commission and the Committee may hold with respect 
thereto. Such notice, together with the list or a statement as to its availability, 
shall also be published in the Department of State Bulletin, the Treasury De- 
cisions, and the Foreign Commerce Weekly. 

5. Upon receipt by the Tariff Commission of the list specified in paragraph 4 
hereof, the Commission shall make an investigation and as soon as possible, and 
not later than one hundred twenty days after such receipt, shall report to the 
President its findings as to each article specified in the list in accordance with the 
said Trade Agreements Extension Act of 1948, A copy of such report to the 
President shall at the same time be transmitted to the Trade Agreements Com- 
mittee. Such report shall be kept confidential by the Tariff Commission and the 
Trade Agreements Committee except, in the case of a report a copy of which has 
been submitted to the Committee on Ways and Means of the House of Repre- 
sentatives and the Committee on Finance of the Senate pursuant to section 5 (b) 
of the Trade Agreements Extension Act of 1948, any portions thereof which have 
been made public by one or both such Committees. Fhe procedure and rules and 
regulations for the investigations by the Tariff Commission, and for the hearings 
to be held in connection therewith, shall from time to time be prescribed by the 
Commission. 

6. Any interested person desiring to present his views with respect to articles 
in the list specified in paragraph 4 hereof, or with respect to any other aspect of a 

roposed trade agreement, may present them to the Committee for Reciprocity 
nformation, which shall accord reasonable opportunity for the presentation of 
such views. 

7. The Tariff Commission shall furnish facts, statistics, and other information 
at its command in accordance with the provisions of this order or of the Trade 
Agreements Extension Act of 1948. With respect to each article imported into 
the United States which is considered by the Trade Agreements Committee for 
possible modification of duties and other import restrictions, imposition of addi- 
tional import restrictions, or specific continuance of existing customs or excise 
treatment in a trade agreement, the Tariff Commission shall make an analysis of 
the facts relative to the production, trade, and consumption of the article involved, 
to the probable effect of granting a concession thereon, and to the competitive 
factors involved. Such analysis shall be submitted in digest form to the Trade 
Agreements Committee. 

8. With respect to each article exported from the United States which is con- 
sidered by the Trade Agreements Committee for possible inclusion in a trade 
agreement, the Department of Commerce shall make an analysis of the facts 
relative to the production, trade, and consumption of the article involved, to the 
probably effect of obtaining a concession thereon, and to the competitive factors 
involved. Such analysis shall be submitted in digest form to the Trade Agree- 
ments Committee. 

9. After analysis and consideration of (a) the report by the Tariff Commission 
referred to in paragraph 5 hereof, (b) the studies and other information made 
available by the Tariff Commission under paragraph 7 hereof, (c) the studies of 
the Department of Commerce provided for in paragraph 8 hereof, (d) the views 
of interested persons presen to the Committee for Reciprocity Information 
pursuant to paragraph 6 hereof, and (e) any other information available to the 
Trade Agreements Committee, that Committee shall make such recommendations 
to the President relative to the conclusion of the trade agreement under consider- 
ation, and to the provisions to be included therein, as are considered appropriate 
to carry out the purposes set forth in the Trade Agreements Act, as amended. 
Should the report by the Tariff Commission referred to in paragraph 5 hereof 
not be received by the President within 120 days after the receipt by the Com- 
mission of the list referred to in paragraph 4 hereof, the Trade Agreements Com- 
mittee may make such recommendations to the President notwithstanding the 
absence of such report. If such recommendations to the President with respect 
to the duties, import restrictions, or customs or excise treatment of any article 
imported into the United States fail to comply with any of the limits cr minimum 
requirements set forth in the report of the Tariff Commission referred to in para- 
graph 5 hereof, the Trade Agreements Committee shall identify the article or 
articles with respect to which it recommends that such limits or minimum re- 
quirements shall not be complied with and shall state the reasons for its recom- 
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mendations with respect to such article or articles. If there is dissent from any 
recommendation to the President with respect to a concession in any trade 
agreement, the President shall be furnished a full report by the dissenting mem- 
ber or members of the Trade Agreements Committee, giving the reasons for his 
or their dissent. 

10. There shall be applicable to each concession with respect to an article 
imported into the United States which is granted by the United States in any 
trade agreement hereafter entered into a clause providing in effect that if, as a 
result of unforeseen developments and of such concession, such article is being 
imported in such increased quantities and under such conditions as to cause or 
threaten serious injury to the domestic industry producing like or similar arti- 
cles, the United States shall be free to withdraw the concession, in whole or in 
part, or to modify it, to the extent and for such time as may be necessary to 
prevent such injury. 

11. There shall be obtained from every government or instrumentality thereof 
with which any trade agreement is hereafter entered into a most-favored-nation 
commitment securing for the exports of the United States the benefits of all 
tariff concessions and other tariff advantages accorded by the other party or 
parties to the agreement to any third country. This provision shall be subject 
to the minimum of necessary exceptions and shall be designed to obtain the 
greatest possible benefits for exports from the United States. 


PART III. ADMINISTRATION OF AGREEMENTS 


12. The Trade Agreements Committee shall at all times keep informed of the 
operation and effect of all trade agreements which are in force. It shall recom- 
mend to the President or to one or more of the agencies represented on the Com- 
mittee such action as is considered required or appropriate to carry out any such 
trade agreement and any rectifications and amendments thereof not requiring 
compliance with the procedures set forth in paragraphs 4, 5, and 6 hereof. The 
Trade Agreements Committee shall, in particular, keep informed of discrimina- 
tions by any country against the trade of the United States which cannot be 
removed by normal diplomatic representations, and, if it considers that the 
public interest will be served thereby, shall recommend to the President the 
withholding from such country of the benefit of concessions granted under the 
Trade Agreements Act, as amended. 

13. The Tariff Commission, upon the request of the President, upon its own 
motion, or upon application of any interested party when in the judgment of the 
Tariff Commission there is good and sufficient reason therefor, shall make an 
investigation to determine whether, as a result of unforeseen developments and 
of the concession granted by the United States on any article to which a clause 
similar to that provided for in paragraph 10 hereof is applicable, such article is 
being imported in such increased quantities and under such conditions as to 
eause or threaten serious injury to the domestic industry producing like or similar 
articles. Should the Tariff Commission find, as a result of its investigation, 
that such injury is being caused or threatened, it shall recommend to the Presi- 
dent, for his consideration in the light of the public interest, the withdrawal of 
the concession, in whole or in part, or the modification of the concession, to the 
extent and for such time as the Tariff Commissien finds necessary to prevent 
such injury. In the course of any investigation under this paragraph, the Tariff 
Commission shall hold public hearings, giving reasonable public notice thereof, 
and shall afford reasonable opportunity for parties interested to be present, to 
produce evidence, and to be heard at such hearings. The procedure and rules 
and regulations for such investigations and hearings shall from time to time be 
prescribed by the Tariff Commission. 

14. The Tariff Commission shall at all times keep informed concerning the opera- 
tion and effect of provisions relating to duties or other import restrictions of the 
United States contained in trade agreements heretofore or hereafter entered into 
by the President under the authority of the Trade Agreements Act, as amended. 
The Tariff Commission, at least once a year, shall submit to the President and 
to the Congress a factual report on the operation of the trade-agreements pro- 

am. 

Tak The Committee for Reciprocity Information shall accord reasonable oppor- 
tunity to interested persons to present their views with respect to the operation 
and effect of trade agreements which are in force or to any aspect thereof. 
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PART IV. REVOCATIONS 


16. Executive Order No. 6750 of June 27, 1934, prescribing regulations relating 
to the giving of public notice and the presentation of views in connection with 
foreign trade agreements, as amended by Executive Order No. 9647 of October 
25, 1945, and Executive Order No. 9832 of February 25, 1947, prescribing pro- 
cedures for the administration of the reciprocal trade-agreements program, are 
hereby revoked. 


Harry S. TrRuMAN. 
Tae Wuite Hovss, October 5, 1948. 


(Published in the Federal Register, vol. 13, p. 5851, October 7, 1948.) 


Executive OrpER 9832 


PRESCRIBING PROCEDURES FOR THE ADMINISTRATION OF THE RECIPROCAL TRADE 
AGREEMENTS PROGRAM 


By virtue of the authority vested in me by the Constitution and statutes, 
including section 332 of the Tariff Act of 1930 (46 Stat. 698) and the Trade 
Agreements Act approved June 12, 1934, as amended (48 Stat. 943; 59 Stat. 
410), in the interest of the foreign affairs functions of the United States and in 
order that the interests of the various branches of American production shall 
be effectively safeguarded in the administration of the trade-agreements pro- 
gram, it is hereby ordered as follows: 


PART I 


1. There shall be included in every trade agreement hereafter entered into 
under the authority of said act of June 12, 1934, as amended, a clause providing 
in effect that if, as a result of unforeseen developments and of the concession 
granted by the United States on any article in the trade agreement, such article 
is being imported in such increased quantities and under such conditions as to 
cause, or threaten, serious injury to domestic producers of like or similar articles, 
the United States shall be free to withdraw the concession, in whole or in part, 
or to modify it, to the extent and for such time as may be necessary to prevent 
such injury. 

2. The United States Tariff Commission, upon the request of the President, 
upon its own motion, or upon application of any interested partv when in the 
judgment of the Tariff Commission there is good and sufficient reason therefor, 
shall make an investigation to determine whether, as a result of unforeseen 
developments and of the concession granted on any article by the United States 
in a trade agreement containing such a clause, such article is being imported 
in such increased quantities and under such conditions as to cause or threaten 
serious injury to domestic producers of like or similar articles. Should the 
Tariff Commission find, as a result of its investigation, that such injury is being 
caused or threatened, the Tariff Commission shall recommend to the President, 
for his consideration in the light of the public interest, the withdrawal of the 
concession, in whole or in part, or the modification of the concession, to the 
extent and for such time as the Tariff Commission finds would be necessary to 
prevent such injury 

3. In the course of any investigation under the preceding paragraph, the 
Tariff Commission shall hold public hearings, giving reasonable public notice 
thereof, and shall afford reasonable opportunity for parties interested to be 
present, to produce evidence and to be heard at such hearings. The procedure 
and rules and regulations for such investigations and hearings shall from time 
to time be prescribed by the Tariff Commission. 

4. The Tariff Commission shall at all times keep informed concerning the 
operation and effect of provisions relating to duties or other import restrictions 
of the United States contained in trade agreements heretofore or hereafter entered 
into by the President under the authority of said act of June 12, 1934, as amended. 
The Tariff Commission, at least once a year, shall submit to the President and 
to the Congress a factual report on the operation of the trade-agreements program. 
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PART II 


5. An Interdepartmental Committee on Trade Agreements (hereinafter referred 
to as the Interdepartmental Committee) shall act as the agency through which 
the President shall, in accordance with section 4 of said act of June 12, 1934, as 
amended, seek information and advice before concluding a trade agreement. 
In order that the interests of American industry, labor, and farmers, and American 
military, financial, and foreign policy, shall be appropriately represented, the 
Interdepartmental Committee shall consist of a Comtitanatins of the Tariff 
Commission and of persons designated from their respective agencies by the 
Secretary of State, the Secretary of the Treasury, the Secretary of War, the 
Secretary of the Navy, the Secretary of Agriculture, the Secretary of Commerce, 
and the Secretary of Labor. The chairman of the Interdepartmental Committee 
shall be the representative from the Department of State. he Interdepartmental 
Committee may designate such subcommittees as it may deem necessary. 

6. With respect to each dutiable import item which is considered by the 
Interdepartmental Committee for inclusion in a trade agreement, the Tariff 
Commission shall make an analysis of the facts relative to the production, trade, 
and consumption of the article involved, to the probable effect of granting a 
concession thereon, and to the competitive factors involved. Such analysis 
shall be submitted in digest form to the Interdepartmental Committee. he 
digests, excepting confidential material, shall be published by the Tariff Com- 
mission. 

7. With respect to each export item which is considered by the Interdepart- 
mental Committee for inclusion in a trade agreement, the Department of 
Commerce shall make an analysis of the facts relative to the production, trade, 
and consumption of the article involved, to the probable effect of obtaining a 
concession thereon, and to the competitive factors involved. Such analysis shall 
be submitted in digest form to the Interdepartmental Committee. 

8. After analysis and consideration of the studies of the Tariff Commission 
and the Department of Commerce provided for in paragraphs 6 and 7 hereof, of 
the views of interested persons presented to the Committee for Reciprocity 
Information (established by Executive Order 6750, dated June 27, 1934, as 
amended by Executive Order 9647, dated October 25, 1945), and of any other 
information available to the Interdepartmental Committee, the Interdepart- 
mental Committee shall make such recommendations to the President relative 
to the conclusion of trade agreements, and to the provisions to be included 
therein, as are considered appropriate to carry out the purposes set forth in said 
act of June 12, 1934, as amended. If any such recommendation to the President 
with respect to the inclusion of a concession in any trade agreement is not 
unanimous, the President shall be provided with a full report by the dissenting 
member or members of the Interdepartmental Committee giving the reasons for 
their dissent and specifying the point beyond which they consider any reduction 
or concession involved cannot be made without injury to the domestic economy. 


PART Ill 


9. There shall also be included in every trade agreement hereafter entered 
into under the authority of said act of June 12, 1934, as amended, a most-favored- 
nation provision securing for the exports of the United States the benefits of all 
tariff concessions and other tariff advantages hereafter accorded by the other 
party or parties to the agreement to any third country. This provision shall be 
subject to the minimum of necessary exceptions and shall be designed to obtain 
the greatest possible benefits for exports from the United States. The Inter- 
departmental Committee shall keep informed of discriminations by any country 
against the trade of the United States which cannot be removed by normal 
diplomatic representations, and, if the public interest will be served thereby, 
shall recommend to the President the withholding from such country of the 
benefit of concessions granted under said act. 

Harry S. Truman. 

Tue Waite Hovss, February 25, 1947. 


(Published in the Federal Register, vol. 12, p. 1363, February 26, 1947) 
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Executive OrpEerR 9647 


REGULATIONS RELATING TO THE GIVING OF PuBLIc NoTICE AND THE PRESENTA- 
TION OF VIEWS IN CONNECTION WITH FOREIGN TRADE AGREEMENTS 


Executive Order No. 6750 of June 27, 1934, is hereby amended to read as follows: 

Whereas section 4 of the act approved June 12, 1934, 48 Stat. 945, as amended 
by Public Law 130, 79th Congress, approved July 5, 1945, provides as follows: 

“Sec. 4. Before any foreign trade agreement is concluded with any foreign 
government or instrumentality thereof under the provisions of this Act, reasonable 

ublic notice of the intention to negotiate an agreement with such government or 
instrumentality shall be given in order that any interested person may have an 
opportunity to present his views to the President, or to such agency as the Presi- 
dent may designate, under such rules and regulations as the President may pre- 
scribe; and before concluding such agreement the President shall seek information 
and advice with respect thereto from the United States Tariff Commission, the 
Departments of State, War, Navy, Agriculture, and Commerce and from such 
other sources as he may deem appropriate.” 

Now, therefore, by virtue of the authority vested in me by the foregoing statue 
tory provisions, I hereby prescribe the following regulations governing the pro- 
cedure with respect to the giving of public notice of the intention to negotiate 
foreign trade agreements and with respect to the granting of opportunity to in- 
terested persons to present their views: 

1. At least 30 days before any trade agreement is concluded under the provisions 
of the said act of June 12, 1934, as amended, commonly known as the Trade 
Agreements Act, the Secretary of State shall cause notice of the intention to 
negotiate such agreement to be published in the Federal Register. Such notice 
shall also be issued to the press and published in the Department of State Bulletin, 
the Treasury Decisions, and the Foreign Commerce Weekly. 

2. Persons desiring to present their views with respect to any such proposed 
agreement shall present them to the Committee for Reciprocity Information. 
The said committee shall consist of members designated from the personnel of 
their respective agencies by the Chairman of the United States Tariff Commission, 
the Secretary of State, the Secretary of the Treasury, the Secretary of War, the 
Secretary of the Navy, the Secretary of Agriculture, the Secretary of Commerce, 
and the heads of such other agencies as the Secretary of State may designate on 
the recommendation of the committee. The chairman of the committee shall be 
designated from among the members of the committee by the Secretary of State. 
The committee may designate such subcommittees as it may deem necessary. 

3. The committee shall accord reasonable opportunity to interested persons to 
present their views on any proposed or existing trade agreement or any aspect 
thereof. The form and manner in which such views may be presented, the place 
at which they shall be presented, and the time limitations for such presentation 
shall from time to time be prescribed by the committee. 

The provisions of Executive Order No. 8190 of July 5, 1939, relating to the 
Committee for Reciprocity Information are hereby revoked. 

Harry S. TRUMAN. 

Tue Waite Howse, October 25, 1945. 

(Published in the Federal Register, vol. 10, p. 13351, October 27, 1945). 


Executive Orper 6750 


Pusuic Notice AND PRESENTATION OF VIEWS IN CONNECTION WITH FOREIGN 
TrapE AGREEMENTS 


Whereas section 4 of the aet of Congress approved June 12, 1934, entitled 
“‘An Act to amend the Tariff Act of 1930’ provides: 

“Sec. 4. Before any foreign trade agreement is concluded with any foreign 
government or instrumentality thereof under the provisions of this Act, reasonable 
public notice of the intention to negotiate an agreement with such government 
or instrumentality shall be given in order that any interested person may have 
an opportunity to present his views to the President, or to such agency as the 
President may designate, under such rules and regulations as the President may 
prescribe; and before concluding such agreement the President shall seek infor- 
mation and advice with respect thereto from the United States Tariff Commission, 
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the Departments of State, Agriculture, and Commerce and from such other 
sources as he may deem appropriate.” 

Now, therefore, I, Franklin D. Roosevelt, President of the United States of 
America, acting under and by virtue of the authority vested in me by the aforesaid 
section, prescribe the following procedure with respect to the giving of public 
notice of the intention to negotiate trade agreements and with respect to the 
granting of opportunity on the part of interested persons to present their views: 

1. At least 30 days before any foreign-trade agreement is concluded under the 
Soe of the act notice of the intention to negotiate such agreement shall 

e given by the Secretary of State. Such notice shall be issued to the press and 
published in press releases of the Department of State, the weekly Treasury 
Decisions, oid Commerce Reports. 

2. Persons desiring to present their views with respect to any such proposed 
agreement shall present them to a committee to be known as the Committee for 
Reciprocity Information. Said committee, hereinafter referred to as the com- 
mittee, shall consist of members designated from the personnel of their respective 
departments or offices by the Secretary of State, the Secretary of Agriculture, 
the Secretary of Commerce, the National Recovery Administrator, the Chairman 
of the Tariff Commission, the special adviser to the President on foreign trade 
and the heads of such other Federal departments or offices as may be named 
from time to time by the Executive Committee on Commercial Policy. The 
committee shall function under the direction and supervision of, and its chairman 
shall be designated from among the members of the committee by, the Executive 
Committee on Commercial Policy. 

3. The form and manner in which views may be presented, the place at which 
they shall be presented, and the time limitations for such presentation shall from 
time to time be prescribed by the committee which may designate such subcom- 
mittees as it may deem necessary. 

FRANKLIN D. RoosEvELT. 

Tue Wuitre Hovuss, June 27, 1934. 


Functions oF CoMMITTEE FOR Reciprocity INFORMATION AND TRADE AGREE- 
MENTS COMMITTEE IN OBTAINING AND ACTING UPoN EXPRESSIONS OF PUBLIC 
Views ON TRADE AGREEMENTS MATTERS 


The United States trade agreements legislation provides that public hearings be 
held with respect to any proposed modification of the United States tariff which 
may be under consideration under the powers granted the President by the 
legislation. The Committee for Reciprocity Information (CRI) was established 
by the President for the primary purpose of carrying out this provision of the 
legislation. 

The CRI is composed of representatives of the Departments of State, Treasury, 
Defense, Commerce, Agriculture, Interior and Labor, the International Coopera- 
tion Administration and the Tariff Commission. The CRI is a permanent 
organization for receiving briefs and holding hearings to obtain the views of 
interested persons and organizations on trade-agreements matters. It is chaired 
by the Chairman of the Tariff Commission. Its membership is the same as that 
of the Trade Agreements Committee (TAC) which was also established as a 
permanent committee, to provide interdepartmental recommendations to the 
President on all issues involved in a trade-agreement negotiation. 

Before the United States Government undertakes any trade-agreement nego- 
tiation, formal, well publicized hearings are held by the Committee for Reciprocity 
Information. The hearings are held following the previous preparation and 
publication by the Trade Agreements Committee of a list of items upon which 
United States tariff concessions may be negotiated in a trade agreement. Unless 
a product is included on that list no negotiation affecting such item may be under- 
taken. Thus business, agriculture, labor and other interests can address their 
comments to the specific product in which they are interested. 

A very considerable effort is made to see that this list and notice get the widest 
possible distribution. Both are published in the Federal Register, and the notice 
is published in the State Department Bulletin, Treasury Decisions, and Foreign 
Commerce Weekly. Copies are sent to every Member of Congress. Over the 
course of the years, an extensive list of people who are interested in hearing about 
trade-agreement matters has been built up, and copies of the notice and the public 
list are sent to everyone on it. In addition, the Departments of Labor, Agricul- 
ture, and Commerce bring the list to the attention of interested groups. <A 
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supply of copies of the list and notice is sent to each field office of the Department 
of Commerce for dissemination to interested people. Moreover, many of the 
trade associations, trade journals, chambers of commerce, and so forth frequently 
purchase quantities of the notice and list for distribution to their members. The 
list and notice are always made available to the press. 

All individuals or groups who wish to express views about a product on the list 
are required to file a written memorandum in advance of the hearings. They may 
also appear at the public hearings and present supplemental information. Many 
people a vail themselves of this opportunity. Unless the Committee for Reciprocity 
Information specifically accepts information on a confidential basis, the material 
contained in the briefs submitted to the committee is public information. 

Copies of the briefs and digests of the testimony are furnished to the members 
of the Trade Agreements Committee, to the members of its subcommittees 
developing country trade information, and to members of the U. S. Delegation. 
The briefs are first analyzed by the Government’s experts on the particular 
product so that the members of the Committee for Reciprocity Information may 
have in advance an expert analysis of the brief, and suggestions as to additional 
information which might be elicited before or during the hearings. 

During the hearings the public is invited also to submit suggestions for items 
on which we should request tariff concessions from country X. hese suggestions 
and others made by the members of its own subcommittees are reviewed in detail 
by the Trade Agreements Committee. 

Throughout the year the committee is available to receive written briefs from 
interested individuals or organizations on any matter connected with the trade 
agreements program and arranges informal meetings for consultation. 

After the hearing, the testimony presented, the information in the briefs, and 
the data in the Government's files with respect to each product are studied by the 
Trade Agreements Committee to ascertain whether it should recommend to the 
President that a concession seems justified and, if so, what kind of concession. 


Mr. Curtis. Mr. Secretary, is there any formalization of how the 
actual negotiators who negotiate in the GATT agreements are 
selected? 

Mr. Rosert E. Srmpson. Sir, there are really two phases to this. 

Mr. Curtis. First, let me develop the question. Is there an 
executive order, if you know, which establishes the procedure for 
selecting the negotiators? 

Mr. Rosert E. Simpson. I know of no executive order which is 
specifically directed to selection of trade agreements personnel. 
The customary procedure is for the Secretary of State—it is a formal 
matter—to request other Cabinet members concerned to select the 
people in their own department that they would wish to have 
represent them in such negotiations. 

Mr. Curtis. Does the Trade Agreements Committee or the Com- 
mittee for Reciprocity Information have any formal connection 
with the naming of these negotiators? 

« Mr. Ropert E. Simpson. Not a formal connection. 

“ Mr. Curtis. I should think it would be informal. I presume you 
have been selected, have you not, in Commerce to be a negotiator? 

* Mr. Roszert E. Stmpson. I should explain here that I am address- 
ing myself to these questions in the capacity of the Department’s 
member of the Trade Agreements Committee, and in addition I 
happen to be Director of the Office of Economic Affairs. The nature 
of tariff negotiations is such that the trained people in the Department 
familiar with foreign tariffs and the problems connected with them 
happen to be in my part of the organization. So as Director of the 
Office of Economic Affairs I have the first responsibility to propose 
to the Secretary’s office the individual technicians who would be most 
effective in such negotiations. The ultimate decision lies with the 
Secretary as to the people to be nominated. 
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Mr. Curtis. What I am getting at—again I will request that you 
prepare a statement for the record on this—is how the work done by 
the Trade Agreements Committee and the Committee for Reciprocity 
Information gears into the GATT negotiators. It seems to be an 
informal thing. Nonetheless, it should actually work. I want to 


have a brief presentation along that line if you would prepare it. Do 
you understand what I am getting at? 


Mr. Rosert E. Simpson. Yes, sir. I shall be glad to do that. 
(Information to be furnished follows: ) 


How THE Work oF THE TRADE AGREEMENTS COMMITTEE AND THE COMMITTES 


FoR Reciprocity INFORMATION Is RELATED To TuaT or U. 8. NEGoTraToRs 
PARTICIPATING IN GATT MEETINGS 


1, TARIFF NEGOTIATIONS 


The composition and functions of the Trade Agreements Committee and the 
Committee for Reciprocity Information are prescribed in Executive Orders 10082 
and 10170. Broadly, their responsibilities are to obtain public views concerning 
existing and proposed trade agreements, and to develop for the President’s con- 
sideration recommendations as to tariff concessions which the United States might 
offer to other countries and the tariff concessions which the United States should 
obtain from those countries in return. 

On the other hand, the actual task of conducting the negotiations is carried out 
by teams of negotiators drawn from the members of a negotiating delegation set 
up by authority of the Secretary of State for this purpose. The negotiating 
delegations normally consist of representatives of the Departments of State, 
Commerce, and Agriculture, with assistance from a representative of the Tariff 
Commission. At other times there may be a representative from the Department 
of the Treasury and other agencies are represented on the teams when commodi- 
ties of special interest to them are involved. 

In the case of the Department of Commerce, the Director of the Bureau of 
Foreign Commerce and the Administrator of the Business and Defense Service 
Administration recommend to the Secretary of Commerce the names of those 
foreign tariff experts and commodity experts who are believed to have the best 
qualifications, depending upon the commodities and countries with respect to 
which negotiations are contemplated. Subject to the approval of the Office of the 
Secretary, these individuals are designated by the Secretary of State as advisers 
on the United States delegation. 

The representatives of the agencies included on the Trade Agreements Commit- 
tee (who also represent their agencies on the Committee for Reciprocity Informa- 
tion) are normally included on the United States delegation. Consequently, 
the experience of the public hearings is always available to the delegation to a 
tariff conference. 

The recommendations made to the President by the Trade Agreements Com- 
mittee on the basis of the public views obtained by the Committee for Reciprocity 
Information, and the analysis performed by the staffs of the agencies represented 
on the committee, form the basis of the President’s instructions to the negotiating 
delegation. Among the other factors which the President considers in deciding 
on the instructions to the negotiating delegation are the findings of the Tariff 
Commission in its “peril point”’ studies. 

In actual negotiations, the negotiating team determines what is the best bargain 
it can make within its instructions and then reports to the Trade Agreements 
Committee as to whether it believes an agreement possible and makes recom- 
mendations to the committee as to whether any changes in the offers initially 
authorized or in the requests initially made would, in its opinion, be desirable. 
The Trade Agreements Committee considers the recommendations of the team, 
and on the basis of this consideration makes its recommendations to the President 


for a final decision. If he approves them, the negotiating team completes its 
negotiation on that basis. 


2. GATT “BUSINESS MEETINGS” 


In the case of “business meetings’’ of the GATT (i. e., those meetings not con- 
cerned with tariff negotiations) the United States Government position on each 
item of business which is expected to come before the meeting is developed by 
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representatives of the same agencies and departments as are represented on the 
Trade Agreements Committee. Under chairmanship of the State Department 
the interested agencies represented in the Trade Agreements Committee consult 
and develop agreed statements of the position which the United States will adopt 
on each issue expected to arise. Normally, this is done through the Trade Agree- 
ments Committee. Where major policy decisions are involved, interagency 
discussion may be carried out at the sub-Cabinet level or higher, and where appro- 
priate, these proposed positions are submitted to the White House for review and 
approval. ese “position papers’’ constitute the instructions under which the 
United States delegation will perform in the conference. 

The actual representation of the United States in the conference sessions is 
by a United States delegate, usually an Assistant Secretary of State, or an Am- 
bassador, designated to attend the conference and represent the United States 
in the debate. The United States delegate is accompanied to the conference by 
advisers selected from the interested departments and on occasion from Congress 
and the public.« Normally these advisers include representatives of the Depart- 
ments of State, Commerce, Treasury, and Agriculture, and where their responsi- 
bilities are involved, other agencies may be similarly represented from time to 
time. The Secretary of State invites the heads of the executive departments 
and agencies concerned to nominate the advisers whom they wish to have represent 
them at such conferences and they are officially designated by authority of the 
Secretary of State after such nomination. 

When in the course of the conference problems are encountered which the United 
States delegate’s instructions do not cover, the United States delegate will advise 
the Department of State and request additional instructions. Upon receipt of 
such requests the United States Government position is developed by consulta- 
tion among the Departments concerned, as described above, and modified or 
additional instructions are transmitted to the delegate for his guidance in the 
conference. 


Mr. Curtis. Mr. Secretary, getting to more basic and broader 
questions, this was pointed up on page 2 of your statement. You say 
“Tt would not extend the GATT provisions to any additional aspects 


of trade.” That is right in the center of the page, talking about OTC. 
I am wondering if you believe that the GATT provisions right now 
are limited to certain aspects of trade. I am talking about jurisdiction. 
What is the limitation, if any, on the jurisdiction of GATT? 

Secretary Weexs. GATT is the group of participating nations. 
They sit around and discuss the tarff rates and discuss these other 
restrictions imposed by some nation. 

Mr. Curtis. I know that—— 

Secretary WeEEks. I go on the assumption that their jurisdiction is 
unlimited in so far as discussion is concerned. 

Mr. Curtis. As far as subject matter. 

Secretary Werks. The reciprocal trade agreement involves tariff 
rates and trade concessions of that character. They discuss what is 
authorized in H. R. 1. 

Mr. Curtis. That is the point. What is the limitation, if any, of 
the jurisdiction of GATT as far as trade matters are concerned? 
Actually, you can say any economic factor has a bearing on trade. 
If you take the word “trade” as your basis of jurisdiction, you could 
go to a pretty far extent in the internal workings in the country. In 
fact, the GATT preamble set out on page 38 of the staff document 
which I was just referring to, uses language like this: 


The contracting parties recognize that their relations in the field of trade and 
economic endeavor— 


and then goes down in actually setting forth the areas of contracting 
and uses language— 


reduction of tariffs and other barriers to trade. 
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On the contrary, the Trade Agreements Act uses different language. 
Instead of referrmg to trade and economic endeavor, which is very 
broad language, it refers to— 


any existing duties or other import restrictions. 


Then in formalizing its power it-says that the President can enter 
into foreign trade agreements with foreign governments or instru- 
mentalities. It does not discuss barriers to trade. Barriers to trade 
could be almost any economic aspect. 

I might say the history of the Trade Agreements Act reveals that it 
comes up from our Congress trying to figure out how to write tariffs 
and import restrictions, which is the jurisdiction of this committee. 
It was felt by those Congresses, and I happen to agree with them, that 
it was better to turn over—to delegate certain powers to the Executive 
in writing tariffs, but we formalized that procedure in quite some 
detail, creating the Tariff Commission and many other aspects. 

Even in our Trade Agreements Act we have formalized the proce- 
dures, such as spelling out the escape clause and peril point provisions. 
These other additional aspects of trade do not seem to be contemplated 
in the Trade Agreements Act. Yet GATT does seem to contemplate 
them. So it becomes quite important to understand what, if any, is the 
limitation of the jurisdiction of GATT, because there are many people 
who feel that the Executive is somewhat limited in the extent to which 
he can consider matters which affect trade in trade negotiations. It is 
not spelled out in detail. 

Secretary Werks. I think it is hardly conceivable that any provi- 
sion of GATT could supersede the statute itself. I am sure that it not 

ossible. 
; Mr. Curtis. We could get into some very embarrassing diplomatic 
relations and misunderstandings with our friends abroad, however, 
could we not, if our executive negotiators in good faith think they 
have the authority to do these things and the Congress or other 
people think they have not, and it turns out that the Executive power 
interpretation is such that the Executive does not have those powers? 

We have had presented to us in this committee that we had better 
not do this because we are likely to violate some of our agreements 
under GATT. 

Secretary Weeks. Again I say I am sure GATT can’t supersede 
the statute. I have here a statement which pertains to this particular 
field. May I read that for the record? 

The CHarrMan. Yes, Mr. Secretary. 

Secretary Weeks. General provisions of this type, specifying limi- 
tations on the use of quotas, have been imcluded even in bilateral 
agreements negotiated since the trade agreements legislation was first 
passed in 1934. An important requirement of the legislation is that 
the tariff concessions be truly reciprocal and that we get full value 
for what we give. In order to do so it is quite important to have an 
understanding on these related matters in order to preclude the pos- 
sibility that the tariff benefits we receive might be made meaningless 
through these other devices. The devices are quotas and other re- 
strictions which I have referred to. As a matter of fact, we would 
seem negligent in protecting the value of our tariff agreements unless 
we did make provision for an understanding about these alternative 
devices. 
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“General provisions” in GATT are analogous to those in our earlier 
bilateral type of agreements and are necessary in our own interest for 
the same reason. 

I don’t think you need be concerned, first, about GATT’s supersed- 
ing the statute and, second, that all this language gets back into the 
tariff rate. 

Mr. Curtis. Mr. Secretary, I personally think the Executive should 
have the power to go into other aspects of trade, but I do feel it is 
quite important that it be defined and when we do go into these other 
aspects which relate to trade that the Congress in delegating that 
authority set up some pretty formal procedures similar to the way we 
set them up for tariff concessions. I say it isn’t my own worry as 
much as it is the worry of the citizens, industries, who approach me, 
and other Congressmen who approach me about this, knowing, for 
example, that GATT originated from ITO and in the original concept 
it was quite broad and included many, many aspects of economic 
endeavor. 

The fear has been been, for example, that the jurisdiction of GATT 
not being tied down, could be extended in the same way to include 
some of the subject matter, for instance labor relations and things 
of that nature. That it can or can’t I am not saying. I do say that 
that question has been honestly raised by a lot of people, and every 
time we try to pin down just what is GATT’s jurisdiction we end up 
in the sort of discussion such as we have here. We don’t really know, 
and there is no definitive language except the language that I have 
tried to point to. That is why I think it is important to develop this 
and bring it out in the open so we understand just where we are. 

Secretary Werks. The agreement in GATT i is only to contribute 
to these larger objectives by making agreements on tariff reduction 
and the elimination of the discriminatory features of the operation. 

Mr. Curtis. That is right, but when you get into currency con- 
vertability, for example, ‘that is not what would be traditionally 
understood as “existing duties or other import restrictions.” [| 
agree with you sir, that certainly in negotiating we want to be in the 
position of discussing with these other nations things like currency 
convertability, but why don’t we spell these things out so we know 
those are the areas that we expect to have negotiations occur. The 
difficulty is the fact that GATT has never been presented to Con- 
gress, so we have never actually tried to spell out the authority. 

Now we come along with the proposal for OTC and, however you 
slice it, it is in effect saying that we are going to formalize GATT 
even more. I think it is perfectly logical. If we are to have multi- 
lateral treaties, I happen to agree that we should have some machin- 
ery for carrying them out, but I am reluctant to establish machinery 
which will make more forceful an organization until 1 know what 
the limits of its jurisdiction are. 

Secretary Werks. I don’t consider that this makes the organiza- 
tion more forceful. I don’t think it changes it. That isn’t the pur- 
pose of it, sir. The purpose is to provide continuity to the operation. 
As I said before, I will supply for the record actual cases where, if 
we had had a continuous organization, our exporters would have 
been better off. 

Mr. Curtis. Surely. That is what the bill is for, to make it mean- 
ingful. 1am not trying to put words in your mouth. I think it is a 
perfectly logical presentation. 
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Secretary Werks. You can’t give it any more force than it has 
today. It is a mutual agreement, and they can’t force us to do any- 
thing. 

Mr. Curtis. By the use of the word “force’’ I didn’t mean it in 
that sense. It is force in a broader sense of the word, where you carry 
out the purpose of what you have entered into. Otherwise you would 
not be here. It is to make it more meaningful. 

Secretary Wrnuks. Yes. 

More “effective” I think might be the word. 

Mr. Curtis. All right, more effective. We come back to the idea 
of making more effective an organization whose jurisdiction seems 
quite nebulous. I think it is a very proper concern of this Congress 
to know just what is the jurisdiction of this organization so we know 
what areas it can discuss and what area of matters can be put into 
these agreements. 

The economic aspects of trade are so broad that you can get into 
any area and say this does affect and pertain to trade. A barrier is 
an impediment. I don’t see why we are so reluctant to define these 
areas. 

Secretary Wenxs. Congress in the language of H. R. 1 has dis- 
claimed any interest in the thing either way. 

Mr. Curtis. I know they did. Yet there has been no real public 
hearing, no formal discussion, of what the powers of the Executive 
are as established in the Trade Agreements Act. 

There are some people who believe that the President, the Execu- 
tive, can go into all economic aspects of trade. Certainly the preamble 
of GATT indicates that you can go into all economic aspects of trade. 
But there are others who believe, and I think the language indicates, 
probably the President is limited to existing duties or other import 
restrictions. My own personal view is that that is too much of a 
limitation, but I would like to spell the thing out. 

Another series of questions: Do you think one vote in GATT, 
which we have, is sufficient, particularly on important economic 
questions? 

Secretary Werks. Yes, I think it is. I think in the manner in 
which GATT works it is sufficient. 

Mr. Curtis. You don’t feel that is one of the reasons some people 
feel ve have not been getting real reciprocity, as Mr. Reed has ad- 
vanced. 

Secretary Weeks. In the working out of arrangements, 1 vote or 
50, they can’t make us take anything we don’t want with 50 votes to 
our 1 or 100 to our 1. Our one man speaks for the position of this 
Government, how far it will go. Having 3 or 10 there wouldn’t make 
any difference in the net result. 

{r. Curtis. That is in the negotiations. But after you negotiate 
and go to interpreting what you have agreed to, that is when the vote 
becomes important. 

cocreer? Weeks. There, again, there is no power of compulsion 
in GATT. 

Mr. Curtis. Other than it is pretty powerful when you relate it 
to foreign relations, and have other nations feel you are not living up 
to the way they interpret what is written down. 

Secretary Wrenxs. We don’t even have to enter into particular 
negotiations. Some of the nations didn’t enter into the negotiations 
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last year. Many of these countries have waivers on specific points. 
We have a waiver on agricultural quotas, andsoon. There is no power 
of compulsion. It is a cooperative arrangement that everybody hopes 
will work to the advantage of each one. If it didn’t work to our ad- 
vantage we can give notice and stay out of it or get out of it. 

Mr. Curtis. One final question, Mr. Secretary: Last year in the 
hearings I posed a question at page 185 which has to do with my 
first line of questions, as to how American industry and labor can 
have their cases presented ahead of time, so their viewpoint would be 
geared in and referred back to the negotiators. I used an example 
where it looked as if they were not considered. That is the case of 
the Icelandic fish and its Pacific cousin. I am using this only as 
an illustration. 

Apparently treaties have been made with Iceland with regard to this fish, 
which no one seems to be much concerned about catching except the people in 
Iceland. So we entered negotiations and a treaty was made with Iceland. This 
same fish, though, has a cousin out in the Pacifie which is sought after by our 
Pacific coast fishermen. 

Under the most favored nation’s clause, this treaty of Iceland then became 
binding as far as this related fish in the Pacific waters was concerned. Apparently, 
our fishing industry on the west coast had no opportunity of participating ahead 
of time in the consideration of the trade agreement that actually bound them with 
regard to the fish. 

I asked you to supply information what had happened there. 
Information was supplied in just general language, in fact your words 
were: 

These industry specialists are in touch with our industries and have detailed 
familiarity with the conditions of those industries from the domestic production 
and sales point of view as well as from the point of view of imports and exports. 

That is fine, but apparently it didn’t work here and it hadn’t 
worked in othere areas which have been brought to my attention. 

That is why I am so concerned about the procedures that the execu- 
tive departments have established so that industry, labor, and farm 
interests can have their problems geared through and carry right on 
through your negotiators. 

I leave the matter there, but I would like an answer to that spe- 
cifically. Maybe there is some explanation. Maybe they were 
geared in. Maybe the story I have is not entirely accurate. That 
illustrates in my opinion some of the fear and concern of American 
industry and labor throughout this country in regard to the way 
these GATT agreements have been set up. The ones who have 
talked with me have felt in effect that they have been sold down the 
river without their ever having had an opportunity of presenting 
their case. They know that the Congress is set up to hear their case, 
but they are not so sure that the executive agency is. That provides 
a basis of concern as I see it. 

Thank you. 

(The following information was submitted in reply to Mr. Curtis’ 
comments above:) 


Nore on Unirep States-Icetanp TRADE AGREEMENT 


The United States-Iceland Trade Agreement was negotiated in 1943. As a 
part of the agreement, the United States reduced its tariff rate to 12% percent 
ad valorem on imports of “fish canned without oil.” Iceland sought this reduc- 
tion because several Icelandic fish exports to the United States (none of them tuna) 
came within this category. 
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When the public hearings were held on this proposed agreement, there was no 
discussion of tunafish. At that time there was no form of tuna which would 
come within the category of ‘‘fish canned without oil’’ because tuna was customari- 
ily canned in oil. 

Five years later, about 1948, small quantities of tuna began to appear, for 
the first time, packed in brine rather than oil. This new product was classi- 
fiable in the United States import tariff under the “fish canned without oil’’ 
category included in the Trade Agreement with Iceland at the rate of 12 percent. 

Effective on January 1, 1951, moreover, the United States duty on tuna canned 
in oil suddenly reverted from 22% percent to 45 percent as the result of the termi- 
nation of the United States trade agreement with Mexico. Following this sharp 
increase in the tariff on tuna canned in oil, imports of tuna canned in brine, 
which had been unknown prior to 1948, increased sharply from 381,000 pounds 
in 1950 to almost 10 million in 1951, and continued to increase sharply in subse- 
quent years. Asa result of this situation, the American West Coast tuna industry 
has urged that the 1943 agreement with Iceland be modified to provide that the 
duty reduction to 12% percent on “fish canned without oil” no longer apply to 
tuna fish. 

The problem in this case was not lack of facilities for obtaining the public 
views in advance of negotiations. The same type of public hearing facilities 
now provided were available in 1943. But since there was at that time no such 
item in international trade as “‘tuna canned in brine,’’ there was no awareness 
that the proposed tariff reduction might have a future bearing on United States 
tuna imports. There was accordingly no occasion for the tuna industry to 
avail itself of the public hearings in this connection, or to object to the proposed 
tariff reduction on “fish canned without oil.” 


The CuarrMan. Are there further questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Mr. Secretary, there has been some suggestion that 
GATT doesn’t pack a big stick. As a matter of fact, if we violate 
the provisions of GATT, based on experience to date, they can and 
do things to us, according to the record. I want to cite this example 
The United States has itself felt the shock of GATT’s stick. I agreed 
we would drop out of GATT but we didn’t. We imposed quotas on 
cheese to protect the farmers’ market for cheese, and GATT said 
that that was a violation of the no-quota rule, and I guess it was. 
So GATT said to the Netherlands, ‘‘You are authorized to reduce 
your quota of wheat from the United States from 72,000 tons to 60,000 
tons per year.’’ That was a penalty against the United States. If 
the Netherlands did it, then it hit us right in the very area where at 
that particular time we had many hundreds of millions of bushels 
of wheat on hand. 

So GATT acting because we tried to help the farmers in one area, 
created a situation which penalized these farmers’ neighbors in another 
area by denying them a market for their wheat. At the same time, 
mark you, Denmark raised difficulties about allowing the United 
States to establish an air base in that country. Our wheat exporters 
thus paid the price for aid to our cheese industry and our national 
security plans were delayed, even though in the end the Department 
of State after many delays obtained a waiver, that is, she asked the 
other countries to excuse us and give us a waiver and allow us to keep 
quotas on cheese for the time being. 

But the State Department had to promise that the United States 
would remove those quotas and all other quotas as soon as circum- 
stances permit. We are obliged to report once a year if any such 
quotas remain at the same time and explain why. 

Any one who says that a penalty imposed under GATT cannot 
be extremely far-reaching is mistaken in the face of that. 

Secretary Weeks. I think it fair to say, in the first place, that 
Holland did not take that action, I think. 
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Mr. Srupson. They had the right to do it. They were given the 
right to do it by these other nations, in which we would have one 
vote out of 35. 

Seeretary WreEks. Whatever GATT may or may not have been, 
that could have been done and undoubtedly would have been done 
without GATT. If GATT didn’t exist the same thing would have 
happened. 

Mr. Simpson. That is right. That would have been a matter 
between the United States and one country instead of our being 
outvoted by 34 countries. 

Secretary Werks. Let’s take that same situation with OTC. We 
would have had maybe in that case a complaint. We would have 
gotten much faster action on our complaint and, I think, more effee- 
tive action than we would under today’s conditions without OTC. 

Mr. Simpson. That raises a very, very interesting question. By 
faster action, do you mean, Mr. Secretary, that OTC could have 
granted us that waiver? 

Secretary Weeks. OTC could have, ves, just as——— 

Mr. Simpson. I mean in the end the State Department got the 
waiver which allowed us to keep the quotas on cheese. Do you 
mean that under this OTC legislation we could have gotten a waiver 
by OTC? 

Secretary Weeks. OTC is simply the implementing agency of 
GATT. We would have gotten it from GATT, but we would have 
gotten it through the implementing ageney. It doesn’t change the 
situation any merely having OTC. 

Mr. Stmpson. No. Are we authorizing OTC to grant the waiver, 
as for example in this instance which the State Department had to 
go to GATT to get? 

Secretary Werks. Yes. 

Mr. Srmpson. There is room, then, for a penalty being imposed or 
being authorized. It is a penalty. 

Secretary Weeks. Being authorized, but not imposed. 

Mr. Stmpson. They authorized the other country to do it and the 
other country may or may not, as she sees fit. 

Secretary Werks. That is correct. 

Mr. Smupson. In this instance the phrase which struck me as being 
important is that our wheat farmers paid the price when our country 
tried to help our cheese farmers. Further, Denmark raised questions 
about establishing an air base in that country, our national defense 
was jeopardized as a result, as you point out, what could this organi- 
zation we are asked to approved now do, where we have only 1 vote 
out of 35. We are sticking our neck in a noose or we are doubling 
the noose which already exists under GATT. 

Secretary Weeks. I don’t think the situation has changed in that 
respect, sir. 

Mr. Simpson. That is a matter of opinion, Mr. Secretary. 

Mr. Mitts (presiding). Mr. Secretary, have I the correct impres- 
sion, that GATT itself is an important cornerstone of our present 
foreign trade policy? 

Secretary Weeks. I think it is. 

Mr. Mrits. What the administration is asking us to do is to permit 
an opportunity of implementation of that important cornerstone? 

Secretary Wrexs. Making it more effective, yes, sir. 
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Mr. Mixts. Implementing the effectiveness of that important 
cornerstone? 

Secretary Werks. Yes, sir. 

Mr. Miuus. We have a rather anomalous situation, it appear to me. 
M ’ friends who in the past have opposed continuation of the recipro- 
cal trade agreements program in part at least on the ground that we 
grant concessions and other countries give lip service to the granting 
of concessions and subsequently raise restrictions which nullify those 
concessions, are arguing now against a program which you tell us and 
which the President tells us will enable us to bring about greater com- 
pliance in the original concessions granted by foreign nations. Do you 
agree with that summation? 

Secretary Werks. Yes, sir. As I say, I think we have a status 
quo here in reciprocal trade agreements made by the GATT procedure. 
This does nothing in my opinion except, as you say, to make it more 
effective. 

Mr. Miuts. I was impressed with the message which the President 
delivered to the Congress on April 14, 1955. I shall not read all of it. 
I would like to call your attention again to sone sentence: ‘‘As a mem- 
ber of this organization’”’—meaning the OTC—‘‘we could work more 
effectively for the removal of discriminatory restrictions against our 
exports.”’ 

That is true, is it not? 

Secretary Weeks. I certainly think so, sir. 

Mr. Miuus. That, it appears to me, would be the very thing that 
those who content restrictions have been placed against our exports 
by foreign countries would desire. Would you not think so? 

Secretary Werks. That is my view, yes, sir. 

Mr. Mitts. It is a little hard to understand the argument of the 
opponents of the reciprocal trade agreements program against our 
membership in OTC. 

Mr. Mason. Would the gentleman yield there? 

Mr. Mitts. I want his answer first. 

Secretary Weeks. In answer to that specific question, I don’t 
consider that the issue here is whether or not you have reciprocal 
trade agreements. 

Mr. Mitts. I do not, either. 

Secretary Werks. But when you have them under the GATT 
procedure then why not make them as effective as possible? 

Mr. Mutts. I agree with you completely. 

Secretary Werks. I don’t quarrel with people who disagree with 
me on the basic policy. 

Mr. Mitts. I agree with you that that is not involved, but it 
is strange that we have the same opposition to this that we had to a 
program of reducing tariffs, when this is proposed as a means of 
bringing about compliance with the agreements that others have 
entered into with us as well as ourselves. 

Mr. Mason. Now will the gentleman yield? 

Mr. Mitts. Do you agree with that? 

Secretary Werks. Yes, sir. 

Mr. Mitts. Yes, I yield. 

Mr. Mason. Many things have been proposed during the last 20 
years in this Congress that had excellent objectives, but they have 
never proven to be accomplished and those objectives have been 
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forgotten entirely. If OTC is to aid us to get some of those barriers 
to our trade removed, I can’t believe that and therefore I simply am 
— to the whole program. 

Mr. Miuts. I would not believe that this administration would 
propose something that would not obtain maximum benefit for the 
American people. 

Mr. Mason. That administration as well as the previous two have 
proposed many things that we can cite that were not for the benefit 
of our people. 

Mr. Mitts. Mr. Secretary, Mr. Reed of New York will inquire. 

Mr. Reep. I will just say to the gentleman who injected a political 
inference into this discussion that, as a matter of fact, I have been 
here 36 years and at least I have been consistent and I am consistent 
now in following the fundamental principles which have made this 
country great. 

Mr. Mitts. Mr. Secretary, the inference is that you and I are not 
following those things which have made this country great, but at 
least that is a matter of opinion, I hope. 

We thank you very much, Mr. Secretary, for your appearance and 
the very fine statement you have given the committee this morning. 

Our next witness is the Honorable Gordon Gray, Assistant Secre- 
tary of Defense. 

Mr. Secretary, we are pleased to have you appear in behalf of H. R. 
5550. For purpose of the record, will you please give your name to 
the reporter. 


STATEMENT OF HON. GORDON GRAY, ASSISTANT SECRETARY OF 
DEFENSE FOR INTERNATIONAL SECURITY AFFAIRS; ACCOM- 
PANIED BY CAPT. WAKEMAN B. THORP, UNITED STATES NAVY 
(Retired), DIRECTOR OF SPECIAL PROJECTS 


Mr. Gray. My name is Gordon Gray, Assistant Secretary of De- 
fense for International Security Affairs. 

Mr. Mitts. The committee will be pleased to hear you without 
interruption, Mr. Secretary. 

Mr. Gray. Mr. Chairman and gentlemen of the committee, at the 
outset I should like to say to you that the Secretary of Defense is out 
of Washington and the Deputy Secretary of Defense is engaged in 
matters involving the Cabinet this morning, and that explains why I, 
as Assistant Secretary, appear on behalf of the Defense Department. 

I am glad, Mr. Chairman, to have this chance to appear before your 
committee in support of this bill which I believe will promote progress 
towards the mutual security objectives of the United States and 
friendly countries and which will also tend to strengthen the military 
posture of the United States and its allies. I of course refer to the 
bill dealing with the proposed Organization for Trade Cooperation. 

When Secretary Wilson appeared before your committee on January 
1§, 1955, in support of H. R. 1, the renewal of the Trade Agreement 
Act, he went into some detail in order to explain why the Department 
of Defense believed that the extension of the Trade Agreements Act 
and liberal commercial policies would help in achieving Department of 
Defense objectives. In connection with the bill now under considera- 
tion, I would like to mention briefly these objectives again, without 





154 ORGANIZATION FOR TRADE COOPERATION 


enlarging on them in any way, because I believe that approval of the 
Organization for Trade Cooperation, like the authority under H. R. 1, 
will add to the strength of the United States through the benefits of 
mutual trade. The objectives are: 

(1) To increase and improve the productive capacity available 
in this country to meet the requirements of an expanding economy 
as well as to meet the needs of an all-out emergency; 

(2) To make available to this country and to our allies the 
assurance of a sufficient quantity of strategic critical materials 
to meet the requirements of an expanding economy as well as to 
meet the needs of an all-out emergency; 

(3) To improve the economy of our allies as much as possible 
as well as the economy of our own country and thus strengthen 
the Free World; 

(4) To properly control in the interest of the Free World the 
trade with the nations behind the Iron Curtain; and 

(5) To promote world trade as a means and a reason for keep- 
ing the essential sea lanes and routes of commerce open to us and 
our allies and thus build up a merchant marine useful in peace- 
time but vital to the nations of the Free World in an eniergency. 

The Organization for Trade Cooperation is, of course, designed to 
administer the multilateral rules for trade undertaken by the countries 
party to the General Agreement on Tariffs and Trade. While I am 
not technically qualified to comment on these rules, I know that they 
have been beneficial in the promotion of trade between friendly 
countries. I am also sure that in the complicated operation of foreign 
trade, rules are necessary if agreements are to be administered in a 
manner which is fair and equitable for all. As a corollary to this, an 
organization of some kind is necessary in order to administer the rules. 
I can imagine no greater chaos than a professional baseball game, for 
example, without any umpires, where an agreement between the two 
rival managers as to the rules had to be reached every time there was 
a close play at second base, or a pitch just cut the outside corner of 
the plate. By this analogy I do not mean to imply that the OTC 
could impose any obligation on a member which the member has not 
specifically agreed to undertake. This it could not do. It would be 
an administrator rather than a maker of rules. 

The Organization for Trade Cooperation should help the peoples of 
the various nations of the world, and particularly those of the Free 
World, to develop the resources of their countries, produce the things 
they can do the best, and exchange such goods and services with other 
nations in accordance with fair rules. In this way the living standards 
of all nations can be raised more rapidly than if each nation tries to 
live on its own production and resources alone. It should also help 
to eliminate much of the friction and strife between peoples and na- 
tions that have taken place in past decades and centuries, because of 
their efforts to control land areas in order to control markets. It 
should promote increased trade between peoples and nations, thereby 
increasing understanding between such peoples and nations in the 
interest of world peace. 

It is important for us to keep in mind, I believe—this, Mr. Chair- 
man, it seems to me is more true today because of recent developments 
well known to all of us—the fact that the Communist threat in the 
world today is based upon more than an outright military threat. It 
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includes an equally serious threat in the economic, political, and 
propaganda areas. By approving the Organization for Trade Coop- 
eration, the United States I believe will be showing to friendly coun- 
tries and others that the Free World is presenting a solid front to 
aggressive threats in the economic area. It will also demonstrate to 
friendly countries that the people of the United States, as represented 
by their Congress, desire a continuity of purpose in promoting friendly, 
fair, and reciprocal trade relations. 

This concludes my statement. 

Mr. Mitts. (presiding). Are there any questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Mr. Gray, in view of the first sentence of the last 
paragraph on the third page of your statement, that the Communist 
threat in the world today is based upon more than an outright military 
threat, if you care to comment, do you think it well to amend this 
bill to deny Communist countries membership in the OTC? 

Mr. Gray. As I understand it, when you say communist countries, 
I suppose you mean Czechoslovakia particularly? 

Mr. Srupson. I mean behind the iron curtain. 

Mr. Gray. My answer, if I may suggest, would be more a reaction 
because I have not given it consideration. As I understand it, we 
are not now in a bilateral trade agreement with the Czechoslovakians. 

Mr. Simpson. If you would care to prepare an answer to that ques- 
tion we would be glad to have it. 

Mr. Gray. Mr. Chairman, with your permission I prefer to submit 
an answer to this question. 

Mr. Mitts. Without objection you may have that privilege. 

(Information to be furnished follows:) 


ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., March 12, 1956. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives. 

Dear Mr. Cooper: During my appearance before your committee on H. R. 
5550 on March 2, 1956, I was asked, according to the transcript of the hearings, 
if I thought it well to amend this bill to deny Communist countries membership 
in the Organization for Trade Cooperation (OTC). 

After thoughtful consideration of this question, I do not feel that I am qualified 
to give an authoritative answer. It seems to me that the State Department would 
be the appropriate agency to give such an answer. If, however, you feel that I 
ean be of further help on any particular aspect of this question, I would welcome 
a further communication from you. 

Sincerely yours, 
GorpON GRAY, 
Assistant Secretary of Defense (ISA). 


Mr. Mitus. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Last year when Secretary Wilson testified before this 
committee on H. R. 1, I asked him to supply for the record what 
administrative procedures were established in the Department of 
Defense whereby businessmen who felt that their industries might be 
damaged, if their industries were connected with the national defense, 
could process their case. 

A statement was supplied for the record, but of course I had no 
opportunity of asking questions on it. I don’t know whether you 
are in a position to answer questions on it, but that is an aspect of this 
matter with which I am deeply concerned. 
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I might ask this question: Who represents the Department of 
Defense on the Trade Agreements Committee? 

Mr. Gray. Mr. Prentice Dean. 

Mr. Curtis. What is his official position? Is he an Assistant 
Secretary? 

Mr. Gray. No. He is not at that level in the Department. He 
is in the Office of International Security Affairs in the Defense 
Department. 

Mr. Curtis. The statement last year with regard to the Trade 
Agreements Committee says the day to day work in this field is the 
responsibility of the Assistant Secretary of Defense for International 
Security Affairs. 

Mr. Gray. Yes, sir. 

Mr. Curtis. Mr. Hensel, at that time. 

Mr. Gray. I succeeded Mr. Hensel. 

Mr. Curtis. I see. I was just wondering if that isn’t a strange 
administrative setup when we are concerned about internal economic 
matters. In other words, as I understand it, the Department of 
Defense concern in this area of trade agreements and the specific 
authority given them relates to domestic industries which might be 
affected by the national defense which in turn have been adversely 
affected by trade negotiations. 

It seems to me a curious category to put that under the Assistant 
Secretary in Charge of International Security. This looks like an 
internal security matter. 

Mr. Gray. Clearly the domestic implications of any of this are 
compelling. On the other hand, in the Department of Defense those 
matters which relate to international affairs are placed in the office 
of the Assistant Secretary of Defense. 

Mr. Curtis. You see, sir, you have your channels for international 
matters. This solely is a matter of how can a domestic concern 
present its case through defense and then go through the channels. 
The boys concerned with international aspects have already looked 
at this thing. Iam concerned now about how the domestic industry 
or labor would process their case in the Department of Defense. I 
may be entirely wrong about my criticism, but I make the criticism 
mainly so that it can be considered. 

Is Mr. Dean the representative on the Committee on Reciprocity 
Information too? He was last year, I know. 

Mr. Gray. Yes, he is. 

Mr. Curtis. I have asked to have supplied for the record, if you 
would, sir, any further comments which you might make on any 
aspects of this representation of the Department of Defense on these 
two committees and the manner in which procedures whereby in- 
dustry or labor can present their cases are implemented and carried 
on through. 

Mr. Gray. I shall be glad to furnish such a statement. 

(The information requested follows:) 

ASSISTANT SECRETARY OF DEFENSE, 
Washington 25, D. C., March 6, 1956. 
Hon. Jere Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives. 


Dear Mr. Cooper: During my appearance before your committee on H. R- 
5550 on March 2, 1956, I was requested to supply additional information with re- 
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gard to the methods by which American businessmen may express their views to 
the Department of Defense in connection with tariff negotiations and related 
matters. 

American businessmen have used in the past, and do use now, various channels 
to the Department for presenting their views. These channels are any one of the 
three Services, the Assistant Secretary of Defense (Supply and Logistics), or the 
Assistant serve of Defense (International Security Affairs) and his staff 
members concerned. In some cases, American businessmen and others interested 
communicate directly with the Secretary of Defense. In any event, the informa- 
tion genoeniet or desired, or personal contacts, if desired, come to the attention of 
the Department of Defense member of the Trade Agreements Committee, who is 
a member of my staff. Mr. Prentice N. Dean is the Dashetnettt of Defense repre- 
sentative on the Trade A ments Committee. He is also the Department of 
Defense member on the mittee for Reciprocity Information and attends all 
of the public hearings held in connection with tariff matters where he hears directly 
at those hearings the views of interested persons from business and industry. 
He also receives copies of all written briefs submitted to the Committee for 
Reciprocity Information. 

I can assure you that American business has always felt free to present its 
views through any one of the channels described above, with the knowledge that 
they will be brought to the attention of the people in the Department responsible 
for trade agreements and related matters. 

For your information I am inclosing a copy of a Department of Defense direc- 
tive signed by Secretary Wilson which indicates first, Department of Defense 
policy regarding trade agreement matters and second, the procedures whereby 
all interested elements within the Department of Defense may set forth either their 
own views or views expressed to them by American business. 

Sincerely yours, 
Gorpon GRAY 
Assistant Secretary of Defense (ISA). 


OcToBER 18, 1955 
No. 2030.1 
DEPARTMENT OF DEFENSE DIRECTIVE 


Subject: Participation of the Department of Defense in the Trade Agreement 
Program. 
References: 
(a) The Trade Agreements Act of 1934 (48 Stat. 943), as extended and 
amended. 
(b) Trade Agreements Extension Act of 1954 (Public Law 464—83d Cong.; 
68 Stat. 360). 
(c) Trade Agreements Extension Act of 1955 (Public Law 86—84th Cong.). 
(d) Executive Order 10082 of October 5, 1949. 
(e) DOD Directive No. 5132.2, April 26, 1954, as amended. 


I. PURPOSE 


The purpose of this directive is to reissue within the Department of Defense 
Directives System the policies for general guidance of the Defense representation 
on the Interdepartmental Trade Agreements Committee and the Committee for 
Reciprocity Information concerning participation of the Department of Defense 
in the Trade Agreements Program. 


Il. BACKGROUND 


A. The basic law (reference a) authorized the President to enter into trade 
agreements with foreign governments, in which, among other things, changes in 
existing United States tariff duties and other import restrictions under certain 
specified limitations might be made as were appropriate for the purpose of ex- 

anding foreign trade. The authority in this basic law was for 3 years. It has 
n extended from time to time as follows: 1937 (50 Stat. 24) for 3 years; 1940 
(54 Stat. 107) for 3 years; 1943 (57 Stat. 125) for 2 years; 1945 (59 Stat. 410) 
for 3 years; 1948 (62 Stat. 1053) for 1 year; 1949 (63 Stat. 697) for 3 years 
from 1948; 1951 (65 Stat. 72) for 2 years; 1953 (67 Stat. 472) for 1 year; 1954 
(68 Stat. 360) for 1 year; and 1955 (reference c) for 3 years. 
B. The current authority (reference c) extends to June 30, 1958. 
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C. The law (reference a) in section 3 (c) specifically names the Department of 
Defense as one of the agencies from which the President ‘“‘shall seek information 
and advice” in connection with this program. 

D. The Extension Act of 1954 (reference b) specifically provided “no action 
shall be taken to decrease the duty on any article if the President finds that 
such reduction would threaten domestic production needed for projected na- 
tional-defense requirements.”’ Section 7 of the Extension Act of 1955 (refer- 
ence c) provides for advice to the President from the Office of Defense Mobiliza- 
tion if imports of any article threaten the national security. 

E. The Executive order (reference d) established (1) the Interdepartmental 
Committee on Trade Agreements to supply information and advice to the Presi- 
dent, and (2) the Committee for Reciprocity Information to hold public hear- 
ings and seek the views of interested parties. The present defense representa- 
tive and alternate to these two committees were designated by the Secretary of 
Defense in 1948. 

F. This function, with the exception of section 2b (added by section 7 of the 
Extension Act of 1955), is among the responsibilities of the Assistant Secretary 
of Defense (International Security Affairs), generally assigned by reference e. 
Other elements of the Office of the Secretary of Defense, particularly the Office 
of the Assistant Secretary for Supplv and Logistics, are advised and consulted. 
The Assistant Secretary of Defense (Supply and Logistics) will be responsible for 
defense coordination with the Office of Defense Mobilization under section 2b, 
with the advice and assistance of other secretariats. 


MI. POLICY 


A. The following policies, established for the general guidance of the defense 
representative on the Interdepartmental Trade Agreements Committee are con- 
tinued in effect: 

1. Where United States supplies of a strategic and critical material are in- 
adequate or there is need to conserve dwindling domestic reserves, reductions 
in the United States tariff are desirable and attempts to secure additional export 
markets are undesirable. 

2. The tariff protection enjoyed by a domestic industry essential to military 
security should not be reduced if that action is likely to impair its strength to 
meet actual or potential vital requirements. 

3. No export market should be sought for strategic items in areas to which 
export shipments are controlled for security reasons. 

4. Where the special situations (covered by 1, 2, and 3 above) do not apply, 
the aim should be to strengthen the general economies of the United States 
and of countries friendly to the United States to which the United States must 
look for supplies and support in time of war. 


IV. PROCEDURE 


A. Each of the military departments shall maintain a point of contact within 
its department through which the defense representative on the Trade Agree- 
ments Committee will ascertain what questions are of special interest to it and 
through which the position of that department on such questions can be deter- 
mined. The names, room numbers, and telephone numbers of these contacts 
shall be communicated to the Office of Foreign Military Affairs, Office of the 
Assistant Secretary of Defense (International Security Affairs). 

B. On questions not notified to the Department of Defense as of special in- 
terest to one or more of the military departments, the defense position will be 
determined within the Office of the Secretary of Defense. 

C. If it is necessary for the Department of Defense to exercise its right of a 
formal appeal to the President against a position taken by the Trade Agreements 
Committee, this action shall be taken by the Assistant Secretary of Defense 
(International Security Affairs) or his duly designated subordinate. 


V. REPRESENTATION ON COMMITTEES 


A. The future designation of defense representatives on any committees 
concerned with the trade agreement program, provided for by Executive order, 
shall be made by the Assistant Secretary of Defense (International Security 
Affairs). 
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B. Defense representation on any subcommittees set up under the trade 
agreement program shall be designated by the defense member of the Trade 
Agreements Committee. 


C. W. Witson, 
Secretary of Defense. 
Mr. Mitts (presiding). Mr. Secretary, we appreciate your appear- 
ance and the information you have given the committee. 
Mr. Gray. Thank you very much. 
Mr. Mitts. The committee stands adjourned until 2 p. m. today. 
(Whereupon, at 12:10 p. m., the committee was recessed, to recon- 
vene at 2 p. m. the same day.) 


AFTERNOON SESSION 


Mr. Mitts. The committee will come to order. 

Our first witness this afternoon is the Secretary of the Treasury, the 
Hon. George M. Humphrey. 

Mr. Humphrey, you are recognized to deliver your statement as 
you please, without interruption, and then the committee members 
may ask you questions at the conclusion of your statement. 


STATEMENT OF HON. GEORGE M. HUMPHREY, SECRETARY OF THE 
TREASURY; ACCOMPANIED BY DAVID W. KENDALL, ASSISTANT 
SECRETARY OF THE TREASURY, AND FRANK SOUTHARD, JR., 
SPECIAL ASSISTANT TO THE SECRETARY 


Secretary Humpurey. Mr. Chairman, I am very pleased to appear 
before you again today on a matter which is not quite like the other 


matters which I have been up here in respect to in the last couple of 
days. 

Those matters originated in the Treasury Department, and were 
strictly Treasury Department matters. 

This is a bill which does not originate in the Treasury Department. 
It is a bill in which the Treasury Department is collaterally interested. 
It touches Treasury Department activities in two administrative re- 
spects only, and I will read a statement that I have prepared, if I 
may, outlining the Treasury’s position with respeet to it. 

Mr. Chairman and Members of the Committee, I appear before 
you in support of H. R. 5550. This bill is designed to carry out the 
President’s recommendation that Congress authorize United States 
membership in the Organization for Trade Cooperation. The Presi- 
dent in his message on the State of the Union explained why this is 
highly desirable. 

While the United States is not as dependent on foreign trade as 
many other countries, our prosperity is greatly influenced by the flow 
of goods out of and into the country. The policies which other 
countries follow in their trade have serious impact on us. Our trade 
policies in turn have a great effect on others because our commercial 
trade is 17.5 percent of world trade. 

Our membership in the OTC will indicate our desire to deal with 
matters of trade in the same cooperative way we do with military 
matters in the North Atlantic Treaty Organization, and with financial 
matters in the International Monetary Fund and in the International 
Bank for Reconstruction and Development. Our acceptance of 
membership would give practical evidence to our free world partners 
that our desire for sound working relationships extends to the field of 
trade. 
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The purpose of the OTC is to provide a continuing international 
body for the discussion of international trade problems and to ad- 
minha the General Agreement on Tariffs and Trade. Up to now 
there has been no such continuing body and mutual trade arrange- 
ments have depended on occasional international meetings or negoti- 
ations between individual countries. 

We can expect concrete advantage to the United States if there 
is such an organization through which our chosen representatives 
can press for action beneficial to us, such as reduction of trade restric- 
tions which discriminate against American goods. This organization 
would provide a more effective forum to which our representatives 
could promptly take complaints and press our point of view. 

We in the Treasury Department are primarily concerned with the 
relationship of the OTC to balance of payments questions, currency 
convertibility, and customs administration. 

One of the major problems of international trade since the war 
has been the widespread use of quotas or quantitative restrictions on 
imports as the principal means of dealing with balance of payments 
difficulties. Progress toward removing these quotas nas been made 
during the past few years. But it has not been easy, and it is not 
going to be easy, to reach the point where countries will substantially 
reduce use of import restrictions as a means of protecting their cur- 
rencies, and instead rely on firm monetary policies and competitive 
enterprise to keep themselves financially strong. American export- 
ers, in particular, have felt the adverse effects of quota restrictions 
since the war, because these restrictions have generally discriminated 
against our products as compared with those of other countries. 

In considering the use of such import restrictions by a member 
country, the OTC will consult the International Monetary Fund 
regarding the balance of payments situation of the country and its 
level of reserves. Such consultation, among other things, will serve 
to prevent the use of import restrictions as a substitute for foreign 
exchange restrictions which are not justifiable. 

In the customs field we in the Treasury are concerned with such 
matters as the internal taxation of goods we import, the imposition 
of aintidumping and countervailing duties, the valuation of imported 
merchandise for customs purposes, and other customs requirements. 
One of the duties of the OTC will be to administer a fair and reasonable 
code of practice relating to such matters, which substantially con- 
forms to the customs practices and procedures which we have been 
following for many years. Membership in OTC should help to pro- 
tect our exporters from discriminatory unfair or capricious treatment 
in foreign markets. It should help to obtain for them treatment 
comparable in general to that which we are giving foreign exporters 
to the United States. Creation of the OTC would require no change 
in our trade and tariff laws. The President has explained in his State 
of the Union message that the OTC cannot alter the control of Con- 
gress over the tariff, import, and customs policies of the United States. 
It has no power itself to change any of the rules. 

For these reasons I recommend that Congress authorize United 
States membership in the OTC. 

Mr. Mitts. Are there any questions? 

Mr. Reep. I would like to make just a few remarks. 
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I am very glad to see you here, Mr. Secretary. 

On page 2, the second paragraph, the matter of quotas is one of the 
things that disturbs me very much. I have been oem to trade 
agreements now ever since they started in 1934. I have not been 
able to see where we have succeeded in breaking down any barriers of 
any consequence at all. 

I have in my pocket a long list of our industries that are suffering. 
We are not getting automobiles into France, getting bicycles into 
England, or washing machines into Canada. 

I cannot see where up to this time they have even lowered the 
barriers. 

- have always felt this organization was very ineffective in doing 
that. 

For instance, on bicycles, when our industry protested the English 
restrictions, England immediately said, “Oh, yes, we will lower our 
tariffs’, which they did, and then they instituted a license system so 
that we could not get any bicycles into England at all. 

That is going on in all countries. In France we cannot get any 
automobiles in except in a very limited number, not enough to be of 
any consequence. 

In France, I think they have something like a 60 percent tariff, and 
we only have 15 percent. Those are the things that disturb me and 
have over the years. 

Although it is very pleasurable to my Democratic friends to find 
me in the position I am here, it is a matter of conviction with me and 
I am simply maintaining a position which I believe in all good con- 
science I should in representing my people. 

I am very glad to see you here. 

Secretary Humpurey. Thank you. 

Mr. Mitts. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Secretary, I am glad you are here, too. 

Secretary Humpnrey. I will begin to get suspicious in a minute. 

Mr. Stmpson. What is there in this bill that the administration 
does not have authority to do now? 

Secretary Humpnarey. I am sorry, I did not hear you. 

Mr. Stmpson. What is there in this bill that the administration 
does not have authority to do now? 

Secretary Humpurey. I don’t know, Mr. Simpson, whether this 
could be adopted as an Executive order, or not. I am not prepared 
to state about that. I do know that the matter was looked over and 
the legal advice was—at least so I am told—I don’t know it, but I 
am told that the legal advice was that this is an appropriate matter 
to present to Congress. 

Mr. Stmpson. If there is no need for H. R. 5550 being here, it is 
foolish to consider it. Yet no one will tell the committee of new 
authority being granted to the executive. 

Secretary Humpurey. Well, GATT, as I understand it, is an agree- 
ment entered into pursuant to the authority in H. R. 1 of a year ago. 

As I see that agreement, that agreement provides in one of its key 
provisions from my point of view, that on short notice we can at any 
time withdraw from GATT. 

Now, if we are getting along with people, the free nations of the 
world, and doing business with them in many respects, and entering 
into defense arrangements with them, it seems to me that it is not out 
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of place to have a forum for discussion of trade matters with them, 
provided we do not get ourselves in a place where we get committed 
to things that we cannot avoid if we do not like them. 

Now, GATT, as I understand it, and I think I am correct in this, 
cannot commit us to things that we do not like if we want to get out. 

Our position in world trade is such that for the rest of the nations 
it is extremely desirable that we do consult with them. Because of 
their desire to have us consult with them, and because we are such an 
important factor in world trade, it means that we have a good deal 
of bargaining power, if you please, to call it that, in any discussion 
by virtue of the fact that if any time we pick up our marbles and go 
home the whole thing can collapse. 

So I do not see how we can be injured with GATT because at any 
time we can go home and it seems to me that it is in line with our 
other relationships throughout the world to consult with the people 
that we are consulting with in so many other respects and that are 
really so vital to us in our defensive position. 

Mr. Stmpson. Yes, sir; but I still have the question in my mind, 
would the approval of this 5550 be interpreted as a congressional 
endorsement of GATT? 

I recall to your mind that when H. R. 1 was passed a year ago, we 
specifically wrote into that bill words to the effect that nothing there 
should be construed to be an endorsement or a disagreement with 
GATT. 

Now, keeping that in mind, I ask you a question whether in your 
judgment congressional approval of this bill, H. R. 5550, would 
properly be interpreted by the administration as an endorsement of 
GATT? 

Secretary Humpurey. I do not think I am qualified to make very 
much of a statement on that particular subject, but so far as I am 
concerned, I don’t see how it would. 

Mr. Simpson. We have a divergence of opinion so far in my State. 

Secretary Humpurey. I can see how that would be. I can’t see 
how approving this principally administrative operation would neces- 
sarily involve an approval of the other provision and I don’t see that 
it makes an awful lot of difference, because the United States ean 
always walk out of the other one anyway. We are not bound to stay. 

Mr. Simpson. We are not given to walking out of these things. 

Secretary Humpurey. Oh, no; this is not walking out with an 

Mr. Simpson. What we do is that if Congress does something which 
their countries say is in violation of the GATT, we authorize the other 
countries to suggest penalties. 

Secretary Humpurey. No, we can walk home and all they can do 
is take back the agreement that they made and we are right back 
where we started. 

Mr. Simpson. We say in the agreement we authorize GATT and 
we are authorizing OTC in this legislation here; we authorize them to 
in turn authorize another country which is injured allegedly because 
of something Congress does, to impose retalitatory or compensatory 
penalty. 

I cited one case this morning which did not involve a whole lot, but 
it did involve an item where Congress saw fit to protect cheese manu- 
facturing in the United States by putting on a quota to protect the 
dairy farmer. 
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GATT then authorized the Netherlands to refrain from buying, if 
they wanted to, some 13 or 14 thousand tons of wheat. Thus to help 
the dairy farmer the wheat farmer was penalized through GATT. 
And we did not drop out of GATT. 

But I do respectfully say that there is a way by which the other 
countries can outvote us and impose an obligation upon us under 
GATT if we, in exercising our sovereignty here, see fit to impose a 
quota to protect the American business. 

Secretary Humpurey. You see, if we stay in GATT, then, it works 
both ways. We work it to our advantage as well as our disadvantage. 

Mr. Smupson. We could pick up our marbles and go home. 

Secretary Humpurey. We can do that and also we can stay in and 
we can exercise the powers of the agreement to have other people 
open things for us. 

As Mr. Reed says, there are not many conspicuous examples of 
that yet, and vet there are beginning to be a few. 

There have been some particularly in Great Britain. Coal to the 
continent has increased substantially and there are some changes that 
are working in our favor. 

I will get right back to the specific Treasury business. You gentle- 
men have agreed to a customs simplification which we think is very 
helpful to simplifying the rules under which we have trade into this 
country. 

If we make our rules easy for those people to get into our country 
and we are in OTC, we have a pretty persuasive tool to use to demand 
that they make rules for us to get into their country on an equivalent 
basis. 

So this is not a one-way street. This is an opportunity, the same 
thing is true on some of these other things, on countervailing duties 
and other things. 

If we insist on certain things here we have a club to use or a persua- 
sive argument to use to have equivalent advantages elsewhere. 

If it gets too tough at any time, we can quit. That, to me, is the 
real answer to this thing. 

Mr. Stmpson. Mr. Secretary, | have yet to hear one single area in 
which there is not authority today to do that which H. R. 5550 would 
authorize. 

Secretary Humpurey. I think as to that, Mr. Simpson, that is a 
legal matter. 

Mr. Srmwupson. | know it is. 

Secretary Humpurey. I used to be, but I am no longer a lawyer. 
I can’t tell you that. And I never was an international lawyer. 

Mr. Siwpson. Am I correct when I say that there is the authority 
today, and if we do not pass this bill we are in exactly the same 
position as if we did pass it? 

Secretary Humpurey. Well, you are out of my field on that score. 
I don’t know. All I know is that they said this is proper for legisla- 
tion. You will have to get a lawyer on that one. 

Mr. Siwpson. Do you agree it is an important question? 

Secretary Humpurey. That is too much for me to answer. 

Mr. Simpson, Thank you. 

Mr. Mitts. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. Mr. Secretary, I believe the Treasury has a man on 
the Trade Agreements Committee and the Committee for Reciprocity 
Information, 
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Secretary Humpurey. Yes. 

Mr. Curtis. Who is that? 

Secretary Humpurey. Mr. George Willis. 

Mr. Curtis. He is not here, is he? 

Secretary Humpurey. He is in Europe. 

Mr. Curtis. The concern I have—I have been asking all the wit- 
nesses along this line—is the procedure set up in various departments 
whereby American industry, business, labor, farm, can present their 
complaints or observation or points of view on these matters? 

Of course, these two committees serve part of that purpose. 

The next question is this: Of course, those committees get a great 
deal of information, but another group of people become, to coin a 
phrase, I guess, the board of negotiators for GATT. Now, what do 
you as Secretary of the Treasury have to say about who shall be on 
that board of negotiators, or who shall make up this group that will 
actually go over and negotiate? 

Secretary Humpurey. Mr. Curtis, our particular relationship to 
this particular thing has to do mostly with those two things I men- 
tioned. It has very little to do with the other. 

The Treasury has a representative who is in the nature of an ob- 
server and a helper where it can come up in the other phase of the 
work, but our particular work here is in the two phases. 

Mr. Curtis. I was thiaking of the two phases. For example, 
supposing a business is complaining about some currency converti- 
bility set up in some foreign aation and he wants to be sure that that 
situation is called to the attention of those who will actually be in 
the negotiations. 

Now, I would think that we would normally come to the Treasury 
as the department that would know the most about that sort of thing. 
How does he channel his complaint on up? How can be be sure that 
someone who knows the subject is actually going to be sitting on this 
board of negotiators in GATT and get the thing done? 

Does Treasury itself have any machinery set up to follow through 
on that? 

Secretary Humpurey. To give you a couple of specific illustrations, 
let us say somebody has questioned currency matters. He would 
come to the Treasury with his complaint. Mr. Frank Southard here 
is our representative on the Monetary Fund. The Monetary Fund 
is very active in its relationships with the various countries as to their 
financial position and as to their currency positions and Mr. Southard 
will take this up in the Monetary Fund and follow it through, if 
need be, into negotiations that might be conducted through this 
organization. 

But it would follow through such channels. 

Mr. Curtis. That procedure has not been formalized, though, by 
executive order, has it? 

Secretary Humpurey. I don’t believe so. It just works, that is all. 
That is the way it works. 

Mr. Curtis. Now, the reason I ask that is that the Trade Agree- 
ments Committee and the Committee for Reciprocity Information, 
have been established by Executive order, but there seems to be at 
least a gap as far as the Executive order is concerned as to the admin- 
istrative procedure of getting the information over from these com- 
mittees to what I again choose to call a board of negotiators that go 
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to do the actual negotiations in GATT. It is pretty bard for me to 
put my finger on just what is the administrative setup there. 

I am trying to get any information I can on it. Let me leave it 
this way, if I may: You could have someone prepare a statement for 
the record on the techniques that are used and also whether or not 
in the judgment of the Treasury it might be well to formalize that, 
by Executive order? 

Secretary Humpnrey. Before you leave that, we will get you some 
little charts on specific illustrations illustrating how a currency matter 
might move or how a custom matter or countervailing duty matter 
might move and then if we can make a suggestion, we will do it. 

Mr. Curtis. Yes, that will be very helpful. 

(The information requested is as follows:) 


U.S. TREASURY DEPARTMENT PROCEDURE FOR HANDLING COMPLAINTS 
FROM U.S. FIRMS ABOUT CURRENCY OR CUSTOMS MATTERS 
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TREASURY DEPARTMENT PROCEDURE REGARDING COMPLAINTS FROM 
Unitep States Firms Asout TRADE OR CURRENCY MATTERS 


The Treasury Department’s main concern in the trade field is with balance of 
payments problems and customs matters. The Treasury is represented on the 
interdepartmental Trade Agreements Committee and the Committee for Reci- 
procity Information. The procedure for these committees is formalized by 
Executive Order 10082. 

The Treasury Department’s representative on the Trade Agreements Committee 
and the Committee for Reciprocity Information attends their meetings, keeps 
interested officials of the department currently informed, and consults with them 
before a d*partment position is taken. Broad policy decisions are cleared with the 
Secretary of the Treasury. 

Should a complaint be reecived by the Treasury Department from a domestic 
firm or individual with regard to the Trade Agreements program, or to foreign 
exchange difficulties, the complaint is handled by the Office of International 
Finance or by the Bureau of Customs or by the United States executive director 
on the International Monetary Fund, depending on whether the matter relates 
primarily to general trade and finance matters, customs matters, or currency 
problems. In some eases the complaint does not require negotiations with repre- 
sentatives of foreign movements. Decisions in these cases are reached either 
internally within the Treasury Department or after interdepartmental consulta- 
tion, sometimes through the National Advisory Council on International Mone- 
tary and financial problems. 

If the complaint involves negotiations with representatives of a foreign govern- 
ment, notice is given to the Department of State and other interested agencies and 
a decision is reached as to whether the matter should be.handled in bilateral dis- 
cussion with the foreign country in question or in the multilateral forums of the 
General Agreement on Tariffs and Trade or the International Monetary Fund. 


Mr. Curtis. Now, reversing the process, in GATT negotiations 
supposing a foreign country brought something up that has to do with 
some aspect of our customs or monetary matter, and suppose it 
actually became part of the agreement, these negotiators might have 
included it. 

I am not saying that it has happened; I don’t know that it has, if 
it were to it seems that GATT has the authority to move into those 
areas. Certainly as far as other countries are concerned it has 
done so. 

Secretary Humpurey. Of course, it could never interfere with any- 
thing that was provided by our laws. Any move that they made 
that in anyway was in conflict with our laws, we would just disregard. 
We would tell them so and that would be the end of it. 

Mr. Curtis. Mr. Secretary, this line of questioning comes about 
from the difference in language in the Trade Agreements Act as 
amended, of the powers that the Congress has delegated to the 
executive and the pewers that are set up in the preamble in GATT, 
where those powers, to point it up a bit, refer to “Tariffs and other 
barriers to trade,’ while our language refers to “existing duties or 
other import restrictions,’’ which is a much narrower jurisdictional 
area, and then other language much broader in GATT is “Trade and 
economic endeavor.” 

Again I say we just refer to trade agreements and ‘economic 
endeavor’ is not included. 

Of course, there are economic aspects that affect trade that would 
not come in under our rather limited definition. The position of the 
executive department seems to be that they do have authority to 
negotiate through GATT in these broad areas that GATT has assumed 
which would include things like currency convertibility and so forth. 

If your answer would be that, even if we did do that through our 
board of negotiators, we would then come back to our original author- 
ity granted and, therefore, it would be ineffective. 
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Secretary Humpnrey. That is right. It would come back here and 
frankly, as I see this whole business, if the end of negotiations is such 
that a result is accomplished that is either disadvantageous to us, 
certainly if it is illegal from our point of view, contravenes any law of 
ours, or if it is disadvantageous to us, we can say we will not have 
anything to do with it. 

Mr. Curtis. Mr. Secretary, H: R. 1, which was introduced actually 
had a preamble that did attempt to spell out in more detail the author- 
ity that was granted. 

Now, that particular provision passed the House, but when it went 
over to the Senate all that got knocked out. So we ended up with just 
this very limited language that we presently have and have had in 
the law for some time. 

Now, I presume, in fact I think the hearings reveal, that the admin- 
istration had no objection to a definition of the authorities that the 
executive received, but, on the other hand, apparently the executive 
department was not so interested that they would push the matter. 

Do you have any views on that particular subject of the spelling 
out of the authority that Congress has granted the executive to enter 
into these trade agreements under GATT? 

Secretary Humpurey. [| really haven’t, Mr. Curtis. That is a legal 
matter. I am going-on the broad general principle here that we are 
trving to encourage trade, we are trying to encourage cooperation 
with a group of other people, and we say “We will go along and we 
will cooperate with you; we will discuss things with you; we will get 
along with you as best we can, as long as it is mutually advantageous 
to us, and when it is not, then we will tell you, ‘No, thank you,’ 
and in 30 days or 60 days, whatever it is, it is over. 

Our position in the world is such, as I said a minute ago, that | 
think we have an unusual advantage in that it is so desirable for the 
rest of the world to have us continue in a relationship of discussion 
and mutual benefit that they want to keep us there and they don’t 
want us to get out. 

And I think we want to stay in a discussion area, not in a fixed posi- 
tion where we finally take outside-dictates. 

If there were irrevocable outside dictates involved here, I would not 
be here. 

Mr. Curtis. I think the question I am directing to you is probably 
a question I wanted to direct to the Secretary of State. It is in that 
wt area. So I thank you. 

Mr. Mitus. Are there any further questions? 

If not, Mr. Secretary, we again thank you for vour appearance. 

Secretary Humpurey. Thank you, Mr. Mills. 

Mr. Mitts. The next witness on the calendar is the Secretary of 
Labor, the Honorable James P. Mitchell. 


STATEMENT OF HON. JAMES P. MITCHELL, SECRETARY OF LABOR 


Mr. Mitus. Mr. Secretary, we are pleased to have you here. We 
appreciate your being here and we will hear you without interruption. 

Secretary Mircuety. Thank you, Mr. Chairman. 

Mr. Chairman and gentlemen, I appreciate the opportunity of 
coming here today to express my support of the President’s proposal 
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that the United States become a member of the proposed Organization 
for Trade Cooperation. 

I urge favorable consideration of H. R. 5550, which would carry 
aan a President’s proposal by authorizing him to accept membership 
in . 

The proposed OTC would be primarily a simple administrative or- 
ganization designed to facilitate the operation of the general agreement 
on tariffs and trade. It would give the nations which are members of 
GATT an organization to cosktlitiene their work between negotiating 
sessions and to facilitate their periodic trade negotiations. It would 
be expressly forbidden to amend GATT or to take action imposing 
new obligations on any member. 

I strongly support H. R. 5550 from the standpoint of good adminis- 
tration generally. I think it will provide a great improvement in the 
day-by-day administration of the reciprocal trade program. 

An ad hoc, uawieldy, informal series of meetings of 35 or more 
nations which are parties to an international agreement would be 
replaced by an administrative agency with identical membership 
which would carry on the agreement’s day-by-day administrative 
functions with the degree of consistency and continuity that only a 
permanent organization can provide. The organization should 
greatly facilitate the operation of GATT by making administrative 
arrangements for negotiations and meetings and by doing helpful 
preparatory work, such as collecting and analyzing information and 
statistical data on international trade and commercial policy. 

It is, of course, the direct and indirect effects which this proposed 
organization would have upon the American worker, and thus the 
American economy, which are my particular concern as Secretary of 
Labor. 

In general, the Department of Labor’s duty and responsibility is to 
foster, promote and develop the employment opportunities and welfare 
of the American worker and thus the welfare of the Nation as a whole. 
One of the Department’s important tasks is to be ever on the alert 
so that workers are not unreasonably subject to involuntary loss of 
their jobs for economic reasons. In the field of tariffs and interna- 
tional trade, proposals are therefore studied for their potential impact 
on employment opportunities and job displacement. The department 
is much concerned over any serious displacement that might be 
threatened by competition from imported goods. 

I believe the Congress has very wisely written into the various 
reciprocal trade bills devices which protect the American worker 
against such an eventuality. I want to assure the Committee that I 
believe there is nothing in the proposals for OTC in H. R. 5550 that 
would impede the ability of the United States to apply these present 
protective devices in the administration of the tariff and trade pro- 
gram. In fact, when it is necessary for the United States to take 
action to withdraw tariff concessions in order to protect domestic 
industries and their workers, as it has on a number of occasions when 
the escape clause has been invoked, the OTC can have positive value 
by providing a more effective forum for acquainting other nations 
with the basis of United States action. 

But our foreign trade program, and the Department of Labor’s 
role in it, involves more than protecting our domestic industries and 
workers against injurious import competition. Foreign trade has a 
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positive role to play in this Nation’s economy by providing an export 
market that gives a large segment of domestic industry and labor the 
business and jobs which not only maintain employment but also 
increase opportunities for jobs. About 7 percent of the labor force, a 
substantial group of more than 4 million workers, is engaged in the 
production of goods for export, the processing of imports, and in 
related services. 

There is no doubt that this group constitutes an important segment 
of our labor force and of the Nation’s business. Foreign trade pro- 
vides nearly as many jobs as do the automobile, textile, chemical, 
apparel, and basic iron and steel industries combined. In fact, as 
our economy continues to expand, and as our population continues 
to grow at a rate of almost 3 million persons every year, the job op- 
portunities involved in increased foreign trade will need to expand 
even further. As civilization becomes more complex, and the world 
more interdependent, our stake in increased opportunities for export 
will become greater and greater and the use by our industries of 
imported materials will continue to grow. 

A high level of world trade—of both export trade and the imports 
which are necessary to pay for these exports—is, thus, important for 
our national economic well-being. We cannot have such a high level 
of world trade, and of our own foreign trade job opportunities, if 
other friendly nations continue all sorts of trade restrictions or impose 
new ones. One of the major advantages of OTC would be to provide 
the machinery to assist us in the constant struggle to see that such 
restrictions are kept to a minimum by other countries. 

The importance of multilateral trade and OTC to American in- 


dustry and labor was stressed by the President in his current Economic 
Report to the Congress. 


Membership in the OTC— 
he said— 


would enlarge the advantages the United States already enjoys under the GATT. 


It has been stressed by the recently merged AFL-CIO, in a statement 
in support of OTC issued in February by the new organization’s Ex- 
ecutive Council. 

All of the advantages I have outlined are possible through the OTC 
without the sacrifice of a single prerogative guaranteed to us by the 
Constitution or legislated by the Congress. OTC simply provides the 
machinery to do things more quickly, better, and with greater prestige 
than under the present system. With our own economy and the 
economic welfare of American workers involved in international trade, 
we cannot afford to neglect this opportunity to promote our own in- 
terests, and at the same time to join with other nations in an organi- 
zation that will be of benefit to all. 

Mr. Chairman, that is the end of my prepared statement. 

. Miuius. Are there any questions? 
. JENKINS. Mr. Chairman. 
. Miuus. Mr. Jenkins, of Ohio, will inquire. 
JENKINS. I want to bring the attention of the committee again 
to a very important sentence here. On page 3, you say: 


About 7 percent of the labor force, a substantial group of more than 4 million 
workers, is engaged in the production. 
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Now, this is a big business, is it not? This foreign trade is a big 
business measured in workers, 4 million workers. You are sure you 
are right on that statement? 

Secretary MircHe.u. Yes, sir. 

Mr. Jenkins. That is all, Mr. Chairman. 

Mr. Miuts. Are there any further questions? 

Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Simpson. Mr. Secretary, I want to ask you a question that I 
have asked other members of the Cabinet. 

What is there in this proposal that we do not have authority to do 
now? 

Secretary MircHe.u. In the proposal for the establishment of the 
OTC? It seems to me, Mr. Simpson, that under GATT, which is an 
agreement which I tried to point out in my statement, you have the 
problem of trying to administer a multilateral agreement on an 
unwieldy informal basis. 

This proposal is one which has for its objective the establishment 
of an organization which will administer the affairs of GATT. 

Mr. Simpson. Do you say we cannot create such an organization 
without this act? 

Secretary MircHevu. Well, it seems to me, Mr. Simpson, that the 
whole history of United States participation in international organiza- 
tions is that the Congress should pass on United States official 
participation in an organization. 

Mr. Simpson. I mean the administration claimed to have the 
authority to createGATT. I assume you are not suggesting that if we 
defeat this, GATT fails. 

Secretary MircHe.u. I am suggesting, sir, that OTC is an organiza- 
tion. United States participation in GATT is on the basis of partici- 
pation in the development of international agreements. To me, there 
is a distinction. 

Mr. Simpson. What does it add up to, that if we do not approve 
this, GATT will fail? 

Secretary MircHe.y. It would seem to me that it would indicate 
to the rest of the world some doubt on the part of the United States 
as to the values of GATT. 

Mr. Simpson. Now that doubt, if I may respectfully suggest, that 
doubt is certainly here. It was set forth in law when H. R. 1 was 
extended a year ago. Doubt does exist. 

Congress has never passed upon it in its entirety alone and Con- 
gress, because it has not passed upon it, wrote into the law words to 
the effect that nothing in H. R. 1 is to be interpreted as favoring or 
being contrary to GATT. 

Secretary Mircue.u. That is right. 

Mr. Simpson. Now, I do not want to put words in your mouth, 
because I do want to be exceedingly fair. 

Therefore, I ask you the question: Do you interpret approval of 
5550 as an endorsement of GATT? 

Secretary MrrcuHeiyi. Not necessarily, sir. It would seem to me, 
however, that the approval of OTC by the Congress would strengthen 
the executive's ability in the negotiation of GATT. 

Mr. Simpson. That brings me right back in a circle. I ask you 
how would it give more power to the executive than he has today? 

Secretary Mircuevu. In the way that I tried to describe in my 
statement, sir, that instead of conducting business on an informal 
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unwieldy basis where 35 nations get together and discuss occasionally, 
there would be order in the process and the United States would 
have more opportunity to get its point of view expressed. 

Mr. Simpson. It is my contention that we have that authority 
today and no one has come forth and said we do not have it. That 
is what I am trying to find out, just where the authority which we 
now have to administer GATT, as it is being administered, cannot 
be expanded on the basis of present law to do what we are asked 
now to do here. 

Just what requires the passage of 5550? 

Secretary MitcHe.y. Well, I am not even an ex-lawyer. It is not 
in my field. Except this, Mr. Simpson: The establishment of such an 
organization and the membership of the United States in such an 
organization is primarily a matter for Congress, it seems to me. 

Mr. Mirus. Are there further questions? 

Mr. Mason. Yes, Mr. Chairman. 

Mr. Muuus. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. I would like to follow up that thought that Mr. 
Jenkins had when you pointed out the fact that you state that 4 
million American workers are occupied and engaged in the production 
of goods for export. 

Secretary Mircne.tu. And the handling and the processing of 
goods for import. 

Mr. Mason. Yes. Now, I want to know how many American 
workers are displaced, thrown out of jobs, as a result of imports that 
come in to pay for these exports that we send out and whether the 
balance is not against us rather than for us. 

Secretary Mircueity. Mr. Mason, I believe the balance is heavily 
weighted for us. It is difficult to estimate the number of people that 
are deprived of job opportunities or thrown out of work because of 
imports, but I believe it to be rather small. 

We will, if you so desire, try to get an estimate and it will be a very 
rough estimate, for you. 

Mr. Mason. I would like to have your rough estimate because in 
my opinion the balance is against us and not for us. 

I cite as a reason for that opinion these coal mines that are closed 
in West Virginia and Ohio, and the coal mines that are working half 
time because of the imports of oil, the pottery work of West Virginia 
and Ohio, the gas works and so forth, because of imports. 

I have had two sewing machine factories close in my own district 
that. used-to employ, one 800 men, and the other 700 other men. 
They are both closed now and have thrown those men out of work 
because of imports, and the imports that are provided for in these 
reciprocal trade agreements. 

So from the evidence that I have been able to see, the preponderance 
is against our workers and not in favor of our workers in the exe hange 
of our exports and imports. 

But I would like to have your figures showing that. 

Secretary Mitcue t. I think, sir, when we provide you with these 
very rough estimates as best as we can determine, you will discover 
that it is heavily weighted in favor of our exports. 

Mr. Mason. I shall be glad if that is so. 

(The information requested follows:) 
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SUPPLEMENTARY STATEMENT BY SECRETARY OF LABOR JAMES P. MITCHELL 
on H. R, 5550 


(Requested by Representative Mason of Illinois) 


In response to the question put by Representative Mason, the Department 
of Labor has endeavored to give some indications of the relative numbers of jobs 
attributable to foreizn trade and affected by the ‘‘displacement”’ effects of imports 
on domestic employment. Insofar as imports are concerned, only very rough 
judgments are possible; however, the subject has been examined from various 
anvles and there seems to be no question but that on balance the more than 4 
million jobs attributable to foreign trade substantially exceed any foreseeable 
displacement of domestic employment as a result of imports. 

It is estimated that a little under 1 million persons would be required to produce 
the equivalent, in value, of the increase in imports which has occurred between 
1947 and 1955. It would take about 2 million persons to turn out products 
equivalent, in value, to all 1955 United States imports, at our present level of 
national productivity. This calculation gives some idea of magnitude but it is, 
of course, academic because all imports do not cause displacement. A sub- 
stantial portion of our imports consists of commodities like coffee, crude rubber 
tin, tea, cocoa, bananas, silk, sisal, spices and other articles which are not produced 
in the United States; the increases since 1947 in these commodities account for 
more than a fourth of the overall increase. Many other commodities are likewise 
imported without causing displacement. 

It is apparent even from these basic figures of total imports that the number of 
jobs equivalent to imports is well below the more than 4 million jobs that we 
estimated were created by foreign trade, and therefore that the unemployment 
problems which might be attributed to imports are of a much lower magnitude 
than are the benefits derived from foreign trade. 

We can say this with confidence because it is obvious that all imports do not 
cause displacement—far from it. Displacement by imports, in the sense that 
those involved are unable to find other jobs, is the exception rather than the rule. 

This question can also be approached by analyzing unemployment. In Febru- 
ary 1956 a total of 2.9 million were unemployed. About 40 percent had been 
unemployed less than 5 weeks; three-fourths of these were persons who had 
been in jobs a month earlier. The rest were new entrants into the labor market 
who had not been seeking work in January. This short-term unemployment is 
found in any healthy, flexible economy, arising out of turnover, changing jobs, 
or job-seeking by new entrants into the labor market. 

Only about 640,000 in February 1956 had been unemployed 15 weeks or longer; 
more than 60 percent of these had previous to their unemployment held jobs in 
fields not closely affected by imports, e. g., in construction, retailing, wholesaling, 
transportation, communications, and banking. Only about 250,000 of those 
unemployed 15 weeks or more were attached to manufacturing, mining or agri- 
culture in their last jobs. It is among this group that one would find those per- 
sons displaced by imports who were unable readily to find other work. However 
the numbers in this group affected by imports would be a distinct minority be- 
cause much of this displacement is caused by domestic factors such as seasonal 
fluctuations, technological changes in products and processes, rizing productivity; 
regional shifts of industry, obsolescence of plants an building of new plants often 
in other locations, substitution of gas and oil for coal. 

Some further light can be thrown on the size of the displacement problem by 
analyzing those cases which have been investigated by the Tariff Commission as 
a result of applications for escape clause action, that is for modification or with- 
drawal of tariff conc~ssions because of alleged injury due to imports. These cases 
do not encompass all types of complaints or all cases of displacement, but in a 
field where facts are hard to establish, this source of information should not be 
overlooked. 

Between April 1948 and March 1, 1956, 62 applications for escape clause action 
had been acted upon by the Tariff Commission. In 19 cases the Commission 
found so little evidences of injury caused by imports that the complaint was either 
withdrawn or dismissed after only a preliminary investigation. In 25 cases, 
after making an investigation and holding hearings, the Commission decided 
against escape clause action. 

Eighteen reports, involving 17 commodities, were sent to the President in this 
period with recommendations for Presidential action. In 6 cases the President 
modified or suspended the tariff concession, and in one case ordered a resumption 
of stockpiling in order to assist the industry. 
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During the postwar period, 1947-54, the greatest employment involved in 
producing the 17 commodities, it is estimated from reports made by the Tariff 
Commission, was 80,400—taking the peak year for each commodity. At the 
lowest point for each, employment totaled about 56,700, a drop of 23,700.' Even 
this drop in employment cannot be attributed wholly to imports. Sometimes the 
year of lowest employment coincided with a year of domestic recession rather 
than with a k in imports. 

The President took remedial action in the 7 cases involving an employment 
decrease of 18,200—or about 80 percent of the decline in the 17 commodities. 

The drop in employment in these escape clause cases does not necessarily mean 
that these workers were dis ee some workers were shifted to work on other 
products in these firms; others obtained jobs elsewhere. We know that such 
changes occur whenever shifts in demands for products occur. We have no 
measure of displacement due to imports alone, but the figures already given show 
that it cannot be very large. Even if the numbers involved were several times 
those involved in these escape clause proceedings, the number would still be 
relatively small, and certainly but a small fraction of the more than 4 million 
whose jobs are attributable to foreign trade. 


Mr. Mason. Now, on your first page in the middle of the page, you 
state, and it is stated as if it is a very important thing, and I quote: 

It would be expressly forbidden to amend GATT or to take action imposing 
new obligations on any member. 

That says that this OTC that we are asked to set up could not amend 
GATT or could not impose new obligations to any member. And 
that is a positive statement, but this OTC, when it is set up, will 
consist of exactly the same 35 member nations that GATT consists of. 
It will be the same people exactly. 

So while they cannot do it sitting as OTC, all they have to do is go 
ya and set as GATT and then they can do exactly what they can 

0 now. 

So I do not think that statement there means anything at all. If 
these 35 people, representatives of thirty-five nations, cannot change 
GATT or amend it, cannot impose new obligations, sitting as OTC, 
there is nothing to stop them from changing it or amending it and even 
increasing obligations sitting as GATT. 

So that sentence, in my opinion, could just as well be left out of the 
statement entirely. 

That is all, Mr. Chairman. 

Mr. Mitts. Are there any further questions. 

Mr. Sapiak. Mr. Chairman? 

Mr. Mitts. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Saptak. Mr. Secretary, going back to page 4, which is close to 
the conclusion of your statement, I read this: 

OTC simply provides the machinery to do things more quickly, better, and with 
greater prestige than under the present system. 

Would you enlarge upon that just a little for me, please, sir? 

Secretary Mircueiy. Mr. Sadlak, as I understand it, O" PC i is an 
administrative agency to implement GATT. The words ‘ ‘quickly 
and better’ are obvious if you have a going, day-by-day organization, 
replacing what is now a cumbersome, unwieldy, ad hoc committee. 

As to the words “greater prestige’’, it seems to me it gives to the 
organization a whic for implementation of its affairs and it gives 
particularly to the United States an opportunity within the organ- 
ization to get its point of view more quickly registered and actions 
that the United States wishes to take more quickly done. 


1 These data are obtained by adding together the employment in the year of highest employment 
for each commodity, and the employment reported in the year of lowest employment for each commodity. 
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Mr. Sapuak. Mr. Secretary, following the witnesses we have heard 
yesterday and today, your fellow Cabinet members, there will, I am 
sure, come before us a long roster of witnesses who will come in opposi- 
tion and they will make out very good cases. 

I am perhaps going too far in the future, but I am sure you can 
boast rightfully that we presently have the largest number of employed 
people in the history of our Nation. I am sure you will go one step 
further from the indications that you have available to you, that there 
is nothing immediately before us which would in any way curtail that 
or cause a stoppage in that respect. 

However, howd there come a retrenchment or a little recession, 
there will be these people who will come in opposition now, they will 
then apply to the Congress and say, ‘‘Look, we are being put out of our 
jobs. We have had in the interim larger increases of imports from 
other countries which we have helped get back on their feet?” 

Will they then, rather than come to the Congress where they can 
now come to present their appeals, will they have to go to Geneva or 
go to some other place where OTC might be holding sheir hearings, or 
doing administrative work in order to get some help and relief? 

Secretary Mircue.u. [ should not think so because right now. under 
the escape clause, which, as I understand, is provided for in H. R. 1, 
where there is injury to a particular industry or particular group, the 
United States has the authority to invoke that escape clause and 
protect the workers who might be affected. 

I cannot visualize the workers of America having to go to OTC to 
get a remedy for an injury to them, to their employment, or business, 
either. 

Mr. Saptak. As I interpret the OTC, it will be somewhat of an 
overseer, an administrator. It will be essentially an administrator or 
overseer overseeing these agreements and I thought the witnesses 
mentioned that immediate relief can be obtained from the GATT 
provisions by going to the OTC. 

Secretary MircHeu. That is right, by the United States Govern- 
ment. 

The United States Government certainly, in making its case quickly 
to OTC, rather than waiting for the next meeting of this ad hoc com- 
mittee which might be a year off, can more effectively protect the 
interests of workers by the speedy operation that OTC provides. 

Mr. Sapuiak. You are convinced that the United States as one 
member of that 35-nation group 

Secretary Mircue.ty. And may I point out in the case invoking 
the escape clause we don’t have to wait at all. 

Mr. Sapuak. But should this difficulty which I foresee, and I com- 
pletely hope wrongly, should transpire and through the Congress we 
wanted to get some relief from the agreements which we have, if they 
were brought to the OTC they would then find some help and relief 
for us. 

Secretary Mrrcuett. I don’t get the import of your question, sir. 
I did not understand it. 

Mr. Saptax. If we were to have a recession and the industry work- 
ers primarily or the representatives of their unions, or industry, would 
come to us seeking relief, and they would think they would want relief 
from some of the agreements that we have, they could quickly have 
some relief given by the OTC because there we would have one vote 
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among 35 nations who would be very considerate of the situation 
which has developed back in the United States? 

Secretary MircuHe tt. I think it would be an entirely different 
method that the workers would use, or business would use, and that 
would be without reference to OTC. They would invoke the escape 
clause under H. R. 1 and the United States then is in a position to 
unilaterally, by invoking this escape clause, protect the industry of 
workers involved. 

Mr. Sapuiak. That is all, Mr. Chairman. Thank you. 

Mr. Mitts. Are there any further questions? 

Mr. Curtis. Yes. 

Mr. Mitus. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. Mr. Secretary, I have one question, first. Do you 
think that labor matters are within the scope of GATT’s juris- 
diction? 

Secretary Mircuexyi. I do not understand what you mean by 
labor matters. 

Mr. Curtis. Well, matters that affect labor like wage scales or 
wage conditions, child labor, almost, any matter, let us say, that the 
Federal Government or State government has regarded as proper 
subjects of labor legislation, and foreign governments. 

Secretary Mitcueiu. I would not so consider that to be within 
the purport of GATT. 

Mr. Curtis. Of course, it could be that a labor situation could 
become a barrier to trade, could it not? 

Secretary MitrcHe.u. In the case of a wide discrepancy in rates 
as between 

Mr. Curtis. And could be one which we determine sweat shop 
labor, or a form of child labor, for example. Let us take that, to use 
as an illustration. 

We may be able to follow the thought that way. Take the subject 
of child labor. We do have some international agreement on the 
employment of child labor, entirely apart from trade, do we not? 

Secretary MircHe.ty. You mean through the ILO? 

Mr. Curtis. Yes. 

Secretary MircHe.y. I am not sure what the agreements are on 
child labor. 

Mr. Curtis. That would be an illustration of a matter that might 
come in in a trade agreement. Suppose a certain country in a certain 
type industry was employing child labor and that could have been 
regarded as a barrier to trade, again presuming, now, do you think 
that that could become a subject under the jurisdiction of GATT, a 
subject of a trade agreement? 

Secretarv MircHe vy. I do not see how it could, sir. 

Mr. Curtis. You have answered the question. I wanted to be sure 
of your interpretation. 

Now, Mr. Secretary, when you testified last year before this com- 
mittee on H. R. 1, I asked you to supply for the record information 
concerning the techniques used in the Labor Department whereby 
labor groups and so forth were afforded an opportunity to present 
their views when they thought they might be affected by any agree- 
ment which would be entered in GATT. 

You very kindly supplied a letter to me which has been incorporated 
in the hearings. Of course, I was unable to ask questions about it at 
that time, but I would like to ask a couple questions now. 
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Number one: You state, of course, and rightfully so, that the Com- 
mittee for Reciprocity Information and also the Committee on Trade 
Agreements are two vehicles whereby the people can present their 
point of view. 

Who is it that serves on that Committee from the Labor Depart- 
ment? 

Secretary Mircueiyu. Mr. Arnow, who is sitting beside me now. 

Mr. Curtis. Is he an Assistant Secretary of Labor for International 
Affairs? 

Secretary MrrcHe.u. No, he is in that office. 

Mr. Curtis. He is in the office. The assistant does not serve on it? 

Secretary Mircuetu. That is right, sir. 

Mr. Curtis. I notice in your letter in response to what public 
notice the Secretary of Labor sends out, it says: 

The Department of Labor sends a copy of the notice of hearings and the 
complete commodity list, immediately upon its issuance to the President and 
Research Director of each legitimate international trade union. 

I was struck by the fact that you used the word “international trade 
union.”” Do you not send out notices to other unions? 

Secretary Mircnetu. Yes. Mr. Curtis, the question is do we send 
them to independent unions? 

Mr. Curtis. No, I really was not referring to that. We have had 
a lot of discussion on that. No, sir; I really was not directing the 
question to that. I was thinking of this: 

The problem of labor as it might be affected by a reduction of 
tariff or any other features of trade could concern just a local union 
or just a national union. I could not understand why you would 
send out notices just to legitimate international trade unions. 

Secretary Mircuenu. Perhaps it was a poor choice of words. We 
actually send the notice to every union that is listed in the directory of 
the Labor Department unions. 

Mr. Curtis. That would include some of the independents? 

Secretary Mircue.u. Yes. 

Mr. Curtis. Due to your supplementals? 

Secretary Mircue.u. Due to our latest publications. 

Mr. Curtis. Thank you. I am glad to know they are now in on 
that score. 

Secretary Mircuetu. If you will recall, sir, if I may, they have 
always been in. The question was listing the locals. 

Mr. Curtis. Yes, there was a question of that and then we also had 
that problem of supplemental lists. 

Secretary MircHety. Yes. 

Mr. Curtis. Now, this is the real key question, and I will ask you, 
Mr. Secretary, to supply for the record, if you would, a statement of 
what this situation is. 

Now, we have the Committee for Reciprocity Information and the 
trade agreements committee. However, a different group of men have 
become what I term for indentification the board or actual group that 
will do the negotiatiug under GATT. 

I am interested in knowing how these problems that come to you, 
come through the Labor Department, how that data and information 
is geared over to the people who actually are the negotiators. 

Now, I do not believe there is any executive order that establishes 
any procedure, nor is there apparently any executive that establishes 
how these boards of negotiators are to be selected. 
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I might ask you pointedly at this time: Do you have anything to 
do with the selection of any of these negotiators? 

Secretary Mircue... I select those representing the Labor Depart- 
ment. 

Mr. Curtis. Has that been formalized so that you are given a 
certain number? 

Secretary Mircuetu. It has not been formalized as to numbers, but 
certaimy I select those people that represent the Labor Department, 
not only in this field, but other fields. 

Mr. Curtis. Suppose sometime they did not ask you to appoint 
any Labor people. Is there any executive order that you could refer 
to which would say, wait a minute, are not the Labor people included 
in these negotiators? 

Secretary Mircuety. I never have had any difficulty. The Labor 
Department has been represented on everything that I think the 
Labor Department should be represented on. I do not know if there 
is such an executive order, but there is never any problem in getting 
Labor Department representation. 

Mr. Curtis. What I am concerned about, Mr. Secretary, is knowing 
what formalization there might be for such procedure. 

I am satisfied that it goes on. It is along that line that I would 
appreciate it if your Department would prepare a statement just how 
your point of view of various Labor groups is passed and becomes a 
part of it, and is not forgotten at the time negotiations are entered into. 

Secretary MircHe.u. We will be very glad to supply that. 

(The information to be furnished is as follows:) 


SUPPLEMENTARY STATEMENT 


By Secretary of labor James P. Mitchell 
on H. R. 5550 


(Requested by Representative Curtis, Missouri) 


During the course of the pene on March 2, 1956, Representative Curtis, 
a 


Missouri, asked the Secretary of Labor to supply additional information con- 
cerning the proeedures followed in the. Department of Labor in the process of 
negotiating a trade agreement. The basic procedures were set forth in a letter of 
January 25, 1955, from Secretary Mitchell to Congressman Curtis. The follow- 
ing additional information is supplied: 

Following Presidential decisions on the limits of the extent to which United 
States authority to reduce rates of duty, in negotiation, will be used, the nego- 
tiations themselves take place under the scrutiny of the interdepartmental Com- 
mittee on Trade Agreements, of which the Department of Labor is a mn ember. 
The actual negotiations are done by teams of representatives from the executive 
branch departments. These teams report freqvently to the Trade Agreements 
Committee during the course of the negotiations. During major multilateral 
negotiations, such as that currently in progress at Geneva, the Trade Agreements 
Committee moves to the site of the negotiations and its members are in constant 
touch with the progress of the separate negotiations. 

Throughout the course of the negotiations, attention of the committee centers 
on the matter of obtaining adequate reciprocity for the tariff concessions which 
are offered by the United States. A major consideration of the Labor Depart- 
ment during this stage of the proceedings is to ensure not only that reciprocity 
is in fact adequate in the interest of American export employment, but that, 
insofar as is practicable, concessions are obtained from other nations on com- 
modities produced in United States industries and areas which, because of special 
industry or area unemployment problems, are in need of additional job opportuni- 
ties. 

Should the Trade Agreements Committee not be satisfied with the initial offers 
of the ether negotiating countries, as is usually the case, the committee formally 
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indicates its dissatisfaction, and this action becomes the basis of the negotiating 
teams’ further negotiating position. Such review and expression of the Trade 
Agreement Committee’s judgment may occur several times during the course of 
negotiation with a single country. At the point at which the committee is satis- 
fied that adequate reciprocity has been- achieved, and that it would not be fruitful 
to press further for United States advantage, the negotiating team concludes 
negotiations and the Trade Agreements Committee makes a formal recommenda- 
tion to the President. Such review and recommendations are required by the 
terms of the Executive order under which the committee operates. Any agency, 
including the Department of Labor, which is not in agreement with the conclusion 
reached by the committee, and formally dissents from its recommendations, is 
required to file a formal statement of its views with the President. 

During the periods in which the Trade Agreements Committee is out of the 
country at the site of negotiations, the Department of Labor representative on 
the committee operates under specific i:.structions of the Department and is in 
constant communication with the Department concerning the matters before the 
committee. 


Mr. Curtis. Thank you. 

That is all, Mr. Chairman. 

Mr. Mitus. Are there any further questions? 

If not, Mr. Secretary, we thank you for your appearance and the 
information you have given the committee. 

This concludes the calendar for today. 

The committee is now adjourned until 10 a. m., Monday morning. 

(Thereupon, at 3:05 p. m., the committee was recessed, to reconvene 
at 10 a. m., Monday, March 5, 1956.) 
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MONDAY, MARCH 5, 1956 


HovusE or REPRESENTATIVES, 
CoMMITTEE ON Ways AnD MEANs, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills presiding. 

Mr. Mitts. The committee will come to order. 

This morning the committee will begin receiving testimony from 
public witnesses on H. R. 5550, authorizing the President to accept 
membership for the United States in the Organization for Trade 
Cooperation. 

On last Thursday and Friday the committee received testimony 
from Cabinet officers in support of this legislation. 

As stated in the press release issued on February 9, 1956, announcing 
these hearings, testimony will be limited to the subject of United 
States participation in the administrative organization, to be known 
as the Organization for Trade Cooperation, and will not be concerned 
with substantive tariff matters relating to tariff rates, quotas, and 
other tariff restrictions or reductions, nor on other matters pertaining 
to the provisions of our tariff laws not concerned with OTC. 

At the present time these hearings are scheduled to continue 
through March 16, during which time the committee will be receiving 
testimony from representatives of industry, agriculture, commerce, 
and labor. 

The first witness this morning is Mr. John C. Lynn, legislative 
director of the American Farm Bureau Federation. 

Mr. Lynn, although we know you quite favorably, will you please 
give your name and address and the purpose of your appearance, for 
the benefit of the record? 


STATEMENT OF JOHN C. LYNN, LEGISLATIVE DIRECTOR, AMERI- 
CAN FARM BUREAU FEDERATION; ACCOMPANIED BY GEORGE 
J. DIETZ, DIRECTOR, INTERNATIONAL AFFAIRS DEPARTMENT, 
AMERICAN FARM BUREAU FEDERATION 


Mr. Lynn. Thank you, Mr. Chairman. 

My name is John C. Lynn. I am legislative director for the Ameri- 
can Farm Bureau Federation with offices at 425 13th Street NW., 
Washington, D. C. 

I have with me this morning Mr. George J. Dietz, who is director of 
our International Affairs Department. 

Mr:Curtis. Mr. Chairman, might I say I am very happy to see 
Mr. Dietz here. He is a constituent of mine who has had long experi- 
ence in the State Department and in the international agriculture 
program. 
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Mr. Miuts. We are glad to have you, Mr. Dietz. 

Now, Mr. Lynn, you may proceed. 

Mr. Lynn. Mr. Chairman, with your permission, we only have 5 
pages of main testimony which I would just like to read, if I may. 

We appreciate the opportunity to present the views of the American 
Farm Bureau Federation to this committee with regard to H. R. 
5550, which authorizes membership for the United States in the 
Organization for Trade Cooperation. 

‘The American Farm Bureau Federation represents 1,623,222 farm 
families who, through their officially elected voting delegates, have 
formulated and adopted policies designed to achieve increased trade 
on a mutually advantageous basis. The views which we express here 
are based on these policies. Extracts from the 1956 policies per- 
taining directly to the subject of H. R. 5550 are quoted below: 


* * * In order to increase and continue the opportunity for customer nations to 
earn dollars with which to pay for United States products, we recommend that 
the United States use its leadership to bring about realistic trade agreements and 
trade arrangements among free nations to reduce trade barriers progressively and 
to expand mutually advantageous private trade. 

We support the principle embocied in the proposal for United States member- 
ship in the Organization for Trade Cooperation (OTC). We understand that this 
agency would have as its primary objective the expansion of international trade 
and that it would have no authority to impose on any member any new obligation 
which that member has not specifically agreed to undertake. We oppose the 
incorporation of the Organization for Trade Cooperation as a specialized agency 
of the United Nations. 


The foreign-trade policy, partially implemented through the recip- 
rocal trade agreements program, is a major national policy with 
important and far-reaching effects. Our national security can best be 
maintained with an increasing number of strong allies. In the long 
run, expanding the flow of goods and capital among nations may be 
more important to our security effort than giving primary emphasis to 
military expenditures. 

There are also important economic reasons for expanding inter- 
national trade. They are based primarily on the economic self- 
interest of the United States. The maintenance of a high standard 
of living in the United States is dependent to a large degree on a high 
level of imports and exports. 

There is no segment of our economy more dependent on export 
markets than agriculture. The American farmer requires export 
markets of at least $4 billion per year at present prices if we are to 
have an economically sound agriculture. Agriculture has the capac- 
ity to supply an even larger foreign demand. Our cotton, wheat, 
tobacco, soybeans, rice, fruits, meat products, and many others are 
among the most efficiently produced in the world. We are, there- 
fore, in a position to compete for a substantial share of the interna- 
markets than agriculture. The American farmer requires export 
tional markets. However, in 1953 our exports of farm products fell 
to approximately $2.8 billion, and they threatened to decline even 
further. After intensive efforts we were able to arrest the downward 
trend and to raise our exports to slightly over $3 billion in 1954 and 
again in 1955. Nevertheless, as we have indicated, the American 
farmer needs at least an additional $1 billion worth of export markets. 
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The American Farm Bureau Federation therefore vigorously sup- 
ported the Trade Agreements Extension Act of 1955, which is an 
important instrument toward gearing our foreign economic policies 
to our export needs. 

The reciprocal trade agreements program is an important aid to 
the entire American economy. It enables foreign buyers to earn 
dollar exchange by exporting products which they produce more 
efficiently, and use those dollars to buy products which the United 
States produces more efficiently. The trade is mutually beneficial. 
For example, many of our livestock farmers could produce their own 
fruits and vegetables, but it is more profitable for them to buy them 
and devote their resources to the production of what they produce most 
efficiently. This is the comparative advantage principle of trade, 
which must be the basis for mutually satisfactory international trade. 

Since the President has the authority in the Reciprocal Trade 
Agreements Act, which is designed to reduce trade barriers, we feel 
that there is now presented to the Congress a fundamental question: 
How can the reciprocal trade agreements program best be implemented 
in the best interest of the United States? 

Perhaps the question might even be phrased: How can we get the 
maximum effectiveness in obtaining trade concessions from foreign 
countries in return for the concessions that we make? 

The American Farm Bureau Federation believes that we can 
obtain more tariff concessions on our exports through participation 
in multilateral trade negotiations under the general agreements on 
tariff and trade than through bilateral trade arrangements. Since 
GATT has been in operation the United States has been able to obtain 
concessions which other countries would be unwilling to make except 
on a multilateral basis. 

The GATT has been an important instrument for getting other 
countries to reduce and remove their import quotas against United 
States agricultural exports. However, we are not satisfied with the 
progress that has been made in removing trade restrictions, par- 
ticularly as it applies to our agricultural exports in many of the 
countries which are parties to GATT. 

In Western Europe only Belgium, Switzerland, and the United 
Kingdom had any significant degree of liberalization in 1953. Today 
more than a dozen Western European countries have in varying de- 
grees freed imports from the United States. In addition to freeing 
imports completely, many countries are relaxing their licensing 
requirements with regard to imports from the United States. 

Without taking the time of the committee, you will note that we 
have to present to you a partial list in attachment I of the trade 
barriers by countries that have been relaxed under the General Agree- 
ment on Tariffs and Trade. 

Mr. Miuts. Would you like, Mr. Lynn, for that to appear in the 
record at this point? 

Mr. Lynn. Yes, sir. 

Mr. Mitts. Without objection, it will so appear. 

(The material referred to follows:) 


75018—56——-13 
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ATTACHMENT I 


TrapE BARRIERS RELAXED UNDER THE GENERAL AGREEMENT ON TARIFFS AND 
TRADE 
The United Kingdom 


The United Kingdom has gradually but steadily relaxed restrictions against 
imports from the dollar area. The liberalization percentage now stands at 56 
percent of total private dollar imports. Most of the state-traded commodities 
have been returned to private trade and many international commodity markets 
have been reopened. 


Germany 


Germany removed dollar restrictions from 2,000 items in February 1954 and 
from 1,800 more items in November 1954. A third step was taken in June 1955 
which raised Germany’s total liberalization percentage on dollar goods from 57 
to 68 percent. The liberalized list is too long to itemize but includes a number 
of agricultural products such as cotton and tobacco. It is hoped that many 
more agricultural products will be liberalized in the next German action to liber- 
alized dollar imports, which is expected within the next few months. 

France 

On January 1, 1956, France took its first step to liberalize imports from the 
United States. The liberalization percentage amounts to 11 percent of total 
dollar imports. The items freed include raw skins and hides and cotton waste. 
Italy 

Italy has removed restrictions on 24 percent of total dollar imports. 
Switzerland 

There is no discrimination against dollar area goods. There are no restrictions 
whatever against 98 percent of Switzerland’s imports of dollar goods. 

Sweden 

Sweden has liberalized 58 percent of its dollar imports. The freed commodities 

cover a wide range of items including many agricultural products. 


Denmark 


Denmark has steadily liberalized imports from the dollar area over the past 2 
vears, the latest action was taken in November 1955 which increased the liberal- 
ization percentage from 38 to 55 percent of total imports from the dollar area. 
Earlier measures freed such imports as raw tobacco, cotton and lumber. The 
recent action in November 1955 added such products as soybeans and oil cakes. 


Austria 


In July 1955 Austria removed restrictions on dollar goods on 65 customs items 
accounting for 8 percent of total private dollar imports. Agricultural items 
freed included hops, fats and oils for industrial purposes, natural fruit juices and 
certain canned fruits. 


Greece 

Greece has liberalized 99 percent of its dollar imports. Except for a limited 
number of specified luxury goods there are no quantitative restrictions on imports. 
Portugal 

Portugal took a major step toward liberalization of dollar imports in August 
1955 when it removed restrictions on 53 percent of its dollar imports. Covered 


by the action were such agricultural products as raw tobacco, wheat, gums, and 
resins, and certain types of canted foods. 


Treland 


The dollar liberalization percentage for Ireland totals 15 percent of imports 
from the United States and Canada. Imports have been freed of restriction in the 
ease of such products as rice, unmilled rye, meat meal, animal and vegetable oils 
and fats, raw hides and skins. 


Iceland 


Iceland has removed restictions on dollar imports of such items as cereals, flour, 
fruit juices, certainjoils and raw cotton. 
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Africa 

Union of South Africa.—Import restrictions are completely nondiscriminatory. 
The South African Government has been relaxing its quantitative import restric- 
tions and has expressed the desire to remove import controls in the not too distant 
future, depending upon its balance of payments position. 


The Far East 


Ceylon.—In keeping with the improvements in Ceylon’s balance of payments 
position, import restrictions have been relaxed and discriminatory restrictions 
have been reduced. Only 17 items are subject to discriminatory restrictions. 

India.—\mports from all sources are subject to license. Quotas for imports 
from the dollar area have been increased and importers have been given some 
limited opportunities to utilize a portion of their soft currency licenses for imports 
of dollar goods. 

New Zealand.—The extent of discrimination has been reduced over the past 
year through the liberal licensing of imports from the dollar area of essential plant 
and equipment and industrial raw materials and by increasing the number of 
items which can be imported from any source without a license. 

Pakistan.—In 1955, a new import licensing policy was adopted which provided 
for the maintenance of import licensing requirements but eliminated the distine- 
tion between dollar and nondollar sources of supply and relaxed the overall level 
of restrictions. 

Thailand.—In September 1955, import licensing requirements were eliminated 
for all but 23 items. Imports are prohibited for only a small list of products. 
While exchange licenses are still required, these controls are only used to prevent 
the flight of capital from Thailand and do not restrict the movement of goods. 


Mr. Lynn. We have listed a few concrete examples in which the 
reciprocal-trade-agreements program has helped the United States 
obtain concessions favoring United States agricultural products. 

Mr. Mitts. Without objection, that attachment will appear at 
this point in the record. 

(The material referred to follows:) 


ATTACHMENT II 
EXAMPLES OF CoNcEssIONS MapgE UnperR GATT 


UNITED STATES EXPORTS OF LARD 


With respect to exports of lard to Germany, the U. 8. Government made 
representations to the German Government in November 1953, that Germany’s 
financial position had improved to an extent which required, in accordance with 
her obligations under the General Agreement on Tariffs and Trade, that steps be 
taken to liberalize restrictions on imports from the dollar area. As a result, the 
German Government freed imports from the dollar area on some 2,000 tariff items, 
but indicated that imports of lard could not be freed because of the need to control 
lard imports in order to give effect to the German price support program for lard. 
However, a global quota was established which was nondiscriminatory as to source 
of supply. This resulted in the importation of larger quantities of United States 
lard. Since United States lard is of high quality and is highly competitive with 
lard from other sources, United States exports of lard to Germany increased from 
34.3 million pounds in 1953 to 49.6 million pounds in 1954. Further representa- 
tions in 1955 for the relaxation of restrictions on imports of United States agricul- 
tural products brought about an increase in the global quota for lard and United 
cane exports of lard to Germany rose to 68.7 million pounds in 1955, twice the 
1953 level. 

In 1955, exports of lard from the United States increased by almost 100 million 
pounds, from 465.4 million pounds in 1954 to 562.1 million pounds in 1955. 
According to the Department of Agriculture the outlook in 1956 for private sales 
of lard by United States exporters is good. 

Shipments of lard under the Public Law 480 program will be made this year in 
accordance with agreements signed to date with Yugoslovia, Austria and 
Brazil calling for the sale of 88.2 million, 15 million and 11 million pounds, 
respectively. 
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DISCRIMINATORY HAITIAN PRICE REGULATIONS AFFECTING UNITED STATES 
CIGARETTES 


A government tobacco monopoly in Haiti increased the retail price at which 
imported American cigarettes could be sold but did not increase the retail price 
at which domestically manufactured cigarettes could be sold, which resulted in 
discrimination against American cigarettes that might have decreased considerably 
the market for imported American cigarettes in that country. This Government 
through the American Embassy called attention to paragraphs 1 and 4 of article 
Ill of GATT. The discrimination has since been ended. 


CUBAN LUMBER TAX 


Cuba levied a 9-percent sales tax on imports of lumber and exempted domestic 
lumber from the tax. Attention was called by this Government through our 
Embassy to the first two paragraphs of article II], and as a result the tax was made 
nondiscriminatory by applying it also to domestic lumber. 


CUBAN IMPORT TAX 


Cuba proposed to levy an 8-percent tax on imported food products, with no tax 
on domestic products. Attention was called by this Government through our 


Embassy to the first two paragraphs of article III of GATT, and the proposal was 
never put into effect. 


UNITED KINGDOM TOBACCO MIXING REQUIREMENT 


In 1950-51, the United States was successful in securing modification of a 
British requirement that to the amount of 5 percent of the total oriental tobacco 
be mixed with Virginia tobacco. On the basis of the obligation in article III of 
the general agreement, the British agreed to permit again the manufacture of 
pure Virginia cigarettes. as desired by the United States tobacco industry. 


DOMINICAN IMPORT RESTRICTIONS 


The Dominican Republic banned the importation of ice-cream mix, which came 
principally from the United States. The American Kmbassy at the request of 
this Government discussed the matter with officials of that Government, pointing 
out that such a restriction was in contravention of article II of GATT. The 
restriction was promptly removed. 


BRAZILIAN COMPENSATORY CONCESSIONS 


In 1949 at Annecy the Government of Brazil negotiated compensatory con- 
cessions with the United States and the United Kingdom to replace other con- 
cessions that were withdrawn. The United States and the United Kingdom put 
their concessions into effect but the Brazilian Government did not. At the ninth 
sess on, after the United States had threatened to withdraw concessions, the 
Brazilian Government implemented the concessions negotiated in 1949 and agreed 
that importers could obtain a refund on duties collected after 1949 on the con- 
cession items including oats and flour. 


PROBLEM SOLVED THROUGH BILATERAL DISCUSSIONS IN GENEVA AT THE NINTH AND 
TENTH GATT SESSIONS 


A commitment was obtained from the Federal Republic of Germany that in 
early 1956 they would institute a system that would permit tanned leathers par- 
ticularly calf leathers produced in the United States to compete freely with other 
foreign leathers in the German market. In recent years Germany has allowed 
almost no such United States leather into German markets. 


Mr. Lynn. The period of monetary grant aids and easy exports has 
just about come to an end. The current world market for agri- 
cultural products is a tough, competitive one; it is now a buyer’s 
market. 

Knowing that this matter of increasing agricultural exports is 
very serious and must be based on quality production, competitively 
priced and vigorously merchandised, the voting delegates of the mem- 
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ber State Farm Bureaus at the convention in December 1955, adopted 
policy encouraging United States participation in OTC, believing that 
it would help expedite the removal of restrictions and discriminations 
against exports of United States agricultural commodities. 

It is our belief that the United States participation in OTC, which 
is designed to further remove trade barriers, if properly implemented, 
will be a real asset in the expansion of mutually advantageous trade. 
It is our hope that through the ‘mplementation of OTC it will put a 
spotlight on countries which, by use of various and sundry restrictions, 
have not been willing to liberalize trade. This will be particularly 
true with regard to those countries not associated with the Organiza- 
tion for European Economic Cooperation. 

According to official statistics, during the 8 years that GATT has 
been operative the United States has made some 4,000 tariff conces- 
sions. At the same time the United States has received, by virtue 
of the multilateral aspects of the reciprocal trade agreements program, 
benefits of some 55,000 tariff reductions from other participating 
countries. About 80 percent of the movement of goods in interna- 
tional trade is among the countries that are parties to GATT. In 
1951, for example, about two-thirds of the United States trade was 
with these countries. Trade in agricultural commodities is a sub- 
stantial part of this. With the current pressing need for exports of 
United States agricultural items, aggravated by existing surpluses, 
it is vital that we have a substantial share of this trade. 

One of the most important parts of GATT in our view is the general 
provisions. These are the rules governing commercial behavior. 
Tariff concession may mean very little if a country uses quantitative 
restrictions, for example, or state trade, internal taxes, et cetera in 
such a manner so as to drastically limit imports. 

The problem has been, and is, how to enforce the GATT prohibitions 
on this type of trade barrier. The general agreement contains organi- 
zational provisions which authorize the contracting parties to hear 
complaints that certain signatory nations are violating the agreement. 
They may investigate such complaints and try to effect an adjustment 
and, if necessary, to authorize injured parties to suspend concession 
to the country complained against. 

For GATT to be successful, these prohibitions against trade barriers 
must have meaning. Since the contracting parties meet only about 
every 2 years and since there is not a sufficient permanent staff of 
secretariat to handle needed administrative matters, OTC has been 
proposed. 

It is our view that OTC will simply provide a staff which will 
give meaning and application to the general agreement to which we 
have already agreed. We believe that OTC could make possible 
more rapid settlement of trade disputes. 

We envisage a very important function of OTC to be to conduct 
regular and > alin h investigations of the uses of quotas by countries 
claiming balance-of-payments problems. These quotas have been a 
significant factor in restricting United States exports, and many 
feel that some countries have used a balance-of-payments problem as 
a pretext to unjustly restrict dollar imports. 

We would like to emphasize here our opposition to the incorporation 
of the OTC as a specialized agency of the United Nations. We feel 
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strongly that OTC should concern itself with trade and not with 
politics. 

There are some countries in the world who consider only political 
reasons when determining trade. This is not the philosophy of 
America and it is not the type of philosophy which we would like to 
see governing OTC or the general agreement. OTC should remain a 
separate and independent nonpolitical organization devoted to the 
lifting of trade barriers and the promotion of international trade. 

We would support the OTC only as long as it remains this type of 
organization. 

We have enclosed, as attachment III, a list of countries which are 
signatory nations of GATT, and a brief description of the restrictions 
that they place on imports to their country. Our best information 
indicates that these restrictions have hampered exports of United 
States farm products. 

Mr. Mixus. Would you like attachment III to appear at this point 
in the record? 

Mr. Lynn. Yes, sir. 

Mr. Miuus. Without objection, it will appear. 

(The material referred to follows:) 


TRADE BARRIERS TO THE IMPORT OF AGRICULTURAL PRopDUCcTs ! 
Belgium 


In the summer of 1954 Belgium-Luxembourg and the Netherlands published a 
common list of commodities freed from quantitative controls when imported from 
the dollar area, including such agricultural products as cotton, tobacco, coarse 
grains, canned fruits, etc. For some products, not on the free list, licenses are 
nevertheless granted freely. It goes without saying that commodities which are 
subject to protective measures as mentioned above are also subject to quantitative 
restrictions if imported from the United States. 


Denmark 


Denmark has, for many years, exercised quantitative control over imports of 
United States farm products by way of foreign-exchange regulations and licensing. 
Fruits have been especially hard hit, because they have been considered luxuries. 
Recently cotton, tobacco, various seeds, raisins and some less important products 
have been freed from control. 


Finland 
All United States farm products are subject to quantitative control. 
France 


In contrast to imports from the French Union, which are mostly unrestricted, 
and imports from OEEC countries, which have been partly liberalized, imports 
from the dollar area are all rigidly controlled. The general policy is to make no 
dollars available through the Exchange Office for United States farm products 
other than cotton and tobacco. This policy excludes United States fruit and 
many other products, except for relatively small quantities imported through 
compensation arrangements. When a commodity is temporarily in short supply, 
authorization to import the necessary quantities from the United States will be 
made; but when the supply is sufficient, the imports are immediately stopped. 


West Germany 


Apart from cotton, tobacco and oilseeds, most agricultural products imported 
into Germany from the dollar area are subject to quantitative control. Such con- 
trol is not exercised over many imports from countries belonging to the Organiza- 
tion for European Economic Cooperation. Among the important farm products 
liberalized (but not liberalized for dollar imports) are citrus fruit, dried fruit and 
nuts, canned juices and concentrates. Moreover, Germany has bilateral trade 
agreements with a great number of countries, often stipulating import quotas for 
major agricultural products—an indication that the United States products are 
not receiving equal treatment. 


1 From official sources. 
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Greece 


No quantitative controls on agricultural imports from the United States, import 
licenses being automatically issued when deposit conditions met. Only excep- 
tion is grains, still largely state traded, but purchased principally from the United 
States. 

Italy 


Nearly all agricultural imports from the United States are subject to license, as 
are those from all except OEEC countries and their overseas territories; imports 
on private account of most commodities from the latter areas have been liberalized. 
In general, licenses for imports of United States agricultural products are granted 
only if the products are considered essential and are not available in Italy or from 
OEEC countries. The tendency is also to favor imports from countries with which 
Italy has bilateral clearing agreements. Italian imports of wheat, which are 
state controlled, are obtained insofar as possible from nondollar areas, in particu- 
lar Argentina and Russia. 


Netherlands 


In the summer of 1954 the Netherlands and Belgium published a common list of 
commodities which had been freed from quantitative controls when imported 
from the dollar area, including such agricultural products as cotton, tobacco, 
coarse grains, canned fruits, etc. It is claimed that the Netherlands now permit 
free imports of farm products from the dollar area to the same extent as from the 
OEEC area with the exception only of those United States products which enjoy 
an export subsidy. For some products not on the free list, license may neverthe- 
less be granted freely. 


Norway 


All United States farm products are subject to quantitative control in Norway. 
Import licenses are granted on the basis of essentiality of the particular import. 
Considered luxuries, fruits have been severely restricted, while most of the 
cotton and tobacco consumed in Norway is obtained in the United States. Price 
and quality as well as bilateral trade agreement commitments determine the 
extent to which grains will be purchased here. 

Sweden 

The commodities subject to price regulations and centralized imports (i. e 
breadgrains, meats, eggs, dairy products, fats, sugar and tobacco) are generally 
subject to control from whatever source imported. Other United States farm 
products are also subject to restrictions, unless specifically liberalized. Swedish 
dollar liberalization list of late 1954 included such important farm products as 
cotton, rice, dried and canned fruits, fruit juices, hides and skins. Tobacco, 
flaxseed, linseed oil and fresh fruits are on the so-called transit dollar list. In 
these commodities licenses are granted freely, when payment is made in transit 
dollars, available at a premium of about 3 percent. 


United Kingdom 


United States grain and cottonseed oil shipments to United Kingdom are not 
only subject to individual import licenses issued for specified periods, but also 
subject to indirect controls and certain exchange regulations. United States 
cotton is permitted entry under open general license. Fresh meat and dairy 
imports were decontrolled by the Ministry of Food in 1955, although United 
States butter, cheese and meat imports are restricted to special trade arrange- 
ments or issuance of individual licenses. Bacon and ham imports are to be 
controlled indefinitely. United States lard is subject to special import regulation. 
Most other agricultural commodities from the dollar area are still prohibited or 
subject to special allocations of dollar exchange varying greatly from year to 
year. 


Cuba 


Cuba has no exchange control and requires licenses for importation of agri- 
cultural products only for wheat and rice. Import quotas are issued to importers 
of wheat and flour to control the entry of the 202,000 metric tons assigned Cuba 
under the International Wheat Agreement. From time to time Cuba imposes 
restrictive measures to limit imports for a specified time. During the current 
year (1955-56) imports of broken rice were restricted; during a previous year 
imports of seed potatoes were limited. 
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Chile 


Most imports into Chile are subject to license by the National Foreign Trade 
Council (CONDECOR). Licenses are granted according to quotas fixed on the 
basis of the annual foreign exchange budget which is prepared by CONDECOR. 
Items which are not mentioned in any way in the foreign exchange budget or its 
supplementing regulations are prohibited importation. A tax of 15 pesos per 
United States dollar is assessed on the exchange cover authorized for the import 
license granted. 

The Government agency (INACO) has been the sole purchaser of wheat, beef, 
cotton and other items. 


Brazil 


Imports into Brazil, with few exceptions, require a prior import permit. The 
principal control of trade, however, is through exchange regulation. All com- 
modities except wheat, petroleum, and newsprint are divided into five categories 
according to essentiality to the economy. Exchange certificates are auctioned 
for each category, bids of 25, 30, 35, 40 and 100 cruzeiros to the dollar. Single 
auctions are held for exchange certificates covering imports from the United 
Kingdom, Germany, the Netherlands, and Belginm-Luxembourg which form an 
area of limited convertibility in their trade with Brazil. 

Wheat imports are made exclusively by the Government and exchange is made 
available outside the auction system. 


Dominican Republic 


Imports are subject to license, which is issued (without restriction except as 
stated below) upon arrival of imports. Exchange permit is not necessary, but 
all applications for foreign exchange require government approval, which is 
granted almost automatically for bona fide commercial transactions. 

Agricultutal commodities subject to quantitative restriction (rice imports 
prohibited unless for seed). 

There are no other quantitative restrictions on agricultural commodities. 


Hatti 
Imports into Haiti are not subject to a quota system. Licenses are not re- 


quired for imports of agricultural products, with the exception of tobacco prod- 
ucts. There is a state monopoly which handles all transactions in tobacco 
products. 


Nicaragua 

All imports into Nicaragua are subject to license for exchange control pur- 
poses only. 
Uruguay 

All merchandise imports into Uruguay, regardless of origin or type of exchange 
involved, are subject to exchange control. A prior import permit usually assures 
the importer of the foreign exchange needed to cover his purchase and is in effect 
a license. 
Principal agricultural commodities and import restrictions: 
The following farm products require import permits: 


Cotton Butter Potatoes 
Tobacco Potato seed 
Peru 
Import licenses are not required on agricultural products but there are dis- 
criminatory duties on the following farm products: 


Wheat Pears, fresh Canned vegetables 
Wheat flour Canned fruit Tobacco 
Barley malt Dried fruit 


Mr. Lynn. We feel that with an efficient staff, the Organization for 
Trade Cooperation could lend assistance in our efforts to expand export 
markets for farm products. We therefore support the principles em- 
bodied in H. R. 5550 with the exception outlined above. 

Mr. Miius. Mr. Lynn, does that complete your statement? 

Mr. Lynn. That completes my statement. 

Mr. Mitts. Are there any questions? 

Mr. Curtis of Missouri will inquire, Mr. Lynn. 
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Mr. Curtis. Mr. Lynn, of course OTC is primarily a procedural 
set-up, is it not? 

Mr. Lynn. That is right. 

Mr. Curtis. I myself am concerned with the procedures, and par- 
earn with the procedures whereby we enter into agreements in 

Has the Farm Bureau Federation experienced any difficulty in hav- 
ing its point of view or the point of view of the farm groups within its 
organization considered or getting adequate consideration through the 
Committee on Trade Agreements or the Committee on Reciprocity 
Information or in the actual negotiations of the trade agreements? 

Mr. Lynn. Congressman Curtis, as I stated earlier, we are not 
entirely satisfied with the operation of the general agreement. We do 
have an opportunity, and take advantage of the opportunity, to 
contact various interagency committees prior to their going to the 
meeting. 

We do feel that we have obtained some concessions that have 
benefited agriculture. At the same time there are many other con- 
cessions that we would like to see adopted. 

I do not know of any special case where we have sought some relief 
that we have not received. However, there might be. 

Mr. Curtis. As far as the exact Executive order, though, 10082, 
which establishes the Committee on Trade Agreements, and also 
establishes the Committee on Reciprocity Information, the functioning 
of that has been adequate as far as giving your group an opportunity 
to present your case 1s concerned? 

Mr. Lynn. I think that is right. 

Mr. Curtis. In other words, you feel that the procedures are ade- 
quate to enable you to present cases that you have in mind, and to be 
sure that they are given the proper consideration? 

Mr. Lynn. We have had that opportunity, and have taken ad- 
vantage of it on several occasions. 

Mr. Curtis. You do not have any recommendations as to how that 
procedure could be improved? Or are you satisfied with it? I am 
talking solely about procedure. 

Now naturally some of your ideas might not be adopted, of course. 
But the question is do you have adequate opportunity to present your 
case? 

Mr. Lynn. As far as I know, Congressman Curtis, we have ample 
opportunity. And I think that is true for all groups who are inter- 
ested in these negotiations. 

Mr. Curtis. Thank you. 

Mr. Mitts. Are there any further questions? 

Mr. Simpson of Pennsylvania will inquire, Mr. Lynn. 

Mr. Simpson. Mr. Lynn, if H. R. 5550 becomes law do you con- 
sider that an endorsement or approval of GATT? 

Mr. Lynn. The Congress has never officially approved GATT. I 
do not think it will be any more an endorsement of GATT than the 
extension of reciprocal trade agreements, which give the President 
rod to enter into these agreements, was an endorsement of 

ATT. 

Mr. Smmpson. In those particular agreements to which you refer, 
that is, those authorizing the extension of the reciprocal trade agree- 
ment-making authority, there is a specific statement to the effect 
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that nothing therein shall be taken as an endorsement of or a con- 
demnation of GATT. Do you take that same position with respect 
to this, or do you consider this an endorsement and approval of GATT? 

Mr. Lynn. Sir, we did not support this particular provision on the 
extension of reciprocal trade agreements act, and I do not see anything 
in this bill that would be taken as an endorsement of GATT. How- 
ever, if it were we would not object to such endorsement. 

Mr. Stmpson. Do you mean by that that legislatively you would 
be willing to endorse GATT? 

Mr. Lynn. We do not think that is necessary. But if it was we 
would not object to it. 

Mr. Stimpson. I have one other question. 

If you knew that there was sufficient authority to properly adminis- 
ter GATT without respect to this legislation would you still want this 
legislation? 

Mr. Lynn. Well, our whole thesis with regard to OTC is based on 
close observation, that there is need for staff just the same as the 
Ways and Means Committee needs a staff. 

Mr. Stimpson. No one denies, sir, that there is authority to have 
that staff today. I have been endeavoring to ascertain what addi- 
tional authority is in this bill which is not already claimed by the 
Government today. 

Mr. Lynn. I am not technically informed to say, but I think that 
perhaps there is authority to establish a staff. However, I am not 
sure of that. But our support of OTC is based on the thesis that we 
do need a staff, we do need somebody to look after this business of 
ours between the meetings of GATT, and we feel that this is an appro- 
priate thing. 

Mr. Simpson. Strange to say, that is my belief, too. But do we 
not now have the authority? The Government now claims it, and no 
one will tell us that they do not have it. Therefore, I can see no 
sense in passing this bill unless it is intended as an endorsement of 
GATT. And thus far no one will say that. 

Thank you very much, Mr. Lynn. 

Mr. Mitts. Are there any further questions? 

Mr. Mason of Illinois will inquire, Mr. Lynn. 

Mr. Mason. On page 3 of your statement you say: 

Since GATT has been in operation the United States has been able to obtain 


concessions which other countries would be unwilling to make except on a 
multilateral basis. 


And then on page 4 you state that: 


The United States has made some 4,000 tariff concessions. At the same time 
the United States has received, by virtue of the multilateral aspects of the 
Reciprocal Trade Agreements program, benefits of some 55,000 tariff reductions 
from other participating countries. 

Both of those statements are very, very strong statements. 55,000 
tariff reductions in place of the 4,000 tariff reductions that we have 
granted. And in almost every instance of a tariff reduction conceded 
by another country to us in exchange for our tariff reductions, that 
country has placed license restrictions, quota restrictions or some other 
restrictions to take the place of the tariff reduction. And, according 
to the best authorities we can find today, there are many more restric- 
tions to international trade today than there were 20 years ago when 
the reciprocal trade agreements were started. 
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Now how do you get around those facts? 

Mr. Lynn. First, Congressman Mason, these figures of 4,000 and 
55,000 are taken from the official statistics of the Government. 

We recognize, sir, that the reduction of tariffs is not the answer to 
trade problems because, as you correctly say, we know that some of 
the countries who have made tariff concessions have at the same time 
put on quantitative restrictions and used excuses that they did not 
have dollars. We have emphasized in our appearances before com- 
mittees, in the State Department, and in all of these negotiations that 
tariff concessions alone are not the answer to this problem. 

We have attempted to list in the appendixes, Mr. Mason, some 
examples of how many of these countries are still using restrictions 
other than tariffs. On attachment III, sir, we have listed here trade 
barriers to imports of agricultural products that are still in being. 

We are not happy with the situation. But when you look at the 
alternative of going from multilateral trade negotiations to bilateral 
trade negotiations with the tremendous stake that we in agriculture 
have in this problem, we feel that it is better to build on what we have 
and try to improve it. 

Mr. Mason. At the bottom of page 5 you say: 

Our best information indicates that these restrictions have hampered exports 
of United States farm products. 

And the indication is that you object to these restrictions because 
they hamper our exports of our farm products. But we, in turn, 
have placed quotas, very restrictive quotas, upon the imports of cer- 
tain farm products, and they are just really paying us off in our own 
coin; are they not? 

Mr. Lynn. To some extent that is true, sir. However, we strongly 
support section 22 of the Agricultural Adjustment Act, which pro- 
vides action when imports of an agriculture commodity threaten to 
interfere with a Government program. 

But I might add there, sir, that the continuation of the farm pro- 
gram as it has been continued in these postwar years—and we certainly 
should be making some adjustment—makes it even more necessary, 
we hope on a temporary basis, to do something that I do not think 
any of us like to do in the way of exports or restrictions on imports. 
However, we are hopeful that the Congress this year will take some 
action that will help us relieve ourselves of some of those agriculture 
problems. 

Mr. Mason. That is all, Mr. Chairman. Thank you. 

Mr. Mitts. Are there any further questions? 

Mr. Reep. Yes, sir. 

Mr. Miuts. Mr. Reed of New York will inquire. 

Mr. Reep. I am very sorry, sir, that I was delayed and could not 
get here earlier, but I will read your paper a little later. 

You were just speaking about quotas. I am for the protection of 
the farm interests in this country, and always have been. 

Regarding the agriculture tariffs and quotas imposed because of 
our surplus, we protect our people from import competition. We 
not only have tariffs but also impose absolute and inflexible import 
quotas under section 22 of the Agriculture Adjustment Act. The 
quota permits only 800,000 bushels of wheat to be imported annually. 
This is less than one-tenth of 1 percent of our wheat production. 
The quota on flour is even more restrictive. It permits 4 million 
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pounds per year of imports, and this is about one-fiftieth of 1 percent 
of our farm production. Cotton is another agriculture product which 
enjoys almost complete protection against competition. The quota 
on cotton allows imports of less than 1 percent of our domestic 
production. 

Other crops are protected by import quotas—peanuts and peanut 
oil, flaxseed and flaxseed oil, oats, rye, dairy products and flour. 

Now the thing that is disturbing me as we begin to negotiate with 
these other countries to get them to reduce their barriers, they can 
very well say just what I have pointed out here, “It is time now for 
you Americans to reduce your barriers on these things because we 
can raise wheat and we can raise cotton and we can raise flaxseed and 
we would like to have you reduce those barriers.’”’ And in the deal, 
if it happens to be of diplomatic advantage to this country—I do not 
mean financial or economic advantage, but in the regular dealings in 
diplomacy—the State Department can very easily say we will reduce 
these agriculture quotas to thus and so. 

There is danger of that because we are getting into a situation 
involving a treaty which is the law of theland. If the Congress begins 
to fuss around with segments of a treaty all of these countries are 
going to holler to high heaven, ‘“‘You would not break a treaty, would 
you?” 

So we will be in a fairly hot spot. Those are things I think ought 
to be considered by the farm organizations of the country. 

How do you feel about that? 

Mr. Lynn. Sir, I think it is accurate to say that the other countries 
have said and are saying some things about our restrictions under 
section 22. We have that thrown at us quite often. However, we 
have got to keep in mind that the United States is in a somewhat 
special position with regard to imports. Everybody is very hungry 
for dollars. 

Everything else being equal, it would not be as serious as it is now 
because of the desire for even denying, in some cases, themselves 
commodities to ship to the United States in order to secure dollar 
exchange. We would always be for the provision in section 22 of 
an escape clause in the Reciprocal Trade ipenineietn Act, which we 
think is a necessary protection; it is a necessary yardstick which Con- 
—_ should always be able to judge our reciprocal trade agreements 

roblem. 

. Mr. Reep. Personally I do not take any stock in this so-called 
shortage of dollars. We have sent $50 billion to foreign countries, 
and much of that has been used to rehabilitate their factories to enter 
into competition with us. Then they start out with high-speed 
machinery with a differential in wages in 1953 in the chemical industry 
of 26 cents as compared to an hourly wage of $1.83 for workers in 
the United States aeeaail industry. 

Our tariff is among the lowest of all the major countries in the 
world. It is 5 percent on the average. 

Mr. Mason. Would the gentleman yield there on the dollar ex- 
change? 

Mr. Reep. Yes. 

Mr. Mason. We had testimony from Secretary Dulles before our 
committee just 6 months that Europe has the greatest dollar 
balance it has ever had, a balance of more than $14 billion. 
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Mr. Resp. The gentleman will be interested to know, and I think I 
have repeated it here before as a matter of record, that there was 
testimony before the Randall Commission, of which I was a member, 
which conducted hearings in Paris, that the countries that we were 
aiding had billions of dollars in gold and in certificates in the New 
York banks. 

I only mention that because even the Randall Commission made a 
statement that we are not a high tariff country any more. 

I am only bringing these thi out here because I think the Con- 
gress has delegated powers to akes these rates. I think we ought to 
watch this situation. We are booming now, but let a depression come 
along and then, with factories going abroad for this cheap labor, which 
they are doing all the time, we would find ourselves with a great load 
of unemployment on our hands, and we will all be taxed to carry that 
load. 

Mr. Lynn. Mr. Reed, we are booming in the economy except for 
agriculture. 

Mr. Reep. Yes. 

Mr. Lynn. I am sorry to say that we are in a very depressed situa- 
tion. 

Mr. Reep. I understand that perfectly. I represent a farm section, 
although I do not think my farmers are as hard hit. 

This disturbs some of us. In August of 1953, Business Week re- 
ported that the Ford Motor Co. planned to import $20 million worth 
of tractors into the United States in 1954. They can make them 
more cheaply abroad. In fact, the testimony showed that they can 
make a Ford over there for $400 cheaper than they can make it in 
Detroit. The transportation costs from England to this country 
are almost nominal compared to just the transportation cost of a ton 
from western New York, which I represent, to New York City. So 
they have a tremendous advantage. 

For 20 years we were supposed to be breaking down foreign trade 
barriers. But here on December 11, 1954, the British quota for 1955 
would allow only 650 American-built cars to be imported. More- 
over, the importers would have to pay 33% percent or 22% percent 
duty, depending upon whether the cars were built in the United States 
or in Canada. That is the kind of a game we are up against. 

When we become one country among some 37 countries bound by 
a treaty, those are the things that are worrying me. My first inter- 
est is in my own country. And I have lived with this tariff proposi- 
tion about as long as anyone. In fact, there are only two members 
of the House that have been here any longer than [ have. And I 
have been a part of all the farm legislation that has been enacted 
since 1919. So I am really interested in seeing that we do not make 
any mistakes. 

Mr. Lynn. Sir, in appendix III on page 2 we give also an example 
there of restrictions the United Kingdom is using with regard to our 
agriculture exports. We do not see much reason for the United 
Kingdom continuing to have quotas and import licensing and so on 
with regard to some of these commodities that we mention. 

We agree with you that it is a serious thing and that we must 
negotiate it out. 

Mr. Reep. We have been talking about reducing these barriers 
now for 20 years under these trade agreements, and they are still 
there. Why haven’t they been susevedt 
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Take the case of bicycles, which I have mentioned before. The 
bicycle people in this country were not able to get bicycles into 
England in any quantity at all. Yet English bicycles are very popular 
and coming in here in great volume. 

So a complaint was made about the tariff imposed on our bicycles 
and England very graciously reduced the tariff and then imposed 
an import license so we could not get them in. 

I am just calling these things to your attention. Those are the 
things that are disturbing us. It is disturbing to find ourselves in 
this position. 

Mr. Lynn. Our primary reason for supporting OTC is to see if we 
can make more progress at a faster rate to solve some of these prob- 
lems that you so ably have outlined. 

Mr. Reep. If we take another 20 years and do not do any better 
than we have done our market will be wide open. 

That is all. 

Mr. Mitts. Are there any further questions? 

Mr. Lynn, on page 5 of your prepared statement I notice you make 
the statement that: 

We would like to emphasize here our opposition to the incorporation of the 
OTC as a specialized agency of the United Nations. And we feel strongly that 
OTC should concern itself with trade and not with politics. 

Does that statement result from a reading by you of the agreement 
on the Organization for Trade Cooperation? 

Mr. Lynn. Yes, sir. 

Mr. Mutts. Article 11? 

Mr. Lynn. That is correct. 

Mr. Mitts. Without objection, I think it would be appropriate for 
the record that we are now preparing in connection with these hearings 
to contain the Agreement on the Organization for Trade Cooperation 
and certain related documents. It is not too long. It would not 
be bulky for the record, and without objection, it will appear as an 
appendix to this hearing. 

Mr. Mitts. I notice that article 11 does perhaps contemplate that 
OTC might become a part or a specialized agency of the United Na- 
tions, provided the Assembly should so desire upon establishment of 
OTC. Is that your understanding of it? 

Mr. Lynn. That is my understanding. And we very much oppose 
that. I am sure the Assembly will want OTC, if they have an op- 
portunity to get the organization, as a specialized agency. 

Mr. Miuts. Mr. Lynn, maybe you can tell the committee how we 
might, in connection with H. R. 5550, exercise certain control so as to 
prevent OTC from becoming a specialized agency of UN. 

Mr. Lynn. In article 57 of the Charter of the United Nations it 
provides: 

Specialized agencies estaLlished by intergovernmental agreement and having 
wide international responsibilities as defined in their basic instruments in eco- 
nomics, social, cultural, educational, health and related fields shall be brought into 
relationship with the United Nations. 

I do not know what that means. Certainly in organizations such as 
OTC there should be some liaison, and some coordination. But we do 
not believe that this should be formalized in any way. The United 
Nations and some of its specialized agencies sometimes deal more in 
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political considerations than they do in broad economic principles that 
are involved in trade. 

Mr. Mitts. My question has to do with how we can, in connection 
with this bill, if the committee so desires, prevent OTC from becoming 
a specialized agency of the UN. 

Mr. Lynn. I believe it should go right into this bill—and this is 
just an idea—to say that we recognize the necessity for coordinating 
of these international agencies with the U. N., but this particular 
organization, OTC, should not become a specialized agency of the 
United Nations. 

I might add there, Mr. Mills, that there is no more reason why this 
should be a part of the United Nations than NATO should. 

Mr. Mitts. I am not disagreeing with the thought. I am merely 
trying to ascertain how we can do it. 

Would you make our membership in OTC contingent upon OTC 
not becoming a specialized agency of the U. N.? 

Mr. Lynn. We make that recommendation. 

Mr. Mitts. Then if we do join and if the Assembly of OTC should 
later decide to make OTC a part or a specialized agency of the U. N. 
would you provide in the bill, H. R. 5550, that that action alone would 
be sufficient to cause us to withdraw from OTC? 

Mr. Lynn. We could not make any other recommendation, Mr. 
Mills, under the policy of the American Farm Bureau Federation. 

Mr. Mitts. I am interested in your statement. I want to say that 
I agree with you completely that OTC should not become political, 
but that it should be concerned with implementation of trade relations, 
and that alone. 

Now I am interested in the reasons for your organization developing 
the point. 

Do you feel that other related or specialized agencies such as the 
Monetary Fund, the International Bank or agriculture organizations, 
some of which are specialized agencies of the U. N., have become 
political as a result of being connected with the U. N.? 

Mr. Lynn. That is exactly the reason for our position. 

If I might. give you an example, we are naturally very much inter- 
ested in FAO. FAO is one of the specialized agencies of the United 
Nations. As we stated before the House Foreign Affairs Committee 
last Thursday, we are disturbed in that efforts are being made—and 
unfortunately sanctioned by the United States—to centralize activi- 
ties of this specialized agency at the United Nations in New York. 
It is being done in a very indirect manner. I think we will look back 
5 years or 10 years from now and say “What happened to us in this 
interim?” 

As you know, the United States has a limitation on the amount of 
funds we appropriate for FAO. It is limited to $2 million. But afew 
years ago we got involved in the multilateral technical assistance pro- 
gram, the so-called expanded technical assistance program. 

We appropriate in the United States some $16 million annually for 
that specialized expanded technical assistance, of which FAO gets 
approximately $8 million. This happens to be about $2 million more 
than their regular budget. We see an effort being made now—and I 
think quite successfully—to centralize the allocation of these funds for 
expanded technical assistance in the United Nations headquarters in 
New York through what is called TAB, the Technical Assistance 
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Board. They, in addition to allocating the funds of which we con- 
tribute about 65 percent, also have personnel in the field who are 
screening projects that other governments are recommending, and are 
only sending to the Technical Assistance Board those projects which 
they feel are most needed for the country. We see in this, sir, a danger 
that our money—65 percent of this is our money—is being used for 
political considerations rather than technical assistance. And with 
this movement on we believe that the same thing in 3 or 4 years could 
happen to the OTC. 

Mr. Mitts. You would be interested, I presume, from your state- 
ment, in preventing overlapping by any specialized agency like— 
what is it—ECOSOC of U. N. and OTC? You would not want any 
overlapping? 

Mr. Lynn. That is correct. 

Mr. Mitts. You would permit some degree of correlation of effort. 

Mr. Lynn. That is correct. 

Mr. Mitts. But you would not go so far as to suggest that it be a 
specialized agency of the U. N.? 

Mr. Lynn. And no vote. 

Mr. Mitus. And no vote in the U. N. with respect to it? 

Mr. Lynn. No, sir. 

Mr. Mitts. In other words, you would have it stand on its own 
merits, on its own feet and serve the purpose that the Secretary of 
State and other Cabinet officers on Thursday and Friday of last week 
conceived that it would serve, the implementation of our trade 
relations? 

Mr. Lynn. That is correct, sir. 

Mr. Miuts. And keep it completely out of the field of the United 
Nations? 

Mr. Lynn. That is correct. 

Mr. Mitts. Except for correlation? 

Mr. Lynn. That is correct. 

We visualize if OTC is established that perhaps 2 people or 3 
people might be stationed at the United Nations headquarters for 
the purpose of correlation and coordination. 

Mr. Mutts. I think I understand your position and why. 

You base this position largely upon the experience that we have 
had with FAO? 

Mr. Lynn. And the expanded technical assistance program which 
cuts across the board of all specialized agencies. 

Mr. Miuus. I gather from what you have said that if FAO had 
been separate and distinct from the UN it probably would have 
functioned better? 

Mr. Lynn. Not separate and distinct, Congressman Mills. But 
we have suported FAO on the basis that it was a specialized agency, 
that the United States was allocating its portion of the funds to 
this specialized agency. We have confidence that the technical 
staff under the leadership of Dr. Carden could best know how to 
utilize funds for the greatest good. 

As we move forward in these programs we see continuous effort 
for the centralizers and one-worlders to want to have a super being 
somewhere to allocate everything. 

Mr. Miuus. You conceive of a possibility, if OTC is separate and 
distinct from UN, that UN itself might decide to establish some 
organization on trade which would be overlapping? 
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Mr. Lynn. It possibly could. I doubt if it would be done how- 
ever, if the United States took a vigorous stand against it. I would 
like to cross that bridge when we get to it. I believe we could 
successfully counter such a move. 

Mr. Miuus. Mr. Lynn, let me ask just one final question. 

It is very clear in my own mind, but, for the purposes of the record 
I would like to have it emphasized. 

Resolutions which are drawn at your national meeting of the Farm 
Bureau Federation reflect, do they not, similar resolutions drawn at 
the county level and State level by county meetings and State meetings 
of the Farm Bureau Federation? 

Mr. Lynn. Yes, sir. 

Mr. Miuus. They are not pulled out of the air at the national 
convention, but they are formulated in keeping with resolutions that 
are passed at county and State levels? 

Mr. Lynn. We had some 35 States, sir, deal not specifically with 
this subject but with the subject of centralization of authority in the 
United Nations. 

Mr. Mixis. You mean then that 35 State conventions of the 
Farm Bureau have adopted comparable resolutions to that which 
you read as a part of your statement? 

Mr. Lynn. That is right. 

I would not want to mislead you. They did not talk specifically 
about OTC, but they talked about the principle discussed here with 
regard to OTC. 

{r. Mruus. I understand. I have seen some county resolutions 
that incorporated the principle but did not use the exact language 
which -you have used as a part of your national legislative program. 

Are there further questions? 

Mr. Simpson will inquire. 

Mr. Simpson. I want to commend the acting chairman, Mr. Mills, 
and the witness for developing one of the nee that is of great 
importance in this legislation. I wish it were possible to have before 
the committee the early drafts of this agreement on the Organization 
for Trade Cooperation to see the extent to which the matter of 
possible eventual absorption by the United Nations of this OTC was 
not only a possibility but a desired goal. 

This all bears on the subject which I mentioned to you earlier, 
namely, the purposes of this bill before us. Why is it before us? 
What authority is there herein which is not already claimed to be in 
the hands of the executive branch of the Government today? 

I am inclined to believe that there are hidden powers in this bill 
before us, which would confirm claims already made by Government, 
or grant additional ones to them. I am inclined to think there are 
grants of power that are not known by some of the witnesses who have 
testified on this bill. And | think this is one. 

Thank you. 

Mr. Miuus. Mr. Lynn, on that point, Mr. Simpson has raised the 
question on several occasions as to why the necessity for this. | 
wonder if you could give us your expression, whether in your opinion 
the United States can become a member of a specialized agency or 
adjunct of the United Nations without specific congressional 
legislation. 

Mr. Lynn. I do not know for sure, sir. 

75018—56——14 
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Mr. Mitis. Do you know of any specialized agency of the UN of 
which we are a member that Congress has not specifically authorized 
United States membership? 

Mr. Lynn. I do not. 

Mr. Miuus. It may be that that answers the question raised by 
Mr. Simpson as to this legislation. I do know that there is a grave 
legal question whether the organizational features of GATT can be 
instituted and be made a part of that institution without congressional 
authority. There are lawyers contending that it can be done. But 
I very seriously question that the President could make us a part of a 
specialized agency of the UN without specific congressional authority. 

You may have raised the one point that makes this legislation 
necessary. 

Mr. Lynn. If the purpose of this legislation is to make the OTC a 
specialized agency of the United Nations we are opposed to that. 

Mr. Mituis. You would be opposed to OTC as a part of the United 
Nations? 

Mr. Lynn. That is correct, as a part of the United Nations. After 
all, there are some 73 or 74 countries that are a part of the United 
Nations. There are only 35 countries that are parties to the General 
Agreement on Tariffs and Trade. We are not for the Economic or 
Social Council or any other portion of the United Nations dictating 
to the United States as to what our trade policies should be. 

Mr. Miuts. Are there any further questions? 

If not, we thank you, Mr. Lynn, for your very fine presentation and 
all the information that you have given to the committee. 

Mr. Lynn. Thank you. 

Mr. Mitts. Our next witness is Mr. Karl D. Loos. 

Will you come forward? 

Although we know you well, will you please give your name and 
address and the purpose of your appearance before the committee? 


STATEMENT OF KARL D. LOOS, WASHINGTON, D. C., ON BEHALF 
OF THE CALIFORNIA ALMOND GROWERS EXCHANGE, THE 
CALIFORNIA WALNUT GROWERS ASSOCIATION, THE NORTH- 
WEST NUT GROWERS, THE OREGON FILBERT COMMISSION, 
AND THE SUNKIST GROWERS OF CALIFORNIA 


Mr. Loos. Mr. Chairman and gentlemen of the committee, I am 
Karl D. Loos of Washington, and I appear today on behalf of the 
California Almond Growers Exchange, the California Walnut Growers 
Association, the Northwest Nut Growers, the Oregon Filbert Com- 
mission, and the Sunkist Growers of California. 

Mr. Miuus. Mr. Loos, you are recognized to deliver your main 
statement without interruption. 

Mr. Loos. I do not have a prepared statement, Mr. Chairman, 
because before I decided what to say I was anxious to hear the testi- 
mony presented last week by the Secretary of Agriculture and other 
Cabinet officers. There was not time after that to prepare a written 
statement for submission to the committee. 

These organizations which I represent, first, the Oregon Filbert 
Commission is a State commission created by the Legislature of 
Oregon to handle problems dealing with filberts which are principally 
grown in that State. 
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The other organizations are all marketing organizations, and, as 
such, represent the producers and the distributors of most of the 
oranges, lemons, walnuts, almonds, and fiJburts grown in the western 
Pacific Coast States. 

We regret that we must differ with the Secretary of Agriculture on 
this bill. We want to say, however, that in differing with him we are 
not in any way critical of the manner in which he has conducted the 
Department and handled our problems and those of other agricultural 
commodities in foreign trade. We have no complaint as to the sympa- 
thies of the Department and particularly as to the Foreign Agriculture 
Service which, as presently organized, we think is doing a very fine 
service for American agriculture. 

But we do differ and seriously differ with the Secretary and the 
Department on the long-term outlook of a program of this character. 

We are interested, our commodities are interested in exports as well 
as in the protection of the domestic market. In connection with our 
interest in exports we are anxious, of course, to see trade barriers re- 
duced and eliminated, or even just partly reduced. But in all these 
years of attempts in that direction we are still faced with the situation 
which may be illustrated by the present export situation in oranges 
where there are times when our buyers in foreign lands must pay as 
much as 40 percent premium to obtain exchange to buy American- 
grown oranges. And while we are interested in the export market 
and the development of the export market, we are far more interested 
in maintaining a degree of protection of the domestic market which will 
permit these specia diy crops and their growers to survive against de- 
structive foreign competition, And it is for that reason that we differ 
with the Secretary of Agriculture and with the American Farm Bureau 
whose representative has just spoken to you. 

We believe that the proposal to join OTC combined with GATT aims 
at hastening of the lessening of the protection which we must have to 
survive against foreign competition in these specialty crops. 

All these crops about which I am speaking are now grown in surplus 
in this country. We have more than the Teateethe demand will take 
at a reasonable price, at a price far below parity. And in all of these 
commodities we have presently in effect and operation marketing 
agreements and orders, which is a method of regulating market supplies 
to conform them to market demands. And operation under that 
statute, the Marketing Agreements Act, is an operation which accords 
the commodity the privilege of protection and relief under section 22. 
I am sure your committee is very familiar with section 22, and I will 
not even pause to describe it. But that section 22 is an authority of 
great importance to these commodities about which I am talking today 
and to many other agriculture commodities which are similarly situated 
and which feel the brunt of foreign competition. 

Now if this proposal to join OTC were merely a proposal to set up 
an organization as it is described and as I think the Cabinet officers 
described it—they talked solely about OTC and they did not say 
anything about GATT except as they were questioned about it—if 
this were simply a proposal to set up an organization to supervise the 
reductions in tariffs that have been made under the multilateral trade 
agreement negotiations we would not be too concerned about it. Our 
concern comes when we combine OTC with the general agreement, 
part 2, which establishes a complete set of regulations of foreign trade. 
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There is a good deal of question about whether those regulations of 
foreign trade were authorized by the Trade Agreements Act. I am 
not going to go into that today. It would take too long. It has 
already been Seunndl before the committee, and I am sure the com- 
mittee is very familiar with that question. 

I understood the Secretary of State and the Secretary of Commerce 
last week to say that they believed that the Trade Agreements Act 
does authorize all of these provisions in part 2, the regulation of foreign 
commerce. However, there seemed to be some doubt in the minds 
of the executive department when GATT was put into operation in 
1947 because on October 30, 1947 when the general agreement was 
signed on behalf of the United States it was not signed under article 
26, which was a complete or definitive acceptance, as I think the 
language is used, but a protocol of provisional application was signed 
by the United States, which had in it, among other things, that part 2, 
the regulations of foreign trade, were to be effective and applied in 
the United States only to the extent not inconsistent with existing 
law. 

That doubt seems to have disappeared now, perhaps because of 
the fact that Congress has recognized or has known that GATT was 
in operation all this time, and while these caveats have been placed 
in the bills that have been passed by Congress, Congress has not dis- 
approved the general agreement. And so it may be that today the 
Administration is ready to sign under article 26. 

But, be that as it may, that is not the point I want to discuss partic- 
ularly this morning. 1 want to talk particularly about the waiver. 

First let me say and emphasize what I said a moment ago, that it is 
the combination of OTC and the general agreement, particularly part 
2 of the general agreement, the regulation of foreign trade, that gives 
us such serious concern over the enactment of this legislation. 

What does this combination mean? It means that OTC is set up 
as an organization with power and with money to operate, and then 
the same members who are representing the nations as members of 
OTC can as participants in the general agreement meet together and 
amend the general agreement in any way that they see fit because if 
the general agreement regulations in part 2 today are authorized by 
the Frade Agreements Act any change in those regulations, no matter 
how drastic, would be authorized by the Trade Agreements Act, and 
it will never have to come back to this Congress for ratification or 
approval. 

It seems to me that this situation that is proposed with OTC and 
GATT combined is just exactly the same kind of an abdication of 
congressional power that would exist if the Congress were to pass a 
statute that would give to the individual members of the Interstate 
Commerce Commission sitting as an assembly the power to amend the 
Interstate Commerce Act in any way they might choose without ever 
coming back to Congress for a discussion, approval or ratification of 
those amendments to the act. 

What you would be doing here with the OTC is not only setting 
up an organization but I cannot believe that you could possibly pass 
this bill without an implied approval of GATT. And I am sure that 
that argument will be made unless you put a specific disclaimer in 
this bill. And if you do that, then you have a situation where the 
OTC, the enforcing agency, sitting as an assembly of the participants 
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in the general agreement, can amend the genera! agreement, make 
their own rules with respect to the regulation of foreign trade over 
the whole gamut of foreign trade which parallels the statute which 
Congress has enacted to regulate foreign trade, and it becomes effec- 
tive upon the assent of the representative of the Executive—there is 
no congressional representative that has to assent—and Congress 
will never again have anything to say about the regulation of foreign 
trade unless it can pass an act over the veto of the Executive if there 
is a difference between the Executive and Congress. 

Let me give an illustration. It is just impossible to cover the whole 
field, it is such a big field. 

As I say, the provisions of the general agreement parallel the con- 
gressional statutes in the regulation of foreign trade. There is a pro- 
vision about antidumping and countervailing duties. There is a pro- 
vision about valuation. And the provisions of the general agreement 
today forbid the very thing that the American statute requires, namely, 
American valuation. There is a provision about marking require- 
ments, which is a very important matter, with respect to imports. 
There is a provision about balance of payments, nondiscriminatory 
administration of quantitative restrictions. There is that article XI 
which is in conflict with section 22, which refers to the elimination of 
quantitative restrictions. And that is the specific point I would like 
to make this morning because there has been a good deal said about 
this waiver that was granted by GATT within the past year, just 
about a year ago now. 

The Secretary of Agriculture mentioned that, the Secretary of State 
did, the Commerce Secretary did, as though that was something that 
gives us assurance for a long time to come that we could continue to 
administer and enforce a statute passed by Congress, but we could 
only do that as long as the general agreement participants assent to 
the effectiveness of the statute passed by Congress. 

I hope that the committee will examine that waiver very carefully. 
It is set forth at page 99 of this booklet that was printed for the com- 
mittee’s use, and it contains quite a number of recitals and terms and 
conditions. Among other things, it recites the fact that there is a 
reduction in the price support levels, and that the American Govern- 
ment is looking for other methods to control the surplus. 

It implies, although without stating it in the waiver itself—but in 
connection with the other actions which have been taken before and 
since, it looks as though the general agreement participants expect the 
United States Congress at an early date to repeal section 22. 

Mr. Jenxins. Mr. Chairman, the gentleman is making some very 
important statements here. In view of the fact that he does not have 
a prepared statement, I think he ought to amend his statement and 
have a chance to go over it and insert what he is talking about here. 
Put in an insert in your statement with reference to that. 

Mr. Loos. This waiver? 

Mr. Jenkins. Yes. If you want to do that you can get permission 
to do so. 

Mr. Loos. I will be glad to do that. 

Mr. Mitts. Without objection, it will be included. 

Mr. Loos. With your permission, I will do so. 

(The information to be furnished is as follows:) 
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PROVISIONS OF WAIVER 


(For copy of waiver see pages 99 to 102 of House document entitled ‘“The Agree- 
ment on the Organization for Trade Cooperation—H. R. 5550” printed for the 
use of the committee.) 

The waiver constitutes a determination (in which the United States has ac- 
quiesced by requesting and accepting such waiver) that certain actions required 
by section 22 ‘‘are not authorized by the agreement.” 

The waiver further contains recitals: “‘that, to help solve the problem of sur- 

luses of products for which section 22 import quotas are now in effect, the United 
States Government has taken positive steps aimed at reducing 1955 crop supplies 
by lowering support price levels or by imposing marketing quotas at minimum 
levels permitted by legislation; and that it is the intention of the United States 
Government to continue to seek a solution of the problem of surpluses of agri- 
cultural commodities.” 

In granting the waiver, the contracting parties included language condemning 
the efforts of the United States to protect its price support and other programs, 
That condemnation was expressed as follows: 

“The contracting parties * * * Declare further, in deciding as aforesaid, they 
regret that circumstances make it necessary for the United States to continue to 
apply import restrictions which, in certain cases, adversely affect the trade of a 
number of contracting parties, impair concessions granted by the United States 
and thus impede the attainment of the objectives of the general agreement.” 

The waiver also preserves the right of other nations to retaliate when the 
United States takes any action under section 22 which affects such a nation. The 
provision appears in the following language: 

“The contracting parties * * * Declare that this decision shall not preclude 
the right of affected contracting parties to have recourse to the appropriate pro- 
visions of article X XIII.” 

The proposed OTC will transfer the provisions of article X XIII of the general 
agreement in respect to such retaliation, to article 14 of OTC. Under such pro- 
posed article 14 the Organization for Trade Cooperation would decide the pro- 
priety and extent of any retaliation. This preservation of the right of retaliation 
is also referred to in paragraph 4 of the ‘‘conditions and procedures’’ of the waiver. 
That paragraph provides for notice of any pending decision by the President 
with respect to a protest or complaint of another nation and continues: 

‘“‘At the time of such notification the provisions of the general agreement are 
waived to the extent necessary to permit such restrictions to be applied under the 
general agreement, subject to the review herein provided and, as declared above, 
without prejudice to the right of the affected contracting parties to have recourse 
to the appropriate provisions of article X XIII.” 

The conditions and procedures call for a review of any section 22 action upon 
the request of any foreign nation a party to the general agreement. This review 
applies to any section 22 action, even though it may be an action for which a 
waiver of the obligation of the general agreement is not needed. In setting up 
the procedures and describing the character of the review, the waiver calls for 
consideration of practically all of the matters which the Tariff Commission is 
directed by section 22 to consider in its investigation and with respect to which 
the commission is to make conclusions and recommendations. 

Paragraph 3 of the conditions and procedures reads as follows: 

“The United States will give due consideration to any representations sub- 
mitted to it including: 

“‘(a) When investigating whether any existing import restriction should be mod- 
ified, terminated or extended, representations that a greater volume of imports 
than is permitted under the import restriction would not have the effects required 
to be corrected by section 22, including representations that the volume of imports 
that would have entered in the absence of governmental agricultural programmes 
would not have such effects. 

““(b) When investigating with respect to import restrictions on additional prod- 
ucts, representations with regard to— 

“(i) the effect of imports of any product upon any programme or operation 
undertaken by the United States Department of Agriculture or any agency 
under its direction, or upon the domestic production of any agricultural 
commodity or product thereof for which such a programme or operation is 
undertaken, including representations that the volume of imports which 
would have entered in the absence of governmental agricultural programmes 
will not have the effeets required to be corrected by section 22; 

(ii) the representative period to be used for the determination of any quota. 
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“‘(e) Representations by any contracting party that the portion of a total quota 
allotted or proposed to be allotted to it is inequitable because of circumstances that 
operated to reduce imports from that contracting party of the product concerned 
during the past representative period on which such import quota is based.’ 
[Emphasis supplied.] 

The waiver provides also for annual review by the contracting parties. This 
provision is in paragraph 6 of the conditions and procedures, which paragraph 
reads as follows: 

“6. The contracting parties will make an annual review of any action taken 
by the United States under this decision. For each such review the United 
States will furnish a report to the contracting parties showing any modification 
or removal of restrictions effected since the previous report, the restrictions in 
effect under section 22 and the reasons why such restrictions (regardless of whether 
covered by this waiver) continue to be applied and any steps it has taken with 
a view to a solution of the problem of surpluses of agricultural commodities.” 

Under the proposed OTC, this annual review would be undertaken by the new 
organization. Article 13 of OTC contains the provisions heretofore contained in 
article XXV of the general agreement and gives to the assembly of the new 
organization the authority to grant waivers. That authority however, is hedged 
by the qualification that it can be granted only ‘“‘in exceptional circumstances.’’ 
Favorable action upon a request for a waiver will require a two thirds majority of 
the votes cast which majority ‘‘shall comprise more than half of the Members.” 
The assembly is also authorized by such a vote to— 

(i) ‘“‘define certain categories of exceptional circumstances to which other 
voting requirements shall apply for the waiver of obligations imposed by the 
general agreement upon a contracting party thereto, and 

(ii) “prescribe such criteria as may be necessary for the application of 
this article.” 

While article 13 of OTC is similar to X XV of the general agreement, it should 
be anticipated that waivers will be more difficult to procure under article 13 of 
the OTC. Congress has never approved or ratified article X XV of the general 
agreement; on the contrary several statutes enacted by Congress have carried 
specific disclaimers with respect to the general agreement. With the specific 
ratification and approval of article 13 of the OTC by Congress, added strength 
and confidence will be given the new organization in its efforts to make a statute 
of the United States subservient to the requirements of the general agreement. 


Mr. Loos. I will not have time to read the provisions to which I am 
referring, but the waiver is a very, very long one. One of the most 
important parts of it is the provision for an annual review. And if 
this OTC bill is enacted and we become members of OTC where will 
this annual review be held? 

It will be held before the OTC. 

And section 13 of the OTC provides the machinery and the method 
by which this review shall be held. 

Mr. Mitts. Pardon me. 

You referred to section 13. Do you mean article 13? 

Mr. Loos. Article 13, yes, sir. Thank you, Mr. Mills. 

Article 13 of OTC, which is found on page 18 of this committee 
document, provides how that is to be done. 

One thing required is that there be a two-thirds vote of the assem- 
bly to authorize such an exception or such a waiver. 

Another significant provision starts out “In exceptional circum- 
stances” the assembly may waive, by a two-thirds vote, the ob- 
servance of certain provisions. 

Does that mean now that we have to show that marketing agreement 
order programs are exceptional circumstances, that price support 
programs which have been in effect in this country for the last 20 
years or more are exceptional circumstances? 

I say the provisions, the qualifications, of this article 13 could not 
possibly be met. And it is just by the grace of the willingness of 
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two-thirds of the assembly to overlook the language of the ITO that 
will permit this waiver to continue in effect. 

Now we might ask why was any waiver necessary in this instance. 

Section 22 contains as its last paragraph—and that also appears in 
this committee print, on the last page, page 104—paragraph (f), 
which reads: 

No trade agreement or other international agreement heretofore or hereafter 
entered into by the United States shall be applied in a manner inconsistent with 
the requirements of this section. 

That means that section 22 will prevail over the provisions of any 
trade agreement or any other international agreement. And, with 
that in the law as passed by Congress, why in the world was it neces- 
sary to have a waiver to permit the congressional statute to be enforced 
in accordance with its terms? 

The answer probably is that means the law prevailing at the time 
the general agreement was signed, which was October 1947. And 
this particular provision, paragraph (f), was passed in 1951, which 
was after that time. 

Well, that means—and the United States, by asking for this waiver 
and accepting it last, acquiesced in that position—that means that 
the position of GATT, of the general agreement of these nations, is 
that once an agreement is put into force regulating the foreign trade 
of the United States and other nations, Congress is powerless to 
change any provision of those regulations. That is what this waiver 
means. That is why they had to get a waiver to permit a congres- 
sional statute enacted by this Congress, and, in effect, to be 
enforced in accordance with its terms. That is what we are coming 
to. And I submit again the gentlemen of the Cabinet, the officers 
who have appeared before you, have emphasized over and over again 
“But we don’t have to do anything we don’t agree to.’ 

But who agrees to it? 

It is not the Congress. It is not this committee. It is the repre- 
sentative of the State Department that is appointed to be a member 
in the OTC. And I do not know of any provision in any statute that 
puts any limitation or condition on what that representative may do. 
So that even though the representative of the Executive may have the 
opportunity of saying yes or no to a change in the general agreement, 
Congress does not have any voice in such changes. 

This is simply an illustration. There are many other items in the 
general agreement of a similar kind, the marking requirements, the 
escape clause. They have an escape-clause provision which some 
people say is similar to that in the American statute, which I say is 
quite dissimilar. And even if it is similar, GATT, the agreement, can 
be amended at any time to make it very totally dissimilar. And yet 
we will be faced with the proposition that when the agreement is 
amended to make it different from the acts of Congress, that the acts 
of Congress mean nothing. 

Mr. Mitts. Mr. Loos, would it disturb you if I asked you a question 
at that point? 

Mr. Loos. No, sir. 

Mr. Mitts. I want to fully understand what you are saying. 


Is it your point that OTC might be more reluctant to grant a waiver 
than GATT? 
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Mr. Loos. I think so, Mr. Mills, because when GATT granted the 
waiver there was not anything stated as criteria for the granting of 
the waiver. It was simply a matter of getting an agreement from 
all of the participating countries. But now we have under OTC this 
article to which I referred, article 13, which does state the method by 
which it shall be done, and starts out with “In exceptional circum- 
stances.’”’ So I think that there will be a much stronger excuse for 
them to deny a waiver under article 13 of OTC than there was when it 
was presented to them as a matter of agreement that here the United 
States has this law on its statute books, Congress enacted it, it is in 
effect and we can’t do anything about it. 

Of course, for several years, as you will probably remember, the 
American representatives at these general agreement sessions prom- 
ised to get Congress to repeal that statute. But Congress did not repeal 
it, and so they finally got around to asking and getting this waiver. 

Mr. Mitts. I am interested in your thinking on that point because 
if OTC is to be established for the purpose, among other purposes, of 
eliminating the possibility of waivers which we have obtained under 
GATT and which we may in the future obtain, that would be a valid 
reason for opposing OTC. But I wonder why you feel that OTC 
would be more reluctant to grant a waiver than GATT has been. 

Mr. Loos. Because of the fact that the language of this article 13 
gives them a much better basis on which to say “We can’t grant the 
waiver’ and the fact that there is this organization effected will give 
them more courage. I think that is one of the vices of this thing. 
It will give the State Department and the free-traders who think 
that we should open up our doors and eliminate all protection of the 
American market, it will give them a great deal more courage to do 
more because they have a permanent organization, they have the 
opportunity to amend the general agreement in any way that they 
see fit and without any intervention by Congress. It will give more 
courage to do these things that they think are for the good of the world. 

Mr. Miuts. Then it is your thought that OTC is far more than 
merely administrative and quasi-judicial in relation to GATT itself 
or to other trade agreements? 

Mr. Loos. I would not say that it is more than administrative and 
qo I do not see how anything could be more because 
the administrative feature gives it the power of enforcement as well 
as supervision; the quasi-judicial feature gives it the power of con- 
struction and interpretation. 

Mr. Mitus. You are contending that we might well lose some of 
the advantages that we presently have under the terms of GATT? 

Mr. Loos. Yes, I feel sure that we will. 

Mr. Miuts. That would come through the administration and quasi- 
judicial responsibilities? 

Mr. Loos. Yes. That is the way I feel about it. And I feel 
that the interpretations are bound to be against us because we have 
only 1 vote out of 35. There is only one other country in the world 
today that is situated similarly to what we are with respect to finances, 
balance of payments and so forth, and that is Switzerland. And 
Switzerland refuses to become a member of the general agreement. 

Mr. Mituis. How many votes are there in GATT? 

Mr. Loos. 35. 
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Mr. Mitts. How many votes does the United States have? 

Mr. Loos. We have 1 out of 35. That is not any different, that is 
true. I am saying that with only 1 out of 35, and all of the other 35 
countries in a situation adverse to the United States with respect to 
the conditions of balance of payments and things of that sort, their 
interests are bound to be on one side, and ours on the other. That is 
why it is going to be so difficult getting these waivers. 

Mr. Mitts. There is the same relationship under GATT? 

Mr. Loos. Yes, there is, there is the same relationship under GATT. 
But I do not believe that GATT has been put into effect with suffi- 
cient authority to prevent Congress from asserting its authority in 
passing statutes in contravention to GATT as the situation now 
exists. But once you adopt OTC I think the congressional power 
has been abdicated. I do not think Congress will be able to do it 
unless they can pass a bill over the President’s veto. 

Mr. Miuus. Mr. Loos, I understand your argument, but I am at a 
loss to follow your reasoning that OTC might take action that would 
of necessity force us out of OTC, as you say it would, when you also 
say GATT itself would not force us out. 

Mr. Loos. Well, Mr. Mills, I do not believe that OTC would take 
action that would force us out of GATT. But I think they would 
go right to the limit. And I think that if it came to a question of a 
destruction of some small American crop, some small American 
agricultural industry, or getting out of GATT, that the American 
industry would be sacrificed rather than our getting out of GATT. 

Mr. Mitts. If OTC denied us those things that we have in GATT 
for purposes of protection today I think you would admit that we 
would not be in OTC much longer. 

Mr. Loos. If they denied everything I would agree with you, Mr. 
Mills. But the question will not come up on an overall basis. The 
question will come up with respect to one specific item. Take almonds. 
Suppose the question should come up: Is there justification for impo- 
sition of a tariff quota on almonds? And we have had tariff quotas 
on almonds. They have been put into effect. Suppose we make the 
showing that the industry needs that kind of relief to enable the mar- 
keting order program to be effective. And suppose OTC says “No, 
we don’t agree with you. You can get along without that quota.” 

When it came up on that basis I do not think that the United States 
would resign from OTC simply because there was a vote against it on 
this one little crop of almonds. That is where I think is the serious 
defect and serious trouble that we face is, by going into this proposition. 

Mr. Mitts. Mr. Loos, I hope you will pardon me. I have violated 
the rule, but I did want to ask you that. 

Mr. Loos. That is all right. I am already overextended on my 
time. I will be glad to answer any questions if I can. 

Mr. Srupson. Would you object to questioning now? 

Mr. Loos. No, sir. 

Mr. Miutus. Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Mr. Loos, first, when we pass a law here in Congress 
which is contrary to GATT our law controls and is the law of the land. 
It then becomes a matter which may or may not require our with- 
drawal from GATT. Such action would depend upon the countries 
of GATT. If they give us a waiver, we remain; if they refuse, we 
either repeal our new law or get out. 
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But note—they don’t give us the waiver simply out of the goodness 
of their hearts. We must pay for it! They do it in accordance with 
the GATT agreement. There is a price to be paid. 

Mr. Loos. There is; that is true. 

Mr. Stmpson. There is a price required in order to remain in GATT. 
We pay that price. The price is the authority granted to countries 
with which we trade which complain we violated GATT. It is the 
authority given by GATT to another country to restrict, for example, 
the importation into that country of some product from the United 
States. 

Now I think—and the hearings are bringing this out—that, as 
GATT may be amended to include new things in the agreement, we 
must anticipate them in OTC, which will administer GATT. What 
new powers and conditions may be inserted in GATT? I know there 
are many powers sought by GATT, not now in the general agree- 
ments. I know, too, that if we undertake to protect, for example, 
the almond growers of the United States, and we pass this bill ap- 
proving OTC, then OTC in interpreting GATT, will hold with GATT’s 
escape clause provision and not our own. This could mean the elimi- 
nation of the almond growing industry in the United States. 

And I think that is amply covered. They would then argue, 
well, we endorsed it here today. 

Do you disagree with my thinking along that line? 

Mr. Loos. I am in full agreement with what you say, Mr. Simpson, 
with the exception of the first part of your remarks, in which you 
assume that if Congress passed a law that is in conflict with GATT 
that the United States statute will prevail. While there may be 
some question whether a general agreement is a treaty under the 
Constitution, I think there is a fair chance that that would be re- 
solved in favor of the proposition that it is equivalent to a treaty. 

Mr. Simpson. Do you think that if we passed an act here in Con- 
gress which is in disagreement with GATT and a waiver was denied 
us by GATT, do you think or are you suggesting that the GATT 
would supersede the act? 

Mr. Loos. The Constitution says, in article 6, that the laws passed 
by the Congress pursuant to the Constitution, and treaties, shall be 
the supreme law of the land. They are on an equal basis. And 
where there is a conflict it has been held that the last in point of 
time prevails. 

Mr. Stmpson. Do you reason from that that our action on this bill 
would be construed as an endorsement of all that has gone before? 

Mr. Loos. Yes, sir, I do. Of course, if Congress passed a statute 
later, then it would prevail. 

Mr. Stmpson. How would you answer this question: keeping in 
mind what we have done in the extension acts of reciprocal trade, 
the words to the effect that nothing therein was an approval or disap- 
proval of GATT, would you think in order to protect ourselves with 
respect to this action contemplated in this bill that it would require 
more than a mere disclaimer to avoid the statement that we were 
hereby in accordance with GATT? 

Mr. Loos. No. I believe a disclaimer such as you suggest would 
be sufficient to avoid the argument that by passing this statute Con- 
gress had approved the provisions of part 2 of GATT. But I believe 
that it would still be argued that to the extent the general agreement 
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authorizes these provisions you have previously authorized your dis- 
claimer would not be affected as to that. 

Mr. Stmpson. I inquired last week as to what authorities there are 
in this bill, H. R. 5550, which are not now held by the Government, 
and no one has volunteered to state any new authority or any need 
for new authority. 

I would like to pursue that. The last witness discussed that with 
Mr. Mills, in that one area which is vitally important. 

Mr. Loos. The only thing I have been able to think of as the reason 
for the Administration presenting this request for congressional action, 
where they have not asked for congressional action with respect to the 
general agreement, is first the doubt as to whether there could be the 
joining of a special organization such as has already been discussed, 
and, second, the need for authority for appropriations. Money has 
been found for the general agreement in other funds and other appro- 
priations, but there is no direct authority for appropriations to sup- 
port the general agreement. And this OTC will give that authority. 
I think that is one of the purposes. 

Mr. Stmpson. Do you mean that, recognizing that GATT must be 
administered and that it is contemplated that it will be administered, 
there may be some question whether there is enough money available 
to administer GATT even along the way it is being done now? 

Mr. Loos. Yes. And the bill that is before you does give specific 
appropriation authority, which is not in the statute now. 

Mr. Stmpson. Are you saying, in effect, that if Congress were to 
authorize more money for GATT without this OTC that they could 
then proceed to administer GATT very much the same as they 
would under H. R. 5550? 

Mr. Loos. I am not sure that I follow you. 

Mr. Simpson. If they had the money, if they had the authorization 
to get more money, could they administer GATT the same as they 
can administer it under 5550? That is putting it backward. 

Mr. Loos. I do not believe it would be as efficiently administered. 
I think the OTC does improve the efficiency of administration and 
enforcement. Of course, that is one of the things we object to because 
it improves the speed with which our market is likely to be taken 
away from us. 

Mr. Simpson. Yes. But you believe they have that authority today 
to administer GATT just exactly as efficiently as under this bill? 

Mr. Loos. Possibly so. I would not want to express any opinion. 

Mr. Simpson. I have asked them to tell me what new authority 
this gives them and how they could administer GATT better under 
this than under the law as it is today, and no one tells me. 

Mr. Loos. Well, I think there was some discussion with a witness 
the other day as to whether Congress set up an organization. Now it 
would be perhaps an implied authority. But that is a point I have not 
studied sufficiently to try to express an opinion on. 

Mr. Stwpson. Thank you, sir. 

Mr. Muuts. Mr. Loos, perhaps you had better’complete your 
statement, and then we will question. 

Mr. Loos. I think that in what I have already said and in answer 
to the questions, I have probably said as much as I should. And I 


have imposed, I think, on more time perhaps than I should this 
morning. 
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Mr. Mriuts. Mr. Loos, Mr. Eberharter of Pennsylvania will inquire. 

Mr. Exsernarter. Mr. Loos, are you a supporter of the trade 
agreements program? 

Mr. Loos. In general, yes. We have opposed reductions in duties 
that affect commodities that are grown in this country in adequate 
volume to meet domestic demand. We think the trade agreements 
program has gone too far in its reduction in duties. But as a general 
proposition as to agreements between nations to reduce duties and 
to increase the flow of commerce between them, we support that. 
And there have been items in the trade agreements in the past where 
we have supported making reductions in our duties. 

Mr. EserHarter. I was under the impression that you had ap- 
peared before this committee on 1 or 2 occasions and expressed 
opposition to the extension of Reciprocal Trade Agreements Act. 

Mr. Loos. No, we have never opposed extension of the act. We 
have suggested amendments that we think would improve the pro- 
tection of American industry. But we have never opposed the ex- 
tension of the Act. At least I have never taken that position before 
any committee. 

Mr. Esernarter. What about remedies? What remedies have 
you proposed? 

Mr. Loos. On H. R. 1 we appeared before this committee and 
recommended strengthening of the escape clause, and recommended 
taking out that language that gave additional authority that was not 
in the prior provisions of the Trade Agreements Act, and perhaps we 
made other suggestions. But we have never asked that the Trade 
Agreements Act be defeated. That is at least I never have. 

r. EBERHARTER. Thank you. 

Mr. Mruts. Are there any further questions? 

Mr. Mason of Illinois will inquire. 

Mr. Mason. Mr. Loos, on previous occasions when you have 
testified before this committee on other matters I have found myself 
in complete disagreement with you. 

Mr. Loos. I so recall. 

Mr. Mason. But on this matter I find myself in absolutely com- 
plete agreement with you. 

I have here this pamphlet on the agreement on the Organization for 
Trade Cooperation, H. R. 5550, and on page 18 I am intrigued with 
that waiver business. You touched upon that in your general state- 
ment, and I want to read the last half of that first paragraph: 

The assembly may also by such a vote (i) define certain categories of exceptional 
circumstances to which other voting requirements shal] apply for the waiver of 
obligations imposed by the general agreement upon a contracting party thereto, 
pee a prescribe such criteria as may be necessary for the application of this 
articie. 

Would you elaborate a little bit on that statement so that I can 
kind of get a full grasp of what it means? 

Mr. Loos. I will be glad to, Mr. Mason. I had intended to mention 


that last sentence as one of the reasons why it will be easier to deny 
these waivers under article 13 than it is now. 

I think this simply means that, by prescribing the character of 
special circumstances, or the categories as the word is used of special 
circumstances, they can, in treating this subject abstractly, set up 
categories of exceptional circumstances that we cannot possibly meet. 
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And they can set up criteria. When you are dealing with these things 
abstractly it is easier to do that and make an argument that sounds 
very plausible. And they will come out with an agreement that to 
get one of these waivers you have to have these categories—1, 2, 3 and 
so forth—of exceptional circumstances, and you have to meet these 
criteria—1l, 2, 3, 4 and so forth—of the reasons for the waiver. And 
they usually set it up in such a way that we cannot possibly meet it. 

Mr. Mason. Then, Mr. Loos, I am right when I say that language 
definitely fortiiies or strengthens the hand of the OTC in denying these 
waivers to us? 

Mr. Loos. Yes, sir. 

Mr. Mason. And gives them the power to set up categories that we 
could not possibly meet? 

Mr. Loos. I think it does. 

Mr. Mason. Thank you, sir. 

Mr. Mius. Are there further questions? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Loos, I was very much interested in your question 
of why a waiver was necessary in this section 22 of the United States 
Agriculture Adjustment Act because if there is a limitation in the 
jurisdiction of GATT and there is a limitation on the Presidential 
authority, the subject matter which the President can go into in the 
general agreement on tariffs and trade, and that authority does not 
come to the point of the subject matter that is included in this waiver, 
it would seem an anomaly, would it not, to be asking for one? 

Mr. Loos. I think so. I think the “inconsistent with the existing 
law” meant the law existing whenever the occasion arose. 

Mr. Curtis. This thins it down to some of the questions I have 
been asking pretty much on this matter of what is the jurisdiction. 
Because if the State Department, or, rather, the negotiators felt that 
a waiver was necessary they must also have felt that there was an 
original authority in GATT to have restricted our domestic activities 
along these lines. 

Mr. Chairman, I hope and I think that there are representatives 
of the executive agency in the room. I have already propounded a 
series of questions that I would like them to answer. This becomes a 
specific one that I would like them to answer. I am going to add it 
to my list that I am sending to the State Department. But I think it 
gets to the meat of this issue. 

One other question, Mr. Loos. You have stated that you had no 
complaints about the way the Department of Agriculture had been 
considering your points of view and so forth. I presume you mean in 
getting your point of view through the two committees, the Com- 
mittee on Trade Agreements, and the Committee for Reciprocity 
Information? 

Mr. Loos. No, I did not mean that. 

Mr. Curtis. You did not? 

Mr. Loos. I do not have any particular complaints about that 
except that I feel that the trade agreements committee of the inter- 
departmental setup is wholly without contact with industry or 
producers. 

The only time we ever have had an opportunity to appear before 
them was this last trade agreement negotiation with Japan, I believe, 
and perhaps also in this last one where hearings were held some 
time last fall. 
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Mr. Curtis. Have you had adequate notice in the past of these 
things taking place? 

Mr. Loos. | would not want to quarrel too much with it. I do 
not think the notice has been adequate, but we have anticipated, and 
if we had to rely on notice alone it would not have been adequate. 
We anticipated those things were coming. 

Mr. Curtis. I am very much interested in the procedures in 
establishing these two committees to find out whether they have 
been working. Many complaints of industry and agriculture indicate 
to me that maybe there are some flaws in the procedure. 

Mr. Loos. Mr. Curtis, if I may comment on that, I would like to. 

I have been appearing before this Committee for Reciprocity 
Information ever since it has been established shortly following the 
enactment of the Trade Agreements Act, and that committee has had 
hearings. You go before it and you present your case and file a 
written brief. But I do not think that it has meant much. I do not 
think that appearing before that committee has been at all effective. 

Mr. Curtis. That is the question I am really coming to. 

Mr. Loos. And until just recently you have never had an oppor- 
tunity to appear before the trade agreements committee itself. It 
just sat there in star chamber without ever having any contact with 
anyone. What was said in the Committee for Reciprocity Informa- 
tion hearings was available to them, but I do not think that they had 
much of an effect. 

Mr. Curtis. I wonder if you would, in going over your statement 
here, supply a more formalized statement as to that exact situation 
on those procedures. 


(The material to be furnished is as follows:) 


TarirF PrRoceDURES 


The procedures referred to by Congressman Curtis are presumably those 
involving three agencies, namely: 
The Tariff Commission. 
The Committee for Reciprocity Information (CRI) 
The Interdepartmental Trade Agreements Committee (ITAC) 

The Tariff Commission, as presently constituted, is authorized by the Tariff 
Act of 1930 (19 USC 1330). Members of the Commission are appointed by the 
President by and with the advice and consent of the Senate, for 6 year terms. 
The Commission has a permanent staff of experts and a background of many 
years of experience. 

Proceedings before the Tariff Commission are governed by published rules. 
The Commission is charged with numerous fact-finding and recommendatory 
functions by various provisions of the statute. Its rules of procedure are devised 
to meet the needs of the several different functions. Proceedings before the 
Commission, in my experience, have fully met the requirements of due process 
and are in accord with the best traditions of quasi-judicial or administrative 
agencies. The Commission is generally regarded as a body of experts who are 
qualified to pass upon the issues submitted to them. 

The Commission’s principal function in connection with Trade Agreements is 
the determination of peril points pursuant to Section 3 of the Trade Agreements 
Act, as amended (19 USC 1360). While the multitude of commodities to be 
considered in a short space of time in connection with the multilateral Trade 
Agreement negotiations of recent years sometimes makes these peril point pro- 
cedures exceedingly difficult, the Commission has handled them as well as could 
be expected under the circumstances. By reason of the expert knowledge not only 
of the members of the Commission but of its staff, and by reason of its accumula- 
tion of information over the years, the Commission is the best qualified of any 
existing governmental agency to determine such issues. 

The Committee for Reciprocity Information (CRI) was established by Execu- 
tive order and has had as its function hearing parties desiring to present views 
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with respect to proposed negotiations of Trade Agreements. In the case of the 
bilateral trade agreements negotiated in the years immediately following the 
enactment of the Trade Agreements Act, the volume of commodities presented for 
consid:ration was relatively small compared with the volume presented in con- 
nection with the multilateral negotiations of the postwar years. As presently con- 
stituted, the CRI is organized pursuant to Executive Order No. 10082 of October 
5, 1949, as amended by Executive Order 10170 of October 13, 1950. Copy of that 
order appears in 19 USC at page 165. The Committee consists of individuals 
designated by the heads of the several departments of the government with the 
chairmanship in the designee of the Tariff Commission. 

The function of this Committee in connection with trade agreement negotiations 
appears to be solely that of hearing or receiving evidence, It does not make any 
recommendations or issue any reports. The Committee has no staff of com- 
modity or country experts and apparently is merely a transmitting agency for 
the purpose of recciving the evidence and passing it on tosomeone else. Just what 
happens to all this evidence when it leaves the CRI is an unanswered question, so 
far as my own experience goes. In that experience it has been my impression that 
appearances before the CRI are of little value. However, such appearances must 
be made because there is no other way in which it can be made known that an 
interest-d party has any view to express. In connection with the multilateral 
Trade Agreement negotiations thousands of items are presented for consideration 
in a short space of time. Appearances are limited to a few minutes. It is im- 
possible that matters of this importance can be presented or the presentation 
assimilat-d in such a mann:r that the individuals who will actually represent the 
United States in negotiations can have any adequate conception of the tariff 
neds of these commoditicss. 

The result of the CRI procedure appears to be merely to insulate the negotiators 
from the representatives of industry and to effectually prevent representatives of 
American incustry having any significant influence upon the fate of any partic- 
ular item subject to trade agreement negotiations. 

I continue to recommend appearances before the CRI only to keep the records 
straight so that it cannot be said that an industry or interested party failed to 
appear in opposition to a threatened tariff cut. Doubtless there are many who do 
not bother to enter an appearance because it is felt such a presentation is so futile 
that the effort and expense involved would not be justified. 

The Interdepartmental Trade Agreements Committee (ITAC) is also created by 
Executive order. As presently constituted, it is organized under the same 
Executive order as the CRI and its membership is made up of the same individuals 
as are designated by the several departments and Tariff Commission to make up 
CRI. In the case of the ITAC, the designee of the State Department acts as 
chairman. 

In actual practice it is this ITAC, in conjunction with representatives of the 
White House staff, who wield the real power and make the decisions that govern 
the conduct of trade agreement negotiations. This Committee holds its meetings 
in secret, reaches its decisions without public announcement, and has no authoriza- 
tion by or responsibility to the Congress. Although theoretically the members of 
the ITAC act also as members of the CRI, the CRI procedure as already observed 
acts as an insulator against, rather than a transmitter of, information and views 
received from industry. 

Of the 9 members of the ITAC, the representative of the department which has 
immeciate jurisdiction of the particular commodity and the representative oi the 
Tariff Commission are the only ones who are likely to have any knowledge or 
conception of the tariff needs of a particular commodity. Yet the views of these 
two members of the Committee may be, and frequently are, overridden by the other 
7 members (one of whom represents the Economic Cooperation Administration). 

For example, if a question arises regarding the rate of duty on some agricultural 
commodity, the Department of Agriculture would be the one which should be 
expected to have the most expert knowledge and judgment on the matter. In 
the ease of most commodities, the Tariff Commission would also have substantial 
expert knowledge. But it is quite unlikely that the representatives of the other 
6 departments or the representatives of the Economic Cooperation Administra- 
tion would have any expert knowledge or informed judgment. Yet the opinion 
of these 7 as to what might be good for the world in general would override the 
expert opinion of the Department of Agriculture and the Tariff Commission as 
to what might be good for the commodity and the American producer, as well 
as for the world in general. It has been my personal observation that this very 
thing has happened many times in the past with respect to agricultural com- 
modities. It has not been happeniag with such frequency, however, in the past 





— a aS 8 OS OS eS le OD 


—_— 


ORGANIZATION FOR TRADE COOPERATION 213 


3 years during which time the views of agriculture appear to prevail more 
frequently than in prior years. 

The ITAC also sits in judgment on the Tariff Commission reports and recom- 
mendations made to the President. Although its actions in this capacity are 
secret and it issues no report or findings, it is reasonable to conclude that it is 
the action of this committee which is responsible for the rejection or modification 
of so many of the Tariff Commission’s decisions and recommendations. 

As of January 1956 the Tariff Commission had recommended escape clause 
actions in 18 cases. In only 6 of these was the Commission’s recommendation 
followed. Of these 6, the Commission’s recommendstion was modified in 2. 
The Commission’s recommendation was rejecied in 10 cases; and 2 cases still 
were pending before the President for action. (See ‘‘Outcome or Current Status 
of Applications for Escape Clause Investigations by the United States Tariff 
Commission 9s of January 1956.’’) 

In investigations conducted under Section 22, the action of the President has 
followed the recommendatlon of the Tariff Commission to a greater extent than 
in connection with the escape clause cases. However there have been a number of 
Section 22 cases in which the Commission’s recommendations have not been 
followed. It is significant that the tendency to reject or modify the Commission’s 
recommendations has been increasing in recent years. 

Prior to January 1, 1953 there were a total of 18 separate recommendations 
made by the Tariff Commission in Section 22 cases. The President followed 
those recommendations in all cases except one which was one of the last on which 
President Truman acted. 

Since January 1, 1953 there have been 10 separate recommendations. Of 
those, 3 were followed by the President, 4 were modified and 3 were rejected. 
(See “Outcome or Current Status of all Investigations Conducted by the United 
States Tariff Commission under the Provisions of Section 22, of the Agricultural 
Adjustment Act, as amended, as of September 15, 1955’’). 

We thus have the strange spectacle of the decisions and recommendations of a 
Commission established by a statute enacted by Congress and whose members 
are appointed by the President with the advice and consent of the Senate, being 
frequently overruled by a Committee established by Executive order, without 
any authorization by Congress and in no way responsible to Congress. Yet 
these actions are taken with respect to the regulation of commerce with foreign 
nations, a matter confided to the Congress by the Constitution. 

The Tariff Commission is composed of members who are appointed in considera- 
tion of their expert knowledge and who give their full attention to the subject. 
In addition the Commission has a permanent staff composed of commodity and 
country experts who have spent many years in the work of the Commission. 
Preliminary to all decisions and recommendations, the Commission holds public 
hearings at which the members of the Commission themselves, not merely examin- 
ers sit; all decisions are preceded by thorough investigations on the part of the 
Commission’s staff. Thvs all of the Commission reports are the result of long 
and careful study and expert analysis, both by the members of the Commission 
themselves and its staff. 

The Commission’s report then goes to the White House and is submitted to 
the ITAC. The members composing that committee sit around the table and 
in the course of a few hours, without any investigation by any staft, without hear- 
ing any witnesses, without any opportunity for interested parties to appear before 
them to make argument or submit evidence, determine whether to accept, reject 
or modify the Commission’s decision and recommendations. There is nothing 
whatever to indicate that the members of this committee are qualified by expert 
knowledge or experience to substitute their judgment for that of the Tariff Com- 
mission. Yet in actual practice in recent years their judgment has been sub- 
stituted for that of the Commission, an agency of Congress, in more cases than 
the Commission’s judgment has prevailed. 

The ITAC appears to be the dominant agency in determining governmental 
policy and translating that policy into action with respect to customs duties and 
trade agreement negotiations. It determines the instructions under which the 
negotiators representing the United States operate. The State Department 
influence largely dominates its deliberations and its decisions. While trade 
agreement negotiations are in progress, the ITAC continues to consider changes 
in the instructions previously issued. When such changes are made, the delibera- 
tions are held in secret and no notice is given of such changes, either prospective 
or accomplished, and no opportunity is provided for interested parties to present 
their,views with respect to such changes. By that time many impressions that 
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might possibly have been created as a result of presentations made before the 
CRI are largely dissipated and forgotten. 

It is hoped that the foregoing discussion may indicate why there has been a 
considerable volume of complaint and dissatisfaction regarding the trade agree- 
ment procedures presently effective. 

Mr. Curtis. Now one question that I really am coming to. 

I have been impressed with the detail of the Executive order that 
establishes these 2 committees. The question that I have directed to 
various members of the executive departments is how is the informa- 
tion of those 2 committees, the Committee on Trade Agreements and 
the Committee on Reciprocity Information, offered to the negotiators, 
the people that actually become the delegation that does the negoti- 
ating. That apparently has not been reduced to any Executive order 
or any other formality. So, of course, if the chain is not complete, 
industry, labor, business, and so forth can talk all they want to and 
present their case all they want to, and if the Committee on Reci- 
procity Information is made to hand it to the Trade Agreements 
Committee but if it never carries that information on into the board 
of negotiators it is not a sufficient procedure. 

Now do you know from your own experience, or could you supply 
for the record your views of whether or not they actually carried on 
into the actual negotiations the views that have been presented before 
these committees? 

Mr. Loos. Yes, I can say very definitely that in my experience, 
until quite recent years, what we have presented to the Committee 
for Reciprocity Information has had absolutely no influence on the 
action taken by the negotiators. 

In recent years, in the last 2 or 3 years, the situation has been quite 
different. And that is what I meaat when I said that we had -no 
complaint, but we highly approved the efficient service that the 
Foreign Agriculture Service of the Department of Agriculture has 
been giving us. 

Mr. Curtis. Do you know whether there was any actual procedural 
change that brought about that result? 

Mr. Loos. I do not think there was any procedural change. I 
think there is a different attitude in the department. Our problems 
on exports and on imports have been seriously and sympathetically 
considered by the Department of Agriculture representatives at the 
present time, and during the recent years we have had no complaint 
about it. 

Mr. Curtis. Thank you. 

Mr. Miuus. Mr. Loos, just one further question. 

Describe for me, if you will, how the fruit industry has been treated 
under GATT consultation procedures. Have any concessions been 
obtained by the industry in any instances under the GATT consulta- 
tion procedures? 

Mr. Loos. I can give a very specific illustration of this when the 
Geneva agreement was under consideration. We appeared before the 
Committee for Reciprocity Information on the subject of walnuts and 
other duties. [ mention walnuts as an illustration here. 

We presented our arguments before the Department of Agriculture 
and what was then the Office of Foreign Agricultural Relations, and 
even the Secretary himself. We felt that we were getting nowhere, 
and we never had an opportunity to appear before the Trade Agree- 
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ments Committee or even the Department of Agriculture representa- 
tive of the Trade Agreements Committee. 

Mr. Mirus. Mr. Loos, if you will pardon the interruption, I am 
interested in that statement you are making, but my question appar- 
ently was not understood. I had in mind the possibility that some 
restrictions against the exportation of fruit from the United States 
possibly had been eliminated under GATT consultation procedures. 
I wladeet if you had in mind any specific instances where some of 
these restrictions that have been referred to earlier have been removed 
or modified. 

Mr. Loos. Oh, yes. 

Mr. Mitts. To some extent. 

Mr. Loos. We have had some benefit on our export trade of reduc- 
tions in duties. And I cannot think of any specific removal of other 
restrictions. But they have not done us any good in most instances 
because we have been met by the necessity of licensing and paying 
premiums for exchange that make these reductions in duties that are 
obtained inconsequential. 

Mr. Mitts. I understood that it was as a result of GATT consulta- 
tion procedures that we had obtained liberalization of apple imports 
into the United Kingdom in 1954 and again in 1955. 

Mr. Loos. That is not one of my commodities, and I am not too 
familiar with that although I do know that there have been apple 
imports into the United Kingdom. 

I think that presently the only fruit that is going into the United 
Kingdom is going in under Section 402 of the Mutual Security Act 
where the Government of the United States makes an agreement 
with the Government of England to make shipments for foreign 
currency. 

Mr. Mitus. What I am getting at, Mr. Loos, is this: has. it been 
possible under GATT procedures for any of these restrictions against 
our exports to be modified in any extent as restrictions applied to 
citrus and other types of fruit? 

Mr. Loos. Yes, the duties have been reduced. But, on the other 
hand, I do not think we have had any marked success that I can 
remember in eliminating the currency and exchange problem. 

Mr. Mitus. How has it worked in Belgium, Netherlands and 
Luxembourg, that is, those countries generally called Benelux? There 
have been some elimination of restrictions as I understand it. 

Mr. Loos. We have the opportunity to ship citrus fruits there now. 

Mr. Mirus. How abeut almonds? 

Mr. Loos. Yes. Nuts can be shipped to those countries. 

Mr. Miius. How did that happen? Did that happen as a result 
of consultation under the GATT procedures? 

Mr. Loos. There may possibly have been some reductions in the 
duties as a result of GATT procedures, but I do not believe the GATT 
procedures had much to do—they might have had something to do 
with making those countries mto which exports could be made on a 
freedom of currency. Even there lots of times, even though it is a 
so-called free market, our buyers have to pay premiums to get exchange. 

Mr. Mixts. I was just interested in finding out from you if I could 
whether or not any of these consultations under GATT had been 
beneficial to us. 
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Mr. Loos. Yes, we have had benefits on our exports. But we would 
rather forego those benefits than to give up the protection of our 
import market, although I do not think we would have to. I think 
we could get the same without giving up the protection of our import 
market. 

Mr. Miuts. You are not criticizing the procedures under GATT 
any way. That is not your purpose in being here. You are here to 
raise questions before the committee as to whether or not we should 
pass legislation authorizing United States membership in OTC. 

Mr. Loos. Yes, sir. I am warning you, warning the committee, 
that it should not do it because in doing it it will give up its powers 
to regulate foreign trade. 

Mr. Mitts. Thank you, Mr. Loos. 

Are there any further questions? 

If not, we appreciate your appearance and the information given 
the committee. 

Mr. Loos. Thank you, Mr. Chairman. 

Mr. Miuus. The next witness has a statement of only 3 pages. I 
believe we can hear him before the noon recess. 

Dr. E. W. Gaumnitz is the next witness. 

Will you give your name and address and the purpose of your 
appearance for the record. 


STATEMENT OF E. W. GAUMNITZ, EXECUTIVE SECRETARY, 
NATIONAL CHEESE INSTITUTE, INC. 


Mr. Gaumnitz. My name is E. W. Gaumnitz. I am executive 
secretary of the National Cheese Institute, with offices in Chicago. 

Mr. Miius. You may proceed. 

Mr. Gaumnitz. Mr. Chairman and members of the committee, my 
statement is very short, and in listening to Mr. Loos I find that we 
can endorse, I believe, everything which he has stated. 

The National Cheese Institute, Inc., with offices at 110 North 
Franklin Street, Chicago, Ill., is a nonprofit corporation, whose mem- 
bers include manufacturers of cheese and process cheese and manu- 
facturers, assemblers,: importers, wholesalers and distributors of all 
types of cheese. Its members manufacture over 50 percent of the 
cheese produced in the United States and distribute over 80 percent 
of all the cheese distributed in the United States. 

The institute is opposed to the enactment into law of H. R. 5550 
authorizing the President to accept membership in the Organization 
for Trade Cooperation and authorizing the appropriation annually of 
such sums as may be necessary for the payment by the United States 
of expenses of the Organization for Trade Cooperation in accordance 
with article [X of that agreement as well as certain additional sums. 
Institute opposition to the enactment of this bill is based on the follow- 
ing facts and considerations: 

1. By such authorization the Congress is in effect approving the 
terms of the General Agreement on Tariffs and Trade. 

2. The General Agreement on Tariffs and Trade was developed by 
the contracting parties and made effective by Executive action without 
congressional approval. It was never reviewed by the Congress. 
And I take it from the chairman’s statement that the terms and con- 
ditions of the general agreement are not before the committee at this 
time. 
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3. The enactment of H. R. 5550 would, in effect, give approval to 
an agency (Organization for Trade Cooperation) proposed to be estab- 
lished to ‘further * * * the achievement of the purposes and objec-~ 
tives set forth in the General Agreement on Tariffs and Trade * * *.”’ 
and ‘“‘* * * administer the general agreement and generally facilitate 
the operations of the agreement * * *.” 

Additional functions are set forth in article III. 

4. Before approving membership in an agency, such as here pro- 
posed, the terms of the General Agreement on Tariffs and Trade 
should be reviewed in detail. The General Agreement contains many 
provisions other than import duty modifications, which raise serious 
questions as to other actions taken by Congress. For example, 
Article XI of the Genera] Agreement on Tariffs and Trade contains 
a general prohibition against quotas and sets forth certain exceptions. 
Practically none of those exceptions would be applicable to the 
United States. However, none of the exceptions set forth cover all 
actions which may be taken pursuant to section 22 of the Agricultural 
Adjustment Act, as amended. Specifically, import quotas for certain 
dairy products, in view of a government purchase program, were 
issued pursuant to the provisions of Section 22 (originally passed in 
1933). The United States Government found it necessary to ask for 
a waiver of the provisions of certain regulations of the General Agree- 
ment, which waiver was granted, although certain conditions and 
procedures were noted. 

5. Attention is directed to the fact that included in the activities 
of the Organization for Trade Cooperation, among other things, are 
such things as the taking of decisions, the waiving of obligations 
imposed by the General Agreement, and interpretation of the terms 
of the General Agreement. In this connection it is to be noted that 
each member of the General Agreement has one vote and a decision 
is by a majority vote with specified exceptions. 

6. It is to be noted further that the agreement establishing the 
at for Trade Cooperation may be amended by the members 
thereo 

In the light of these facts it appears that the approval of this bill 
would, in effect, place the administration of the operations of trade 
agreements, as well as the content of such agreements entirely in the 
hands of the executive branch of the Government. In broad terms, 
either the General Agreement on Tariffs and Trade or the agreement 
on the Organization for Trade Cooperation could be modified without 
reference to Congress. In effect, the executive branch could enter 
into agreements with foreign countries the observance of the terms of 
which would foreclose the possibility of congressional action. 

Question is raised as to the effect of the enactment of H. R. 5550 on 
procedure under Section 22 of the Agricultural Adjustment Act or 
under the escape clause of the Tariff Act. It will be recalled that 
when the Trade Agreements Act was extended there was concern 
whether the extension of the act would override Section 22 of the 
Agricultural Adjustment Act and language was added to prevent any 
possible interpretations of the enactment as approval of the General 
Agreement on Tariffs and Trade. 

H. R. 5550 should be rejected, but if enacted should include pro- 
visions to the effect that such enactment did not constitute approval 
of the General Agreement on Tariffs and Trade. 
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Mr. Mitts. That completes your statement? 

Mr. Gaumnitz. Yes, sir. 

Mr. Mis. Are there any questions? 

Mr. Curtis. Mr. Chairman? 

Mr. Mitts. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I have been trying to get whatever information I can 
from all of the witnesses as to the actual workings of the executive 
procedure whereby industry, labor, and agriculture can give their 
point of view and get it through to the board of negotiators. Of 
course, we have the two executive committees that are established, 
the Committee on Reciprocity Information and the Committee on 
Trade Agreements. 

If you care to, I would appreciate you supplying for the record a 
statement of your experiences in that area, sa to whether or not you 
feel the procedures are adequate. I am not saying they come up 
and agree with you, but as to whether the procedures are adequate 
so that you are able to get your two bits worth in. 

Mr. Mitts. Without objection, Mr. Gaumnitz, you may provide 
such information for the record in response to Mr. Curtis’ request. 

Are there any other questions? 

If not, we thank you for your appearance and the information 
given the committee. 

Mr. Gaumnitz. Thank you, Mr. Chairman. 

Mr. Mitus. The committee stands adjourned until 2 p. m. 

(Whereupon, at 12 o’clock noon, the committee was recessed, to be 
reconvened at 2 p. m., this same day.) 


AFTERNOON SESSION 


Mr. Mitus. The committee will come to order. 

The first witness this afternoon is Mr. Patrick B. Healy, assistant 
secretary of the National Milk Producers Federation. 

Will you come forward, please, sir, and give your name and ad- 
dress and the purpose of your appearance for the benefit of the record? 


STATEMENT OF PATRICK B. HEALY, ASSISTANT SECRETARY, 
NATIONAL MILK PRODUCERS FEDERATION, ACCOMPANIED 
BY M. R. GARSTANG, GENERAL COUNSEL 


Mr. Hearty. My name is Patrick B. Healy, and I am assistant 
secretary of the National Milk Producers Federation, with offices 
at 1731 Eye Street, N. W., here in Washington. 

I would like to introduce Mr. M. R. Garstang, who is our general 
counsel, and who will participate with me in this hearing. 

Mr. Minus. Mr. Healy, you are recognized to deliver your state- 
ment without interruption. 

Mr. Heary. The National Milk Producers Federation is a national 
farm organization. It represents nearly half a million dairy farm 
families and some 800 dairy cooperative associations which they own 
and operate and through which they act together to process and 
market at cost the milk and butterfat produced on their farms. 

The viewpoint of the Federation is solely that of the dairy farmer. 
Our by-laws require that at least 75 percent of our directors must be 
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actively engaged in dairy farming, the remainder being officials of 
farmer-owned and controlled cooperatives. 

Among the dairy cooperative associations represented by the Fed- 
eration are bargaining organizations through which farmers bargain 
as a group for the sale of their milk. Others are manufacturing as- 
sociations engaged in the processing and marketing of milk in the form 
of manufactured dairy products. 

Practically every form of dairy product manufactured in the United 
States in any substantial volume is made and sold by farmers’ dairy 
cooperatives represented by the Federation. In terms of volume, 
about one-fifth of the milk sold from farms in the United States is 
marketed through our member and submember associations. 

Dairy farmers have a vital interest in the foreign trade policies of 
this country. Not only is their means of earning a living at stake, but 
also their substantial investment in cattle, farms, equipment, and in 
the dairy manufacturing plants they have built and financed. Also at 
stake is the tremendous efforts and expense borne by dairy farmers 
and the Federal and State Governments in establishing herds free 
from foot-and-mouth disease, tuberculosis, brucellosis and other 
livestock diseases. 

Adequate and dependable supplies of milk and dairy products are 
essential to the welfare and well-being of the people of this country 
and to its national security. It would be most unwise to permit our 
domestic source of supply for dairy products to be displaced by an 
overseas source of supply. This is particularly true in the case of 
dairy products, because the domestic source of supply, once impaired, 
could not be rebuilt quickly. 


Agriculture is the largest segment of the American economy, and 
dairying is the largest segment of American agriculture. The econ- 
omy of the whole country would be impaired by foreign-trade policies 
which resulted in serious dislocations for the American dairy industry. 

The American dairy industry would be immediately and Sartegekt 
harmed by the removal of import controls on dairy products. 

During the P st 20 years, there has been built up in this country an 


economy which, in many respects, is above the world level. This is 
particularly true with respect to wages, living standards, and costs of 
production. In order to keep the prices which farmers receive reason- 
ably related to the cost of the things that farmers buy, and thus main- 
tain the purchasing power of this important segment of the economy, 
the prices of many agriculture commodities must be maintained at 
levels substantially above world price levels. 

As long as this condition exists, effective import controls will be 
necessary to prevent the dumping of world surpluses on our shores, 
and some form of export-price adjustment will be needed to permit 
American agricultural products to move in world trade at competitive 
prices. 

It is not an answer to this problem to say flatly that our agricul- 
tural prices should be reduced to world levels. To reduce agricul- 
tural prices alone, and thus impair the purchasing power of farmers, 
would be an invitation to economic disaster. 

Farm prices can only be reduced safely and equitably when other 
prices also come down in proportion. We have never asked for high 
prices for dairy farmers. We have asked only that the prices they 
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receive be fairly and reasonably related to the cost of the things they 
must buy to continue as a self-sustaining economic entity. 

Dairy farmers are presently in a serious squeeze, because the prices 
they receive are not fairly related to the cost of the things they buy. 
The current price-support level is only 75 percent of parity. Depart- 
ment of Agriculture figures show the estimated hourly returns of 
dairy farm operators to be only 51 cents per hour in the Central North- 
east, 41 cents per hour in eastern Wisconsin, and 36 cents per hour 
in western Wisconsin. Compared to this, the minimum wage for 
common labor was recently raised to $1 per hour. 

Here it may be noted that we have only included the Central 
Northeast, eastern Wisconsin, and western Wisconsin in reporting 
these hourly returns, but those are the only ones reported by the 
Department of Agriculture. We have no source for other areas. 

Even at these low prices, farmers cannot compete with imported 
dairy products produced in foreign countries where wage rates, 
living standards, and costs of production generally are lower. 

For example, the support price for butter in New York is 58% cents 
per pound. The Department of Agriculture has announced an export 
price of 41 cents per pound. That the world price level is less than 
41 cents is indicated by the fact that butter is not moving into world 
trade at the 41-cent price. 

A similar condition exists with respect to cheese and nonfat dry-milk 
solids and many other agricultural products. With such a disparity 
of price, it is obvious that any substantial approach to a condition of 
free trade would mean the liquidation of the dairy industry in this 
country, at least insofar as the production of milk for manufactured 
dairy products is concerned. 

Contrary to general belief, consumers would not benefit from the 
removal of import controls, because the imports would be sold at 
prices only fractionally under the support level. The Government 
simply would be obliged to buy under the support program additional 
domestic products for each pound of imports. Eventually, the sup- 
port program would break down, and the domestic source of supply 
would be displaced by foreign production. 

The import controls so essential to our domestic agricultural pro- 
grams are currently provided under section 22 of the Agricultural 
Adjustment Act. Import quotas are currently being used under 
section 22 to protect domestic agricultural programs for cotton, wheat, 
milk and butterfat, peanutsandrye. Import controls under section 22 
in the form of increased tariffs are provided also for peanut oil, 
flaxseed and linseed oil. 

These import controls, in the opinion of the foreign nations which 
would comprise the Organization for Trade Cooperation, are contrary 
to the provisions of articles II and XI of the General Agreement on 
Tariffs and Trade. 

Article II of GATT prohibits the use of increased tariffs for the 
protection of domestic agriculture programs or other purposes unless 
the increased rates are directly and» mandatorily required to be 
imposed, under legislation in effect in this country on October 30, 
1947. Section 22, as it existed in 1947, did not authorize protection 
of the present type of agricultural programs. It was amended in 1948 
to make it applicable to the loan and purchase type of support pro- 
grams. The State Department succeeded in getting written into the 
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1948 amendment a provision making section 22 subservient to the 
trade agreements. In 1951, this was reversed, and Congress ordered 
section 22 applied irrespective of the trade agreements. 

In spite of this action by Congress, the prohibition in GATT 
against the use of increased tariffs was retained, the original effective 
date of October 30, 1947, was carefully preserved, and no exception 
was provided for section 22 controls in the recent GATT revision. 

Article XI of GATT prohibits the use of import quotas such as 
those now used to protect our domestic agricultural programs for 
cotton, wheat, peanuts, and dairy products. Although the wishes 
of Congress with respect to section 22 were well known, apparently 
no attempt was made by the United States delegation to secure an 
exception for section 22 controls in the recent revision of GATT. 

As long as the status of GATT itself has remained uncertain in 
Congress, and additional relinquishment of power by Congress has 
been sought, we haven’t heard too much about the violation of GATT 
by section 22 controls. In fact, one of the arguments used against 
section 104 of the Defense Production Act, was that controls should 
be shifted to section 22 to avoid a violation of GATT. 

However, as we had suspected they would be, the new controls 
under section 22 were promptly attacked as a violation of GATT, 
as soon as the section 104 legislation was out of the way. 

If Congress recognizes GAT’T—as it would do by the enactment of 
H. R. 5550—or if it relinquishes more of its power to the President 
and, through him, to the foreign nations comprising OTC, we fear 
that quite a different attitude will develop with respect to section 22 
controls. 

A foretaste of what is likely to come appears in the action recently 
taken by the foreign nations to grant to the United States a temporary 
waiver to use section 22 ph 

This waiver was not granted as a matter of right, but as a matter of 
sufferance. There is no assurance that it will be continued, nor that 
it will be extended to cover new controls which may become necessary 
in the future. It is obvious from the wording of the section 22 waiver 
that the President will not use the section 22 controls except in the 
most extreme cases. 

Without such a waiver, the 33 foreign nations comprising OTC 
could, under the provisions of article 14 of the OTC charter or 
agreement, impose such joint discriminations against United States 
trade as to bring Congress quickly to its knees. 

In effect, the congressional ratification of GATT and OTC would 
place the future of our domestic agricultural programs at the mercy 
of an international trade organization in which we would have only 
one vote. Many of the nations in OTC look with jealous longing on 
the American dollar market. Some of them cs gladly combine 
to raid it at our expense. That these are not idle comments is borne 
out by the terms of the section 22 waiver. 

The waiver granted to the United States by the GATT countries 
which permits us to use import controls to protect our domestic 
agricultural programs is subject to annual review. There is no 
binding assurance that it cannot or will not be terminated at any 
such review, if our use of section 22 should not meet with the pleasure 
of the GATT nations. 








222 ORGANIZATION FOR TRADE COOPERATION 


The United States must report annually to the GATT countries, 
showing what it has done to eliminate section 22 import controls and 
explaining the reason why those which remain continue to be applied. 
The right of other nations to retaliate for our use of section 22 is 
preserved in the waiver. 

The waiver was granted in consideration of assurances that— 
the United States Government has taken positive steps aimed at reducing 1955 
crops supplies by lowering support price levels or by imposing marketing quotas 
at minimum levels permitted by legislation— 
and that marketing quotas are being used to the fullest practicable 
extent. Prewtimably: if our price support levels are raised, it would 
call for a reconsideration of our permission to use section 22 controls. 

The United States may not act under section 22 without first con- 
sulting other nations. Import quotas under section 22 must be recon- 
sidered by the United States at the request of a foreign nation. For- 
eign nations must be notified of section 22 actions and permitted to 
participate in them by making representations as to the need for con- 
trols by the United States. 

Thus, in effect, we will have an international trade organization 
undertaking to tell the United States that it will permit us to protect 
our domestic agricultural programs against destructive imports, only 
so long as we keep our price support levels, acreage allotments, and 
marketing quotas at a low level. 

As indicated above, this situation is bad enough without congres- 
sional ratification of GATT and OTC. Once Congress commits itself 
to GATT and OTC, as it would do by the enactment of H. R. 5550, 
it is reasonable to assume that this international trade organization 
would take on new structure and new strength; otherwise there would 
be no purpose of congressional approval of OTC. 

Import controls under section 22 are limited to the protection of 
our domestic agricultural programs. Thus agricultural or livestock 
commodities, for which there is no price support program, do not 
have even the limited protection of section 22 and the sufferance to 
use if temporarily under the section 22 waiver. 

Congress should not commit itself to GATT and OTC by the 
enactment of H. R. 5550, without giving most careful and searching 
consideration to the probable effects upon American agriculture of 
articles II and XI of GATT. 

The prohibition against the use of import quotas in article XI of 
GATT has much broader application than the controls applied 
under section 22. 

Article XI would seriously handicap Congress in granting necessary 
— to a domestic industry through the use of import quotas. 

ariffs, as a means of protection, have been rendered largely in- 
effective and unreliable through inflation and the currency devalua- 
tion, multiple exchange rates, and multiple pricing systems used by 
other nations. 

Furthermore, there is no accurate way of determining in advance 
the extent to which imports will be controlled through tariffs. Im- 
port quotas, on the other hand, permit an accurate regulation of the 
quantity of imports to be admitted in any given period, thus making 
it possible to plan in advance the share of the domestic market to be 
given over to imports. If the maximum quantity of imports is 
definitely known, the adverse effect on the domestic market is much 
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less than it is where there is no way of knowing where the flood 
will stop. 

The prohibitions in GATT against the use by this country of two- 
price systems for agricultural products should be carefully considered 
before Congress enacts legislation approving GATT and OTC. 

The provisions of article XX of GATT permit sanitary regulations 
to be applied against imports to the extent ‘necessary to protect 
human, animal, or plant life, or health.” 

Under this provision, dairy products so insanitary as to endanger 
life or health could be excluded, but those contaminated by filth or 
adulterated to a lesser degree could not. Substandard products 
or those economically adulterated by the substitution of cheaper 
ingredients could not be excluded. 

Our present Federal food and drug laws, as applied to imported 
products, go much farther than the protection of life and health. 

American dairy farmers are justly proud of the high sanitary and 
quality standards they have attained. These goals were not reached 
without great effort and expense. Competition from substandard 
imports, or those meeting less costly sanitary standards, might well 
result in a downward adjustment of our own standards. 

This provision of GATT becomes even more serious if OTC is 
authorized to interpret and administer it. Many nations have 
sanitary standards much lower than ours, and measures which we 
consider essential to health might not be so considered by OTC. 

In the Agricultural Act of 1954, Congress authorized the Secretary 
of Agriculture to require certain imported fruits and vegetables to 
meet the same standards as to size, grade, et cetera, as those imposed 
on the domestic product under the Agricultural Marketing Agreement 
Act of 1937. 

Obviously, these standards are not necessary to protect life or 
health and, therefore, do not fall within the exception permitted by 
article XX. 

The enactment of H. R. 5550 to authorize an international trade 
organization to administer and interpret GATT would, of course, be 
an implied approval by Congress of both GATT and the OTC. That 
one of the real objectives of H. R. 5550 is to get congressional approval 
for GATT, was brought out when Secretary of State Dulles told this 
comnesien that he would not like to see a GATT caveat attached to 
this bill. 

The problems that would be created by the specific provisions of 
GATT mentioned above, and there are many others, are surely 
sufficient to make it clear that congressional approval of GATT ought 
not to be given without full and complete hearings in GATT itself. 

The only hearings that have been held by Congress on the provisions 
which now appear in GATT were held when the ITO charter containing 
similar provisions was under consideration. Congress was assured at 
that time that the ITO provisions would not be put into effect without 
congressional approval. 

In spite of these assurances, practically all the provisions of the 
ITO charter were incorporated in GATT and an attempt was made 
to apply them in that manner without congressional approval. 
Congress has never been permitted to act on GATT. The ITO 
charter itself, containing practically the same substantive provisions 
as GATT, was withheld from Congress for several years. 
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When it was finally presented to Congress, it did not have sufficient 
appeal to get out of committee. In effect, this was an action by 
Congress disapproving practically the same provisions which Con- 
gress is now asking to approve indirectly and without hearings. 

There is no basic difference between the OTC and the ITO. In 
either case, an international trade organization would be set up to 
administer and interpret the substantive rules of GATT. 

The ITO charter was presented to Congress with the argument 
that unless the United States approved it, other nations would not 
likely do so. Even with this strong argument, Congress did not 
accept the charter. 

In the more than 2 years that elapsed between the drafting of the 
ITO charter at Havana and its presentation to Congress in 1950, it 
is our understanding that only 2 other nations had approved it, and 
1 of those conditionally. The OTC agreement or charter has now 
been open for signature for a year, and only three nations—Greece, 
Haiti, and India—have signed it unconditionally. Six nations, in- 
cluding the United States, have signed it conditionally. 

The OTC would not be a simple forum for consultation and dis- 
cussion. It would be authorized to interpret, administer, and enforce 
the substantive rules of GATT. 

GATT is drawn in vague and general terms which are susceptible 
of many meanings. The power to interpret and apply it is an im- 
portant one which can have far-reaching effect on American labor, 
agriculture, and industry. 

For example, under article XXIII of GATT, an action taken by 
the United States could be held to be a violation of GATT “whether 
or not it conflicts with the provisions of the agreement.”’ 

Enforcement of GATT by OTC would be through the application 
of sanctions against our foreign trade by the 33 other countries com- 
prising the OTC. This is provided for under article 14(b) of the OTC 
charter or agreement. Under this article, the OTC could authorize 
other GATT nations to suspend the application to the United States 
of “such concessions or other obligations under the general agree- 
ment”’ as it considered necessary to bring us into line. This is not 
limited to the suspension of compensating concessions granted by 
an affected country, but includes obligations under the general agree- 
ment, itself, such as the obligation not to discriminate against our 
trade. 

We want important trade decisions vitally affecting American 
jobs, American farms, and American industries to continue to be 
made by an American Congress, charged with that responsibility 
under the Constitution, where the right of petition and representa- 
tion is guaranteed to the American people. 

We do not want such important decisions made by a foreign- 
controlled trade group where the voice of the American farmer will 
not be heard. 

For these reasons, we urge the Congress not to approve OTC and 
indirectly, GATT, through the enactment of H. R. 5550. 

That concludes my statement. 

Mr. Miuts. Are there any questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Mr. Healy, if some of the provisions of ITO were 
omitted from OTC, there is nothing of which I know to keep the men 
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in the GATT agreement from including these things in GATT here- 
after, and then OTC will have to administer it, as amended? 

Mr. Heaty. That is correct. That is what we consider to be the 
very dangerous thing about congressional authorization for OTC, 
and its power to administer and interpret the provisions of GATT. 

Mr. Simpson. It is kind of specious to say that simply because 
OTC can’t be amended by its own terms, while that which it will 
interpret and administer may be amended, without limit, no harm 
may be done. 

Mr. Heaty. That is right. Of course, there again the United 
States, in any discussion of the provisions under consideration for 
amendment, would have only 1 vote out of 35. 

Mr. Simpson. Yes, we would have one vote. 

Mr. Hearty. We would have one vote; yes, sir. 

Mr. Simpson. So as I say, the agreement, itself, could be amended 
as the 34 wanted it amended. We would object and say “We don’t 
have authority for that and therefore, we will pick up our marbles and 


ome. 
"ia likelihood of doing that in the event Congress approves this bill 
would be pretty slim, I should think. 

Mr. Hearty. That is correct. I think Mr. Loos this morning made 
a very important point there, that it is quite unlikely that we will ever 
be confronted with such large or far-reaching amendment or contro- 
versy under GATT that this Congress, for instance, would be willing 
or able to take any action. It will be a matter of considering one 
thing at a time, and weighing the importance of that one thing against 
our continued participation in OTC. 

Mr. Simpson. That is, it would be whittling away at it? 

Mr. Heaty. Yes, sir. 

Mr. Simpson. And the small industries which, according to him, 
might be handled more efficiently by some other country, would be 
lost to us? 

Mr. Heaty. That is right. 

Mr. Simpson. Thank you. 

Mr. Mitts. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. In the first paragraph, Mr. Healy, you state whom 
you represent. Let me ask you, what percentage of all the milk pro- 
ducers do you represent? 

Mr. Heaty. We represent practically all that are represented na- 
tionally through dairy farmer organizations. We are the oldest and 
largest commodity organization in the United States and have, as we 
point out here, about 500,000 dairy-farm families. Those are farms 
which derive all or a major part of their income from dairying. 

There are about 2% million dairy farms, but some of those are con- 
siderably smaller than would provide a living for a person, so we repre- 
sent a fair majority of the organized dairy farmers in this country. 

Mr. Jenkins. Let me develop that just a little further, as to my 
State of Ohio. We have several dairy organizations, and I don’t 
know just what they do and where their jurisdiction is, whether they 
coalesce or whether they are opposed to each other, or just how they 
are. 

In other words, are we safe in saying that you are speaking for the 
dairy industry of the Nation? 
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Mr. Heaty. First of all, we represent only dairy farmers. That is 
the first thing. In Ohio, we have very strong representation. 

Our representation is through dairy-farmer cooperatives. Most of 
the dairy farmers in Ohio are organized into dairy farmers’ coopera- 
tives, and most of those cooperatives in Ohio are members of our 
federation. 

We have them all through the State, all the way from Cleveland in 
the north, to Cincinnati in the south, and clear across the State, east 
to west. We do not speak for the proprietary distributors in the 
dairy business. 

However, in this instance, there is absolutely no diversion of think- 
ing among the entire dairy industry. The proprietary distributors, 
the farmers, all feel exactly as we do. 

You perhaps remember that Dr. Gaumnitz of the Cheese Institute, 
who largely represents proprietary distributors, spoke this morning 
somewhat along the same lines that I have spoken here just now. 
This is one thing in which the dairy industry is completely one in its 
thinking. 

Mr. Jenkins. In my State, in some sections, there is some compe- 
tition between different dairy groups with reference to shipment of 
their milk, and things like that, but I have found in the last analysis 
there is a kind of uniformity among them which is really surprising. 

Mr. Heaty. Yes,sir. Asa matter of fact, most of the dairy farmers 
particularly in Ohio, are basically of one mind on most things. They 
might have a little difference of opinion here and there over a market, 
or a producer, but they are generally of one accord. 

Mr. Jenkins. Thank you very much. 

Mr. Mitus. Mr. Mason, of Illinois, will inquire, Mr. Healy. 

Mr. Mason. Mr. Healy, I was unfortunate enough to be delayed 
and didn’t get back to hear your complete statement, but I did get the 
last 2 or 3 pages, and they sounded so logical and so strong to me that 
I am going to go over the other pages very carefully, not that I need 
convincing, but I need your arguments to bolster my already pre- 
conceived idea on this subject, and so I want to thank you for giving 
me this considerable argument in favor of my preconceived opinion. 

Thank you. 

Mr. Heaty. That is very nice, Mr. Mason. I might say here that 
while I am happy to present these thoughts to this committee, these 
represent more than my thinking. They are the result of the thinking 
of all 500,000 of these dairy farmers. We have a convention once a 
year at which time delegates from all of the cooperatives meet and 
consider policy to be followed by the federation during the next year, 
and the policy behind this statement was unanimously concurred in 
by representatives of all our dairy-farmer members. 

Mr. Mason. Thank you. 

Mr. Mitts. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. Mr. Healy, first, I want to say that I appreciate this 
very fine paper you have prepared. It brings some very thought- 
provoking points, things which are of considerable interest to me. 

I want to make a statement, Mr. Chairman, before I interrogate 
Mr. Healy, on a couple of points. I am very much disturbed at these 
public hearings, at the course they are now taking; they are identical 
to the way the hearings on H. R. 1 went. These are public hearings 


on an issue that [ think is of far-reaching importance to the people in 
this country. 
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I notice the press was in pretty good attendance when the case for 
this particular measure was presented, but since the people who might 
be opposed to it are now presenting their viewpoint—and I think they 
are serious points they are raising—I notice the press does not think 
that is worthy of passing on to the public. 

I presume the press already has preconceived notions about this 
matter. I have expressed some things that seemed preconceived, but 
believe me, my mind is open on this subject. I am trying to keep it 
open on it. 

I think the public’s mind should be open on it, and I certainly think 
that the press of this country should have an open mind on it and 
report to the people these sincerely presented and honest presentations 
such as you have presented, and aa have presented on this subject. 

I remember, Mr. Simpson, | was the one who proposed the motion 
to recommit your bill a couple of sessions ago, and the main argument 
I used on the floor of the House was the fact that we were setting up 
a commission, which later became the Randall Commission to study 
this matter, and I honestly thought a real, objective study was to be 
made. 

I took the floor the next session to express my disturbance at the 
fact that the Randall Commission had just started out with precon- 
ceived notions, and gone to get whatever they could to bolster those 
preconceived notions, which is not my idea of a study. 

It is not my idea of a public hearing when the thing has already 
been decided, apparently has been, and we just go through the motions. 
I don’t know whether what you, Mr. Healy, have had to say here 
will ever be read by anyone or even heard by the 25 members of the 
Ways and Means Committee. 

I know this: That the questions I ask—I am holding up the hearings 
on H. R. 1 last year, two volumes of it, but I know a great deal of 
the meat of the matter was not available for this committee before 
we went into executive session, because it was material I asked to 
have supplied. I am concerned about these proceedings. If we 
in this Congress can’t provide a proper forum for our people to come 
forward and present their arguments pro and con, and have the feeling 
that their views will really be considered and that they aren’t just 
coming up here and arguing something which has already been 
decided, then we are not serving our functions. 

Mr. Healy, you mentioned on page 9 going into the sanitary 
standards effected by GATT. Who interprets, as you understand 
it, the clause ‘‘necessary to protect human, animal, or plant life or 
health” which provides a basis of this exception to provisions of 
article XX? 

Would that be the Congress’s interpretation, as you view it, or 
would that be the interpretation of GATT, or this organization, OTC? 

Mr. Heaty. It would be left to OTC if H. R. 5550 is enacted. 

Mr. Curtis. What has been the experience in the past? For in- 
stance, on the hoof-and-mouth disease, which we have had a lot of 
experience with in our negotiations with other countries, have there 
been any concrete illustrations of the interpretation of health stand- 
ards by one of these international groups as opposed to the interpre- 
tation we place upon the meaning of the language? 

Mr. Heaty. I believe with the hoof-and-mouth disease, we have 
had relatively good cooperation from our neighboring countries. 
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Mr. Curtis. That has never been a subject in our GATT agree- 
ments, or has it? 

Mr. Hearty. No, I don’t know of one. What we are primarily 
attempting to point up here in this part of the testimony is that should 
we enter into these agreements fully, the provision which would allow 
substandard products, as different from unhealthful products, to come 
into this country, when our own industry is precluded by our very 
excellent food and drug laws from producing and distributing the same 
type of material. 

Mr. Curtis. I couldn’t agree with you more, and the same philoso- 
phy applies to some of the standards set on labor conditions and [ 
might say some of the standards we set as far as corporate organiza- 
tions in our antitrust laws or fair trade laws. 

We establish a lot of standards for the way we administer our own 
society, and in my opinion, that is one reason we have this great 
domestic market. Possibly if some of these other countries started 
applying some of these standards to their own internal affairs, the 
might develop similar domestic markets and a standard of living oath 
as we have. 

However, I would be quite disturbed if the State Department, for 
example, felt that the interpretation of these clauses of what is neces- 
sary to protect human, animal, or plant life, or health, would be a 
decision that GATT or, in this instance, of the proposed bill, that 
OTC would determine. 

What we, in Congress, might feel is a very reasonable provision to 
protect health, they might feel otherwise, and they might have good 
reasons for it, because they don’t have the same attitude as we have 
toward our health matter. 

It comes down to this question I have been asking as to whether or 
not under our Trade Agreements Act, we have given authority to the 
executive branch of the Government to negotiate concerning these 
very subject matters of health provision in our trade agreements. 

Mr. Hraty. I don’t think such is the case now. 

Mr. Curtis. The Secretary of Agriculture said he didn’t think 
that they would be. I asked the Secretary of Labor whether labor 
matters would be a proper subject within the jurisdiction of the GATT 
association. He said no. I tried to ask that question throughout. 

Yet, as we come to those specific things, because they are part of 
trade, they actually, and very understandably, become the subject 
of our negotiations. 

One final thing. I have sort of been making presentations for 
possible comment. One specific question, and I would like you to 
prepare this for the record—it is a question I have asked of the others— 
as to what experience your industry has had as far as channeling its 
ideas, if they have to be complaints, or just on matters that affect 
your industry, in relation to international trade, of getting those 
ideas geared into the Board of Negotiators who attiialey do the ne- 
gotiating for us. 

We have, as I have tried to bring out in the hearings, an Executive 
order that establishes these two executive committees, but the thing 
that apparently has not been spelled out in an Executive order or 
anything else, is how information that might be presented to the 
Committee on Trade Agreements, and the Committee on Reciprocity 
Information, how that information is geared over to the Board of 
Negotiators, as I call them, who actually do the negotiating. 
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Have you experienced any difficulty or any feeling that your views 
have not been gotten across, and are not in the hands of the negotiators 
when agreements are negotiated? 

Mr. Heaty. We, of course, have availed ourselves of the oppor- 
tunity to appear before the Committee on Reciprocity Information. 
We have done so in each case where we thought the economic position 
of the American dairy farmer would be affected by what they were 
considering at that time, or what was being considered. I must 
say that we experienced no relief from having talked before them. 

Mr. Curtis. Have you any idea of whether they actually did 
anything in any een way, prepared papers or reached conclusions, 
that were reduced to writing which, in turn, were passed over to who- 
ever became the negotiators? Do you have any knowledge of the 
formal techniques they might use to pass that information over to 
the next group? 

Mr. Heaty. No, we have no knowledge of it. Of course, I think 
they do print a hearing record. 

Mr. Curtis. They have a written hearing record, but do they 
make findings, or draw conclusions, or do you know? 

= Heary. That, I do not know. I might say I have never heard 
of any. 

Mr. Curtis. Do you know whether they print up enough copies 
of the hearings and those hearings are turned over to the board of 
negotiators so that they have that available? 

Mr. Heaty. I don’t know. 

Mr. Curtis. Mr. Chairman, I would like to make the request, 
and I want to make it of all the witnesses who appear, that if this 
witness or other witnesses care to prepare a statement of what your 
experiences have been on this one particular area—having your com- 
plaints, your views, your ideas on these matters that become a part 
of the trade negotiations actually put into the hands of those who 
do the negotiating. 

Mr. Miius. Without objection, that material will be inserted at 
this point in the record, Mr. Healy. 

Mr. Heaty. All right, sir. 

(The information referred to follows:) 


STATEMENT SUBMITTED BY THE NATIONAL MILK PropucEeRS FEDERATION IN 
RESPONSE TO A Request BY Mr. Curtis, Marcu 21, 1956 


This statement relates to our experience in connection with trade agreement 
negotiations under the General Agreement on Tariffs and Trade (GATT). 

We have been reasonably satisfied with the proceedings in which we have 
appeared before the United States Tariff Commission. The proceedings were 
fairly conducted, our testimony was received with interest and understanding, 
and we believe that our views were at least taken into consideration by the 
Commission in arriving at its final decision. In the hearings under section 22 
of the Agricultural Adjustment Act on imports of dairy products, the Commission 
recognized the serious harm that would result to American dairy farmers from 
uncontrolled imports, and it recommended the use of import quotas to protect 
our domestic agricultural program. These quotas are now in effect. They are 
the only barrier that stands between us and a destructive volume of imports. 

We are unable to comment with equal favor on hearings before the Committee 
for Reciprocity Information and on hearings conducted by the State Department 
in connection with GATT negotiations. The formal procedures set up for obtain- 
ing the views of industry representatives in such hearings appear to be reasonably 
adequate. Witnesses are given an opportunity to appear and present statements 
and we assume that these statements are made available in such a manner that 
the negotiators could use them, if they desired to do so. The difficulty, as we 
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see it, is not with the procedure or the availability of testimony to the negotiators 
but in the apparent lack of concern on the part of the State Department and the 
negotiators with the probable effect of their actions on American agriculture. 

If any consideration has been given to the suggestions we have made or the 
testimony we have presented at these hearings, we have been unable to discern it 
in the results of the negotiations. Many of the suggestions we made were based 
directly on policies of Congress expressed in Federal legislation, but these sug- 
gestions reflecting the wishes of Congress have likewise been ignored. We have 
participated in the heariags because we felt we should make a sincere effort to 
present our problems through the procedures set up for that purnose, but we have 
had to do so with a sense of futility. 

The administration of the trade agreements program over the past ten years 
has not tended to inspire trust and confidence on the part of domestic industry 
and agriculture. For example, at the very beginning of the present program 
promises were made to Congress that the provisions of the ITO charter would not 
be put into effect without congressional approval. We were quite surprised to 
find that in spite of these commitments the ITO provisions were incorporated ia 
GATT and put into effect without such approval. 

The ambiguous wording of the 1948 amendment of section 22 of the AAA making 
that section subservient to the trade agreements raised further doubts. In 195!, 
Congress emphatically repudiated the 1948 amendment and ordered section 22 
applied without regard to the trade agreements. Notwithstanding this clear 
expression of congressional policy, no action has been taken by the State Depart- 
ment to amend GATT to permit our use of import controls under section 22, and 
our present use of them is now held to be a violation of that agreement. The 
weak and uncertain waiver temporarily condoning this violation is a poor excuse 
for positive action. 

GATT was extensively revised in recent negotiations. In the hearings prior 
to those negotiations, we suggested that the revised agreement should include a 
provision relative to section 22 and called to the attention of the State Depart- 
ment the policy of Congress in that respect. Neither our suggestion nor the 
policy of Congress received any consideration in the revised GATT. 

Ambiguous wording in H. R. 1, as originally introduced, would have impaired 
the effectiveness of section 22 and ratified GATT without congressional consid- 
eration of the actual terms of GATT. H. R. 5550 would in effect ratify GATT 
without consideration of its terms. Attempts have been made to secure Con- 
gressional approval of some of the GATT provisions under the guise of customs 
simplification. 

In H. R. 1 the State Department asked for authority to conduct third country 
tariff negotiations under which the United States would grant trade concessions 
to a third country in return for concessions granted by that country to Japan. 
Congress was not willing for the State Department to exercise this authority and 
struck this provision from the bill. Notwithstanding this clear expression of 
congressional policy, third country negotiations were conducted and third country 
concessions‘are now being put into effect in this country. 

One impression that we have of the trade agreement hearings is that the negoti- 
ators are dominated, in far too great a degree, by the State Department and by 
considerations of world politics and world planning. More emphasis should be 
placed on sound and practical trade, and American jobs and American markets 
should not become pawns in the uncertain game of world politics. 

Included in the suggestions which we have made at trade agreement hearings 
and which have received no consideration in the final action taken were: 

1. The suggestion mentioned above that GATT be revised to include a pro- 
vision authorizing the use of section 22 import controls in line with congressional 
policy. 

2. That the sanitary provisions of GATT be revised to permit us to require 
imports to meet the same sanitary and quality standards as those imposed on our 
own production. This is in line with the policies of Congress as set out in the 
Federal Food, Drug, and Cosmeties Act and in section 8e of the Agricultural 
Marketing Agreement Act. 

3. That the escape clause in GATT be brought into line with the provisions 
of the Trade Agreements Extension Act of 1951 to give full effect to the directive 
of Congress in that respect. 

4. That the security exceptions in GATT be amended to remove any doubt 


as to our right to protect our domestic source of supply of essential foods in 
national emergencies. 


5. That the GATT provisions which prohibit our use of two-price agricultural 
programs be eliminated or revised. 
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6. That a revision be made of the vague provisions of GATT which authorize 
retaliation against the trade of this country if the spirit of the Agreement is 
violated regardless of whether the terms of the Agreement have been breached. 

Respectfully submitted. 


Patrick B. HEaty, 
Assistant Secretary. 

Mr. Mitts. Mr. Healy, I want to take just a minute or two to ask 
you « few questions. As our chairman always points out, my ques- 
tions are solely for purposes of information. 

I wouldn’t want to indicate any preconceived notions about any- 
thing that we are hearing before this committee at any time. You 
mentioned that your organization is not only opposed to membership 
by the United States in OTC, but that your organization is opposed 
to GATT. 

Did I properly interpret your statement? 

Mr. Heaty. Yes, sir. 

Mr: Mitts. Let me ask you just a few questions about that. GATT 
went into effect in 1947, did it? 

Mr. Heaty. Yes. 

Mr. Miuus. What has been the effect, since GATT became effec- 
tive, over the years on imports of milk in condensed and evaporated 
dried form? Has there been any increase in the importation of 
condensed milk? 

Mr. Hearty. No, because we have been fairly continuously pro- 
tected, first by section 104 of the Defense Act, and, immediately after 
it was put out, by section 22 of the AAA Act. 

Mr. Miuus. You are not complaining, if I may interrupt, in your 
appearance today against GATT because there has been an increase 
in the importation of these types of milk I just referred to, or of any 
other types of milk? 

Mr. Hearty. No. We are attempting to foresee what will happen 
should this Congress recognize GATT and empower the President to 
participate in it fully and unconditionally. 

Mr. Mitts. Let’s look on the brighter side of it for a moment. 
What has happened since 1947 with respect to the exportation from 
the United States of these milk products? Do you have figures on 
that, and the percentage of production? 

Mr. Heaty. I don’t have the figures now here with me, Mr. Mills. 

Mr. Mitts. Let me ask you if these figures would be anything like 
accurate. In 1947, we exported milk products in the forms referred to 
to the extent of about 3%» percent of our total production, and in 1954, 
after GATT had been in operation for, say 7 years, we exported 8 
percent of our total production. 

Are those figures right? 

Mr. Hearty. They may be substantially correct. However, I 
would like to comment on the type of export. What was your last 
figure—1954? 

Mr. Mitts. Yes. I am comparing the same exports in 1947 and 
1954. I am led to believe that according to these figures that our 
exports of milk in condensed, evaporated or dried form has gone up, 
and you have just said that our imports of milk in those forms has not 
gone up, but remain constant under the quota limitation. 

What I am trying to get at is this: What does the milk industry have 
to complain about in that situation? 
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Mr. Hearty. First of all, Mr. Mills, I don’t believe that these 1954 
exports are commercial exports. I think that perhaps largely they are 
Government relief feeding programs operated through welfare and 
relief agencies, American welfare and relief agencies, operating abroad, 
and subpriced sales. For instance, I recall one of dry milk which mar- 
kets here in this country for 16 cents a pound. 

There was a huge sale to some quasi-official agency in Japan for 2 
cents a pound. The powder was to be used in their school lunch 
program. 

Mr. Mutts. I wonder if the dairy farmers in Wisconsin and Michi- 
gan or Arkansas know the difference? 

Mr. Huaty. The difference? 

Mr. Mitts. That is, this point we are quibbling about now, whether 
it is commercial or not. 

Mr. Heaty. Yes, sir, we have made it a special point to tell them of 
that difference. 

Mr. Mitts. What have you told them are the percents of our pro- 
duction in the United States that are exported abroad commercially, 
then? 

Mr. Heaty. As to an actual number, I can’t give it to you just 
now, Mr. Mills. 

Mr. Mitts. Is it more than it was in 1947, or less? 

Mr. Heaty. I would think that it would be about as it was. The 
United States is not a big dairy exporting nation. It does not have 
that history, except during the Second World War, and during the 
Korean incident, and immediately after those two events. During 
these periods we gave away and sold on a very low price basis sub- 
stantial quantities of dairy products. If you accept your export 
figures from shiploading reports, then I think that perhaps it is true 
that we can say that while GATT was in existence, exports increased, 
but I think that this was purely coincidental and in no way attri- 
butable to GATT. 

Mr. Mitts. Not a bit? 

Mr. Hnmaty. No, sir. 

Mr. Miuus. GATT hasn’t stimulated any of these exports, then? 

Mr. Heaty. No, sir. 

Mr. Mitus. Let me ask you this: Under GATT, did we obtain 
any concessions in tariff rates of foreign countries on these milk 
products? 

Mr. Heaty. I don’t recall them. 

Mr. Mitts. Let me give you some facts, and let you check them to 
see whether they are facts or not. In the General Agreements on 
Tariffs and Trade, it is my understanding that foreign tariff rates were 
reduced in 16 instances, and that foreign tariff rates were bound in 
12 additional instances—I am talking about 28 countries—so it would 
appear that we did obtain some concessions, if those figures are correct, 
and that those concessions might have had something to do with the 
material increase in the amount of milk that we have exported. 

What I am trying to do is to find the basis, if I may, for the legiti- 
macy of your objection and what your objection is to GATT. It 
just appears to me if there has been this remarkable change during 
the lifetime of GATT, that at least your industry ought to favor it. 
Some of the other industries might not, 

Mr. Heaty. Of course, while we do have these surpluses here, we 
appreciate having milk deficit areas in the world to which our govern- 
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ment is willing to give these surpluses, but I don’t believe that GATT 
had one thing to do with increasing our exports of milk from this 
country because, as I pointed out in my testimony here, butter, which 
is a principal dairy product, wholesales in this country, in New York, 
a port, for 58% cents per pound. 

The Government has been offering butter on unlimited export sales 
for 41 cents a pound, and cannot sell it. ‘They have sold some limited 
quantities of it for about 35 to 39 cents a pound, so I think that any 
tariff concessions which could be made in any country abroad or any 
concessions which we could obtain through GATT in any country 
would certainly have to be far greater than we could ever hope for to 
make it profitable for us to export 58-cent butter into a 35-cent market. 
It just won’t work. 

as Mutus. I didn’t mention butter, but I did talk about dried 
milk. 

Mr. Hearty. The same is generally true of milk powder, cheese, and 
evaporated milk. 

» Mr. Mutts. I just couldn’t imagine GATT not having some effect 
upon this increase in the exports from some $20 million to $40 million 
during the 7 years that GATT has been in effect. I was in hopes may- 
be it had had some effect. 

Mr. Heaty. No, sir, I am quite sure it did not. 

Mr. Mitts. It has done so many bad things, according to the 
testimony, I was hoping I would find some good things. 

Mr. Heaty. I am afraid you couldn’t find it. 

Mr. Mirus. You have your mind made up. 

Mr. Heaty. I just know that most of this export in the last number 
of years has been giveaway or practically giveaway, even when some 
of it was listed as sales. 

Mr. Mitts. Are you suggesting, therefore, that it is in the dairy 
industry’s best interests for us to discontinue this program that brings 
about these surpluses that requires some disposition to be made of 
these surpluses? 

Mr. Heaty. No, sir. 

Mr. Miuus. You are not? 

Mr. Heaty. No, sir. 

Mr. Mitts. Then does it make much difference to the fellow who 
is reaping the benefit under the program whether the Government 
sells it or whether the Government disposes of it through some wise 
course of action other than for sale? 

Mr. Heaty. My organization is the chief proponent in the dairy 
industry of the price support programs 

Mr. Mitts. I don’t want to disillusion you. I am as big a pro- 
ponent of it as you are, but I don’t want us to quibble about whether 
we have sold something or whether we have taken some other course 
of action to get rid of the surplus under another program. 

Still we produced more milk for export in 1954 by far than we did 
in 1947. I am having difficulty in understanding why you are 
opposed to GATT if those things could happen while GATT was in 
existence. 

Mr. Mason. Mr. Chairman 

Mr. Mitts. I have asked the questions of him, if I may get his 
answef: 
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Mr. Hearty. Mr. Mills, I have tried to answer your question. 
GATT did not provide markets, 

Mr. Miuts. It is a puzzling proposition. I know it is. 

Mr. Heaty. I just think that GATT had absolutely nothing to 
offer in promoting export of dairy products and had no effeet.on it 
whatsoever, because exports were largely giveaway. 

For instance, the church welfare agencies in this country have 
shipped millions and millions of pounds of butter. 

Mr. Miuus. Did they buy it? 

Mr. Hewaty. No, sir. It was given to them by the Commodity 
Credit Corporation. They shipped it abroad and reclaimed their 
freight from the Foreign Operations Administration, and later the 
ICA, and distributed it abroad. Those are all exports, but certainly 
GATT had nothing to do with that. 

Mr. Miuts. At least GATT didn’t provide any further method for 
raising barriers against them taking what we have given them, 
did it? 

Mr. Heaty. No, sir. 

Mr. Mason. Mr. Chairman, are you through? 

Mr. Mutts. I am not through, but I will yield. 

Mr. Mason. The difference, as I see it, between our chairman and 
our witness is that our chairman would like to claim for GATT this 
doubling of our exports of dairy products, while our witness is trying 
to point out the fact that this doubling of our exports of dairy products 
is not due to GATT, but in spite of GATT, and is due to the fact that 
we have been givin, , or practically giving away about half of our 
exports of dairy products in the last several years. 

Mr. Mutts. Mr. Healy, I think my good friend is trying to put 
words in your mouth and mine, too. We were trying to find out the 
facts, weren’t we? I thought we were trying to find out the facts. 

Mr. Huaty. Yes, sir. 

Mr. Mitts. Some objection has been raised to our program as it 
now exists of lowering our own tariffs and that other countries have 
raised restrictions that have nullified the benefits that we have re- 
ceived under those arrangements. 

If it is a fact that the dairy industry has obtained concessions either 
in the way of lower foreign duties or the freezing of some foreign duties 
from some 28 countries, and since it seems quite evident that our sec- 
tion 22 waiver is valid under GATT, and I am sure will continue to be 
valid under OTC, if it takes action by the Congress to insure its valid- 
ity, since that is the case, would it not then profit the milk industr 
if we had some organization to see that the actions taken under GAT 
were carried out by these foreign countries granting these concessions 
and eliminating these restrictions? 

Mr. Heaty. | think heretofore I said that it will take considerably 
more than just tariff concessions to make 58-cent butter salable in a 
world market at 35 cents. I cannot see where GATT can do us any 
good, and certainly I can see that we are faced, we with this dollar 
market into which commodities, dairy products, specifically, can be 
sold, with the prospect of serious harm, I cannot see any good through 
concessions in tariffs, or licenses, or exchange rates that can be gained 
for us through GATT. 

Mr. Mitus. Are you saying that 58-cent butter is just too igh to 
be sold anywhere throughout the world? 





ORGANIZATION FOR TRADE COOPERATION 235 


Mr. Heaty. Yes, sir, with present world prices at about 35-39 cents. 

Mr. Mitts. What are we going to do about that, Mr. Healy? 

Mr. Heaty. There is very little that we can do about it unless we 
are willing to lower our standard of living and wage rates to those of 
the rest of the world. 

Mr. Mitts. We are not willing to do that, so, in other words, we 
will have to forego any rts of butter in your opinion? 

Mr. Heaty. Mr. Mills, a Laneiend a minute ago to tell yeu something. 
We are the chief proponents of this price support program, but the 
program in which we are most interested for the dairy farmers of this 
country is what we call our self-help plan. We have had that intro- 
duced in both Houses of the Congress. 

It is a plan under which we ourselves will finance the handling of this 
surplus. We, as dairy farmers, are willing to buy whatever surplus 
there is, given this legislation which will allow us to do it, and give it 
away in this country first, and in export. So believing in that, and 
asking for the opportunity to do it, we certainly don’t mind advocat- 
ing the present support programs until we get that opportunity. 

r. Miuus. Mr. Healy, 1 want you to know that I have enjoyed 
this colloquy very much, and if there are no further questions, we 
thank you very much. 

Mr. Curtis. Mr. Chairman? 

Mr. Miuus. Mr. Curtis of Missouri. 

Mr. Curtis. Have there been any provisions that you know that 
affect your industry in GATT in the case of dumping? 

Mr. Hearty. The State Department has objected to low price 
foreign sales programs aimed at reducing surpluses. 

Mr. Curtis. In your judgment, under the jurisdiction that seems 
to be spelled out for GATT, could there be a provision against export, 
for example, of American products that would run afoul of what would 
be called anti-dumping provisions? 

Mr. Heaty. Yes. If, as has been pointed out here by some mem- 
ber of the committee, since there is no restriction on the amending of 
GATT, certainly almost any provisions could be written into it. 

Mr. Curtis. However, as far as you know, you have not run into 
that problem to date? 

Mr. Hearty. Not as a direct complaint from GATT nations, I 
would say; no. At least I have no knowledge of it. But we have 
heard from the State Department. 

Mr. Curtis. I am just limiting myself to GATT. 

Mr. Mirus. Mr. Healy, there was one further question I overlooked 
asking you. So often it is said here, and elsewhere, and it is under- 
standable why, that agriculture might go along with a ppeeatiate 
of the major farm organizations have—of attempting to promote 
greater trade between “a United States and foreign countries because 
of the fact that iculture is protected from the importation of 
eer items Pa ugh section 22 of the Agricultural Adjustment 

ct. 

Let me ask you, does your organization consider that that provision 
for quotas was written by Congress as a device to protect the farmer 
from imports? 

Mr. Heaty. Yes, sir. And to protect any domestic agricultural 
programs that the Congress might write. 
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Mr. Mitts. Wasn’t that the primary purpose, to protect a program 
which we had written into effect calling upon the Government to 
support through outlays of funds a certain commodity, and to prevent 
the Government from having to use funds to support the price of 
competing imported products? 

Mr. Heaty. Yes, sir. 

Mr. Mitus. Wasn’t that the primary reason? 

Mr. Heaty. Yes, sir. 

Mr. Mitts. I often resent having the farmer charged with this 
device, when actually it was not recommended by farm people. It was 
instituted by the Congress as a device for a protective program, 
wasn’t it? 

Mr. Hzaty. I think it has two interlocking purposes; one, to protect 
the programs which protect the farmer. 

r. Mitus. It wouldn’t protect the farmer any to have a lot of 
things imported if the Government was supporting his price of 90 
percent, would it? It would just mean more going into the Govern- 
ment warehouses, wouldn’t it? 

Mr. Heaty. That is right. If we supported prices at 90 percent, 
and opened our gates to the world production, certainly we couldn’t 
and wouldn’t continue to support prices at 90 percent for very long. 

Mr. Mitts. We couldn’t support the world indefinitely. 

Mr. Hearty. That is right. 

Mr. Mitts. That is the purpose of the provision as I have always 
understood it. 

Thank you very much for your appearance and the information you 
have given the committee. 


The next witness is Mr. Edward W. Wootton. Come forward, 
please, Mr. Wootton, and give your name, address and the purpose of 
your appearance for the benefit of the record, sir. 


STATEMENT OF EDWARD W. WOOTTON, WASHINGTON REPRE- 
SENTATIVE, WINE INSTITUTE 


Mr. Wootton. My name is Edward W. Wootton. I am the 
Washington representative of the Wine Institute, with offices at 
Room 1100, National Press Building, Washington, D. C. 

Wine Institute is the trade association for the California wine 
industry and has its principal offices at 717 Market Street, San 
Francisco. 

The United States wine industry has a serious stake in the foreign 
trade policy of the United States. In previous hearings, last year and 
earlier, we gave the committee a great deal of information about 
ourselves and with regard to the problem of competitive imports. 
To conserve the committee’s time, therefore, we should like to omit 
those facts from our statement here, and stick to the issues raised by 
this bill in so far as they seem to relate to our own industry. 

We shall try to give the committee a brief picture of the type of 
law we have been operating under for over 20 years, and then compare 
that with the type of law that we would have to operate under if 
H. R. 5550 were enacted. We believe that the differences will show 
themselves to be so fundamental that the committee will agree that 
it should withhold its approval of this bill. 
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The United States wine industry operates under two basic Federal 
laws—both of which originated with this committee. One law is the 
Federal Alcohol Administration Act of 1935. The other is what we, 
in the trade, call the New Federal Wine Law, which was made part 
of the 1954 Internal Revenue Code. 

These two laws work in conjunction with each other. They 
constitute an extraordinarily full exercise by Congress of its constitu- 
tional authority over both revenue and commerce. Under these laws 
our production, distribution and merchandising are controlled right 
down to the point where our products reach the retailer. 

Under authority delegated by the Congress, the Treasury Depart- 
ment, through the Internal Revenue Service, exercises the broadest 
powers (1) both in the quasi-legislative sense, by writing regulations 
that have the force and effect of law; and (2) in the quasi-judicial 
sense, by enforcing, through administrative proceedings against our 
basic permits, not only the law itself but also the regulations they 
have written under it and the interpretations they have made. 

Despite all this power in an agency of the executive branch of the 
Government, these laws are, nevertheless, fairlaws. They are written 
so that, to the best of my knowledge, there is no instance in which the 
Internal Revenue Service can exercise any arbitrary power whatsoever, 
either in writing regulations, or in making interpretations, or in under- 
taking administrative proceedings against individuals. In every in- 
stance where administrative discretion has been allowed, the law 
provides specific limits within which this discretion must be exercised ; 
within these limits the objectives to be accomplished have been care- 
fully laid out so that the validity of the administrative agency’s 
decisions, whether they be of a legislative nature or a judicial nature, 
can always be tested by men other than themselves. 

In the event there is any disagreement as to the propriety of the 
agency’s actions, or in the event that any person feels himself ag- 
grieved in a manner he thinks the law does not cover, he may appeal 
to the Federal courts for adjudication. 

I personally had the privilege of participating in the drafting 
conferences on the new Federal wine law before it was presented to 
this committee. While there were many points that had to be fully 
discussed in order to reconcile differences of opinion, I can recollect 
no single instance in which the representatives of the Internal Revenue 
Service or the Treasury Department maintained that they needed in 
the statutes a grant of arbitrary power in order for them to be able to 
exercise effective power. 

In other words, both industry and government were in accord on 
the basic principles governing the delegation of congressional authority 
and the exercise of power in accordance with due process—the real 
basis of the great body of Federal administrative law that has grown 
up in the last generation or so. 

Now, that is the type of legislation that we have been used to. We 
also feel that it is the type of legislation to which this committee is 
accustomed, and that this committee is fully conscious of the extreme 
dangers involved in undue delegation of uncontrolled authority, and in 
permitting the decisions of men as men, no matter how well-inten- 
tioned, to be unguided and unbound by law. 

The OTC-GATT proposal is so completely different from our own 
experience that we find it difficult to comprehend. Documents 
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recently published by the State Department and the Commerce 
Department give the “general impression that GATT is just a “con- 
tract,” and that OTC is just a friendly debating society. 

But the fact is that GATT is really in the nature of a law, and OTC, 
acting in a judicial capacity, has the power to enforce it. This follows 
from Article 14 of OTC, which contains sanctions. 

Article 14 provides that OTC can hear claims by one member 
government that another member government has nullified or im- 
paired benefits accruing to the plaintiff under GATT, or charges that 
any objective of GATT is being impeded. 

If OTC believes the offending government is guilty, then OTC may 
authorize the suspension of concessions or other obligations the injured 
government may have conferred in favor of the offending government. 
This OTC action is taken by majority vote, each member government 
having one vote. 

It seems to us that GATT is really a law and OTC a judicial body. 
The sanctions are economic rather than penal, but that does not get 
around the fact that OTC has power to enforce its decisions. The 
effect of the exercise of this power will be discussed in a little more 
detail towards the end of our statement. 

Now, from what source does GATT, as a law, derive its existence? 
It is written by our State Department in conjunction with such other 
member governments of GATT as may agree with the State Depart- 
ment as to what provisions it should contain. There is no doubt that 
the State Department is thus exercising quasi-legislative functions. 

For example, GATT contains in article XI a provision foreswear- 
ing the use of quotas by our Government; the fact that the State 
Department obtained a “waiver” from this prohibition in favor of 
section 22 of the Agricultural Adjustment Act doesn’t alter the fact 
that it is clearly exercising a legislative function. 

The State Department has been specifically granted no quasi- 
legislative authority by the Congress. The claim that the general 
language of the Reciprocal Trade Agreements Act authorizes quasi- 
legislative action seems very doubtful, at least so far as the quota 
prohibition is concerned, because the “escape clause”’ provisions of 
that same act clearly authorize the use of quotas to prevent injury to 
home-production industries. Further, at least so far as our own 
experience goes, Congress has never delegated legislative functions 
without being pretty specific about it, and from that fact alone we 
rather doubt that Congress intended any legislative delegation here. 

If the State Department is correct in its claim of delegated power, 
then it also has the power to amend GATT in the future, by the 
same process of merely securing foreign governments to agree with it. 

It is true that Congress can always pass laws in conflict with what- 
ever the present or future position of the State Department may be. 
But this is not an easy thing todo. For one thing, the United States 
is not accustomed to going back on its word. For another, the eco- 
nomic sanctions authorized in OTC make it extremely difficult to do 
as a practical matter. 

There is no question that OTC is a quasi-judicial body. This has 
been conceded by the Secretary of State. 

OTC can make decisions interpreting and applying the terms of 
GATT either as now written or as amended in the future, and can 
enforce its decisions through sanctions; and it cannot be assumed 
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that the United States, with only one vote, will always be able to 
command a majority of the votes in this body. 

We are concerned, for example, with the future application of 
paragraph 6 of article LX of GATT. This reads in part: 

The contracting parties shall cooperate with each other with a view to pre- 
venting the use of trade names in such manner as to misrepresent the true origin 
of a product, to the detriment of such distinctive regional or georgraphical names 
of products of the territory of a contracting party as are protected-by its legislation. 

The wine regulations under the Federal Alcohol Administration 
Act specifically afford full protection to hundreds of foreign wine 
names which are distinctive regional or geographical names of prod- 
ucts abroad, and provide that these names may not be used on wines 
not coming from these regions. 

There are, however, a few specifically recognized exceptions to 
this rule, such as ‘‘“New York State Champagne,” “Ohio Sauterne”’ 
and “California Burgundy.” These latter terms have been used 
for over 100 years and have actually become a part of the English 
language. They are used to describe certain taste characteristics of 
the particular style or kind of wine, and for no other purpse. 

They have been recognized by Federal administrative agencies for 
at least 50 years. So far as I know, there is no other way of describing 
these taste characteristics in the English language. American im- 
porters here, and our government agencies, understand this situation 
and,-so far as we know, have no desire to make any changes. 

With OTC in the picture, however, a different situation might arise. 
European producers who are not at home in the English language 
find it difficult to understand that these terms in English do not 
mean the same thing as they do to them in their own language. If 
a majority of the members of OTC should agree with the foreign pro- 
dueers and disagree with us, the United States would be in violation, 
and the executive branch of the government would be ound to do 
something about it, and the regulations could be changed. 

We would, of course, object on the historical grounds I have de- 
scribed, but we would be met by the argument that the OTC decision, 
which had been authorized by Congress, now made past precedents 
inapplicable, and that a completely fresh start must be made. 

This argument on behalf of the government might very well prevail 
in the courts. It is our understanding that the courts have, on 
oceasion;- sustained international executive agreements as having the 
force and effect of internal law, even though such agreements had 
never been submitted to Congress, either as a treaty or for approval 
by a majority of both Houses. This matter has been discussed in the 
Senate, and I understand that a committee of the American Bar 
Association is working on the problem. 

TI do not wish to labor this point, but I do think it must demonstrate 
to the committee that OTC-GATT has a great deal more significance 
than is apparent on the surface. The fact that the State Department 
has quasi-legislative powers to further amend GATT, makes its 
further possibilities alarming. 

We espectfully suggest that the committee might wish to inquire 
as to the possible effects of article [X in other fields than wine. 

OTC employs economic sanctions by authorizing other countries 
to withdraw trade concessions previously given to an offending 
country. Employed against the United States, this is not going to 
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hurt the United States Government, as such, but it does endanger all 
our export industries. 

Time and again representatives of export industries have appeared 
before this committee bitterly opposing any improvement sought in 
the law for protection of American home-production industries. 
This was not doctrinaire enthusiasm for free trade on their part. 
They were fighting for their existence, just as much as the home- 

roduction industries were for their own. It is not a pretty picture 
or one American industry to be trampling on another in order to save 
its own skin, but this battle will last so long as this type of interna- 
tional economic sanction is allowed to exist. 

When the watch decision was announced, the Swiss Government 
threatened to withdraw its tobacco concessions. As a result, in the 
congressional campaign of 1954, the voters on the Eastern Shore of 
Maryland were hotly debating the pros and cons of the condition of 
the watch industry in Illinois. 

The debate may have been interesting, but it certainly didn’t con- 
tribute to the orderly processes of government. Switzerland, so far 
as we know, has no home tobacco industry to protect. The United 
States was rightfully exercising its rights under the ‘‘escape clause’’ 
to protect the watch industry and we could never understand why a 
penalty should follow upon the exercise of that right. 

When the State Department held hearings asking for suggestions 
for amendments to GATT in the fall of 1954, we suggested to them 
they should try and get the agreement amended so that no penalties 
would follow from the proper and necessary exercise of the “escape 
clause” provision. Our suggestion was simply that each contracting 
party should agree to give a fair competitive status in its own markets 
to the products of the other parties through its own internal legisla- 
tion—excepting only protection of home industry against serious 
injury, and such measures as might be necessary to protect national 
security, currency or revenue. 

The text of our proposal and summary of its intended effect is 
attached as appendix A. Could that be made a part of the record? 

Mr. Mitts. Without objection, it will be included in the record 
at this point. 

(The appendix A referred to follows:) 


APPENDIX A 


(Excerpts from statement of Edward W. Wootton for Wine Institute before the 
Department of State, September 15, 1954) 


Vv. SUGGESTED AMENDMENT TO GATT 


If GATT is to be continued, we believe it should be amended by inserting in 
it a basic policy provision that each contracting party would apply in its own 
internal legislation and which would be self-operating. 

We should like to suggest consideration of a new GATT article along the 
following lines: 

ARTICLE BLANK 


1. Each contracting party agrees, through its own appropriate legislative 
or administrative action, to accord a fair competitive status in its own 
internal markets to the products of the other contracting parties. Such 
fair competitive status shall be deemed to exist in the authorization of entr 
and sale of imported products to the maximum extent consistent with oath 
legislative or administrative determinations, made in good faith, as may 
appear to each contracting party to be necessary to prevent or to remedy 
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any materially adverse effect upon its own domestic industry, agriculture 
or labor, arising from the importation and sale of competitive products. 

2. Each contracting party agrees to accord to the nationals of the other 
contracting parties the same right of access and participation, in the formula- 
tion of administrative or judicial determinations under paragraph 1, that it 
accords to its own nationals. 

3. The provisions of this article shall not apply to measures taken in good 
faith by any contracting party for any of the following purposes: (i) measures 
taken in defense of the national security; (ii) measures taken to protect the 
national currency, or to protect the national financial reserves; or (iii) meas- 
ures taken to maintain the national revenue through imposition of duties, 
to the extent that other methods of maintaining the revenue are deemed 
impractical. In cases where measures are taken under this paragraph by 
any contracting party, such contracting party shall advise the other con- 
tracting parties as to the necessity for the measures and shall, if possible, 
give reasonable notice before putting the measures into effect. 


* * * * * * « 


This proposal would be intended to have, and we believe would have, the fol- 
lowing effects: 

(a) It would make possible the elimination of all tariff restrictions other than 
a falling into the recognized legitimate field of control of inflow of imported 
products. 

(b) It would eliminate the bargaining concept in the present GATT, which 
requires elaborate intergovernmental negotiations in order to get rid of unneces- 
sary tariffs. 

(c) It would tend to eliminate the present fear of any contracting party that, 
should it exercise its regognized legitimate tariff rights, it may be subject to 
retaliation, either economically or politically. This is a serious defect in the 
present article XIX which provides that, where such a legitimate right is exer- 
cised, another nation may make a compensating adjustment even though this 


compensating adjustment may fall into the illegitimate or unnecessary tariff 
category. 


(d) It eliminates the necessity of any government being the commercial advo- 
cate for its own producers and exporters, as is oe under the present system. 


Any government could, of course, continue to a commercial advocate if it 
wished to do so, but it would not be a necessity. The proposal to give foreign 
traders themselves the same access to administrative agencies and judicial tri- 
bunals that is accorded by each country to its own nationals will enable them to 
fight their own battles on a fair and equal basis. The present system of requiring 
governmental negotiation seems to be tending to force all the contracting govern- 
ments into state trading, even though the idea of state trading is repugnant 
to their own economic concepts and to their own notions of the proper relationship 
of government and business. 

(e) It would eliminate the necessity of any government having to sit in judgment 
between the conflicting interests of its own people so far as export and import 
problems are concerned—an inherent defect of the present system of negotiation. 

(f) It would eliminate governmental use of trade problems as a makeweight 
in diplomatic or international political negotiations, and so leave trade to the 
traders where it properly belongs. 

(g) It would cover automatically all types of tariff restrictions, including duty 
rates, quantitative restrictions and tariff classifications. In this connection, we 
should like to suggest that article XI of the present GATT, providing for general 
elimination of quantitative restrictions, was a mistake and should be eliminated. 
The quota, properly and fairly applied in accordance with the principles laid down 
in the above proposed new article, is, in some cases, the only way to control the 
admission of certain types of goods without putting on them a prohibitory duty 
amounting toanembargo. For example, some goods from countries having a very 
low standard of living could very well be admitted in reasonable quantities into 
higher living standard countries under a quota limitation and without any special 
duty requirements. If the quota concept is prohibited, however, and if duties are 
the only method of control left, then the duties have to be made extremely high in 
order to prevent injury to home industry and these high duties would have to 
apply to all the articles involved regardless of their quantity. Whatever may have 
been the original reasons for the present article XI, we think that the proposed new 
Article would insure quotas being used only in a fair and legitimate manner. 
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(h) It would provide means of obtaining the same stability in foreign trade that 
a domestic trader now gets in planning his production and sales for his home 
market. For example, in busines in this country, it is necessary to take into 
consideration Federal and State tax laws and their interpretations by the courts, 
and also Federal and State regulatory requirements of the business is one subject 
to regulation. Administrative agencies and judicial tribunals apply the principles 
of stare dedisis and de minimis to insure predictability of interpretation and 
decision, and to avoid unnecessary and useless argument. This minimum stability 
is usually all that the trader asks for from any government, and he relies on himself 
to form a judgment on whether his product and its price will have a profitable 
market. If you go much beyond this point, you start getting into the field of 
government-guaranteed markets, which is generally considered the exceptional 
rather than the ordinary way of doing business. 

It will be noted that the proposed language allows some leeway to each con- 
tracting party to handle its own internal legislation, so long as it is promulgated 
in good faith in accordance with the stated principle. It seems to us that, at this 
time, it is necessary to approach the matter from this point of view. The ecomomy 
of each nation involved is different. With a disparity of living levels among these 
nations, each one has somewhat different problems in relation to the group than 
any other. Economic customs, and habits of thought, are different in each of 
these countries. Their concepts of the relationship of government and business 
vary considerably. It seems to us it would be unwise at this time to try and write 
a more detailed set of principles, in the nature of uniform foreign trade legislation 
applicable, without exception, to each of the countries involved. 


VI. CONCLUSION 


The proposal we have made above represents an attempt to arrive at something 
that is practical and workable. The problem is approached as a matter of admin- 
istrative law, rather than as an attempt to provide an absolute economic answer 
to every problem that mav arise in international trade. 

It is neither high tariff nor low tariff. It is not ‘‘protectionist.’’ It is not “free 
trade.”” People who were “brought up high tariff’’ would probably agree that it 
provides for a reasonable amount of protection under circumstances where 
protection seems entirely legitimate. People who were “brought up low ‘tasiff’’ 
would probably agree that it comes close to providing what you might call “parcti- 
eal free trade.”’ 

In either case, it should tend toward elimination of the constant embroilments, 
and charges and counter charges, that have hindered arrival at a fair, reasonable, 
and practical foreign trade policy. 

We hope that this proposal may be of some assistance to the Department of 
State, and that it can be given serious consideration before the meeting of GATT 
at Geneva in November. 

We appreciate very much the opportunity you have afforded us to appear and 
present our views. 


Mr. Woorrton. The point of our proposal was that it would have 
eliminated penalties for escape-clause action and, in the nature of a 
treaty, would have been self-operating within each country. 

So long as OTC-GATT contains sanctions that operate against 
individual American export industries, we do not see how it can be a 
satisfactory document to serve as permanent foreign trade policy for 
this country. 

OTC-GATT, coupled with the fact that Tariff Commission findings 
in “escape clause’ cases are not binding on the executive betinch, 
places in the State Department the largest accumulation of uncon- 
trolled and undelegated power that has ever been given to a Govern- 
ment agency in this country in peacetime since NRA. 

The State Department writes the “law’’; it participates in its inter- 
pretation and decisions under it; it dispenses privileges and penalties 
to various American industries as it sees fit; no private person has 
authorized access to it for any purpose; in dealings with foreign 
countries it may be the advocate or the opponent of American 
industries, as it chooses. 
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In all these vast activities, there is no vestige of law whatsoever 
guiding the State Department in its conduct; there are no standards 
to which it must adhere; there is no provision for a review of its actions: 
it is accountable to no one. 

We strongly urge that the committee withhold its approval of 
H. R. 5550. 

We also respectfully suggest that this committee consider writing 
permanent foreign-trade legislation that will be equally fair to 
American exporters, American home-production industries and 
American importers, and so lay a basis for obtaining from foreign 
countries the same measures of fair competitive trade that we are 
willing to accord them here in our own markets. 

We appreciate very much the opportunity of being heard before 
this committee. 

Mr. Miuus. Are there questions? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I have certainly appreciated your fine statement. 

You may have heard the previous question which I have been 
directing to other witnesses on the line of your experience, if any, in 
trying to process your ideas and views through the Committee on 
Trade Agreements or the Committee on Reciprocity Information. 

Have you had any complaints on processing your ideas through the 
Executive committees to the Board of negotiation? If you have any 
experience along that line, 1 would appreciate a statement being 
prepared for the record. 

Mr. Woorron. Our experience has been rather limited, sir, but | 
will give you a brief statement of what it has been. 

Mr. Curtis. Thank you. 

(The statement referred to follows:) 


Wine Instirute, 
San Francisco 3, March 16, 1956. 
Ref.: H. R. 5550. 
Hon. Tuomas B. Curtis, 
House Office Building, Washington, D. C. 

Dear Mr. Curtis: This letter is submitted for the record in accordance with 
your request during my testimony of March 5. 

Our experience with regard to trade agreement procedure has been rather 
limited. With one exception, all our objections to past tariff reductions before 
the Committee for Reciprocity Information were overruled prior to 1955. The 
single exception was in the case of one item to which we objected because the 
agreement was to be made with Italy which was not the principal supplier; the 
final result was that the negotiators worded the reduction so that the item was 
given a special description which made it apply only to shipments from Italy. 

In all other cases, we were unsuccessful, although in justice I must state that 
(until the definition of “industry” was amended in 1955) the negotiators may 
have concluded that there was no legal injury because we showed no injury across 
the board to the whole industry but only injury or threat of injury to a particular 
segment or segments of the industry. It should be emphasized, however, that 
once the matter was submitted to the Committee for Reciprocity Information, 
there was no way of telling how much attention was given to our evidence, what 
the reasons were for rejection, nor (if our evidence had, for some reason or another, 
not been properly presented) was there any opportunity to present additional 
evidence that might have led to a different conclusion. 

In the Fall of 1955, we presented evidence both to the Tariff Commission and 
to the Committee for Reciprocity Information showing that injury had already 
actually occurred to the premium table wine segment of our industry, by reason 
of an increasing quantity of very low priced foreign table wines. This presenta- 
tion was based on the amendments made by Congress in 1955. 





244 ORGANIZATION FOR TRADE COOPERATION 


Negotiations are now going on at Geneva. If the further reductions to which 
we objected are not made, it may be for the reason that our evidence was adequate, 
or it may be for the reason that the interested foreign countries thought they 
already had sufficient reductions through past agreements and chose to bargain 
on items other than wine. On the other hand, if further reductions are made, 
then it would have to be assumed that someone along the line thought our evidence 
was inadeq''ate, but there will be no way of finding out unless some administrative 
official is willing to discuss the matter on an informal basis. 

Sincerely yours, 
Epwarp W. Woorrton. 

Mr. Mitts. I noticed that on page 4 of your statement you referred 
to the Swiss watches. You do not refer to that as an action taken 
under the escape clause in connection with GATT, do you? 

Mr. Woorrton. It was in the bilateral trade agreement with Switzer- 
land so that, technically, it was not under GATT, but it is my under- 
standing that the escape clause under that agreement was the same 
as that in GATT. 

Mr. Mitts. I wanted the record to indicate that Switzerland is 
not a member of GATT. 

Mr. Woorton. That is correct, but the provisions of the trade 
agreement were substantially the same. 

Mr. Mitts. Is not what you are describing there what always 
happens when you have situations of world trade and one country 
takes action to decrease the amount of imports from a country? 

The other country is bound to take retaliatory action. You have 
described the perfect case, have you not? 

Mr. Woorron. I do not see why the agreements have to be set up 
in such a manner so that, if a legitimate right is exercised and every- 
body agrees that it is a legitimate right, if that is exercised by one 
country, I cannot see why they should be penalized for doing that. 

I think that the Swiss withdrew from their tobacco threats but 
asked for negotiation on some 6 or 9 items. 

Mr. Mitts. I am not commending anyone for what they did. I 
am calling attention to a perfect case of a country being subjected to 
the retaliatory action taken by another country. That will invari- 
ably happen; will it not? 

Mr. Woorron. That is right. 

Mr. Mitts. I am very much intrigued by the last paragraph of your 
statement. I think that you have put your finger on something of 
great magnitude, and I hope that the committee will consider it to a 
great extent. 

You want us to write a foreign trade policy. 

Mr. Woorron. I should very much like to see that, sir. 

Mr. Miuus. Would you, for my benefit and in just a very few min- 
utes, name some cornerstones upon which we ought to base such 
policy legislatively? 

Mr. Woorron. I think you will find something on that if you will 
look in the appendix, sir. 

Mr. Mutts. I have not had time to read that. 

Mr. Woorvron. On the first page of the appendix, you will find the 
statement of general principle which does seem to me could be applied 
here. 

Mr. Mitts. Will you just give me the benefit of your own knowledge 
of this because I have not had time to read it. Tell me some of the 
cornerstones that you would advise us to use in writing permanent 
foreign-trade legislation. 
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Mr. Woorron. Well, legislation which provided that imports could 
come in without restriction, provided they did not get in in such quan- 
tities that they would seriously hurt American industry. 

Mr. Miuus. Would you write quotas into it? 

Mr. Woorron. It can be handled either by tariff or quota, or a 
combination, or what is called tariff quota. 

Mr. Miuuis. How would you carry out such a program? 

Mr. Woorron. I think the bill that Mr. Scudder introduced last 
session, which would have authorized under principles like this, the 
Tariff Commission to make the necessary up and down adjustments 
on the applications of all interested parties, would be good. 

Mr. Miuus. Would the other country be consulted or would we tell 
them, “‘We are minding our business and you mind yours?”’. 

Mr. Woorron. On these proceedings? 

Mr. Miits. Yes. 

Mr. Woorron. I think the American importers and their foreign 
principals should be allowed to come in and make their case. 

Mr. Mitts. Regardless of what retaliatory measures the other 
country might take against us for what we do? 

Mr. Woorron. If you write legislation like that, sir, I think the 
next step after that would be to ask the State Department to have the 
other countries agree that they would accord us or our goods similar 
treatment over there. 

If that was not possible, you could always make the application of 
that law to foreign goods coming in here contingent on their having 
adopted similar treatment for us. 

Mr. Mitus. Would you let us be a member of some organization 
like OTC, to see that they were carrying out their end of the bargain? 

Mr. Woorron. I don’t think that is necessary at all. 

Mr. Miuuis. You would trust them, in other words? 

Mr. Woorron. I don’t see how you can enforce an international 
agreement except on the other fellow’s word. 

Mr. Mitts. That is fine. 

Do you feel thoroughly convinced that all the foreign countries have 
fully lived up to all their commitments under the reciprocal trade 
agreements program? 

Mr. Woorron. There are so many loopholes in the present setup, 
sir, that almost anybody has an excuse, as I understand jt, an out. 

Mr. Miuus. We have also, have we not? 

Mr. Woorron. We don’t seem to be in position to do that. 

Mr. Mitts. If it applies to one, it would apply to the other, would 
it not? 

Mr. Woorron. What I mean to say is that the complaints I have 
heard about are on the other side. 

Mr. Mitus. You mean that they have squirmed out of their agree- 
ments? 

Mr. Woorron. Yes, but that is due to the nature of the way the 
agreement is worded, as I understand it. I don’t say there is anything 
illegal about it. 

Mr. Mitts. If they have done that so promiscuously, then I do 
not know whether they are entitled to be trusted as you say you want 
to trust them. 

Mr. Woorron. I would say I don’t think they have agreed to some- 
thing specifically. 

75018—56——1T 
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Mr. Miits. At any rate, you would not have any provision made in 
connection with legislation establishing a foreign trade policy to bring 
about compliance with whatever agreements we might enter into in 
connection with that or whatever actions we might take in connec- 
tion with it? 

Mr. Woorvon. I cannot say that it would be necessary, if they had 
positively agreed to a specific statement of principle and how to handle 
it. 


Mr. Mitts. The difference between what you are suggesting and 
what we have is that they have not positively agreed in the past in 
these agreements? 

Mr. Woorron. I would say so, yes. 

Mr. Mutts. That is a new doctrine to me. I thought they insisted 
that they had agreed and we had to agree and we had to stay in 
compliance and we had insisted that they had to stay in compliance. 

Maybe you have opened up a new avenue of thought. 

Mr. Mason of Illinois will inquire. 

Mr. Mason. I am intrigued with this idea that under GATT we 
can make agreements with a group of countries to lower tariffs, we 
will say, on both sides; have both sides keep that agreement; both 
sides lower their tariff but the one side under GATT can impose 
other restrictions legally and not violate their agreement, and they 
do impose other restrictions which, in essence, shuts out our exports 
to that country. 

Therefore, what good does it do to enter into an agreement to 
lower tariff rates when they use these other methods, as they can 
under GATT, to shut out our exports? 

That is the thing that, it seems to me, is the loophole you are 
talking about, that they can legally take advantage of and they do. 

Mr. Woorron. That is my impression, sir. 

Mr. Mitts. But, Mr. Wootton, I discussed that with you and you 
say that, if we write a permanent foreign trade program legislatively, 
you do not want us to provide any way in the future in connection 
with such a program that will guarantee that these countries will 
not squirm out of what we write, as they have squirmed out of what 
our departments have negotiated. 

That is what puzzles me about your program. 

I would like to have a sort of policeman carrying a billy club around 
to see that they do what they are supposed to do. 

Mr. Woorron. A policeman works both ways. 

Mr. Miuus. Maybe I put my finger on it. If it is our policeman, 
it is all right. 

Mr. Woorrton. I believe in being fair and equal to both sides. 

Mr. Miuus. I would have to agree that our police would be. 

Mr. Woorron. My point was that on the sanctions that the 
policing is done by OTC and hurts our export industries. That, 
I don’t think, is a fair way of handling it. 

Mr. Mitts. I am not talking about OTC as a part of this pro- 
gram that you suggest we write. 

I wondered whether we needed some organization where we could 
bawl them out or do whatever we wanted to if they were not doing 
the right thing. 
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You say that we do not need that because we can place confidence 
in them. 

Mr. Woorrton. I think so if the agreements are written specifically 
enough. 

Mr. Miuus. You do not think they would do the right thing if 
we joined OTC? 

Mr. Woorrton. One of my objections to OTC is the sanction ap- 
plication to our export industries, sir, which I think is a very serious 
thing, and there ought to be some substitute for that system. 

Mr. Muus. In other words, if the Congress writes the agreement 
and all the articles, then we do not need to worry because they are 
going to live up to that? 

Mr. Woorron. I didn’t say that. 

Mr. Mitts. When the executive department enters into the agree- 
ment, you say they have squirmed out of those and still we do not 
need anything to keep them from squirming out of these agreements. 
I am trying to follow you. I am having difficulty in doing so. 

Mr. Woorron. I am sorry I have not made myself clear. 

What I am trying to say, I think, is this: That, if you can decide in 
your own foreign trade legislation the exact basis on which imports 
can come in here, and then if the foreign countries agree to accord 
exactly the same terms of entry to our merchandise, and the mer- 
chandise of any other party to the agreement, I don’t think when it is 
specifically written clearly as to what the obligations are that you have 
to have a policeman on the thing. 

Mr. Miuts. How would we get them together with us in the first 
instance to know what they were going to write, if we wrote it? 
How are we going to do that? 

Mr. Woorron. I think the first step would be an indication by the 
Congress as to what the admission of foreign goods into this country 
should be; in other words, to state what our willingness with respect 
to foreign goods is. That provides a basis for negotiation. 

Mr. Mitts. Then would we let the executive find out if they could 
negotiate with other countries on that basis? 

Mr. Woorron. That is one way, and I assume that that would be 
the normal way. 

Mr. Mitts. I wondered if you were not leading us to a written 
program comparable to the reciprocal trade agreements. 

Mr. Woorron. No, because the thing would operate automatically 
and without this type of bargaining and with the absence of the sanc- 
tions in there, which seems to me an important point. 

I do not think you would have all the trouble you are having now, 
with one industry fighting against another industry. 

Mr. Mitts. I am not going to argue that the Congress can do it 
better. The difficulty we have had over the years is whether we could 
do it. I thought you could tell us how. 

Mr. Woorron. I think the appendix fully states the thing. 

Mr. Mitis. Thank you very much for your appearance and the 
information you have given the committee. 

(The following letter was later received from Mr. Wootton:) 
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WINE INstTITUTE, 
San Francisco 3, March 12, 1956. 
Reference: H. R, 5550. 
Hon. Wiitpor D. MILLs, 
Committee on Ways and Means, 
House Office Building, 
Washington, D. C. 

Dear Mr. Miuus: When you were presiding, during my testimony before the 
committee on March 5, you asked me several questions with regard to our sug- 
gestion that Congress write permanent trade legislation. 

I appreciate your having made these inquiries, because they were of a funda- 
mental nature and entitled to a much better reply than I was prepared to give in 
the brief time then available. 

Attached is a rough outline of how such permanent legislation could be worked 
out. While you indicated this was a new idea, I really don’t believe it is. The 
great attention given by witnesses before the committee, for the last 5 years or 
so, to the areas in which they seem to be in irreconcilable disagreement, has ob- 
scured the fact that there are actually many areas of our trade program in which 
there is no real controversy at all. 

The attached outline is based on the features of the present program on which 
there appears to be the least amount of controversy. It is intended to have the 
same objectives as the present program and strengthen its long-run effectiveness, 
but at the same time to use other methods to handle problems that have become 
amajor controversy. I believe it isin accord with the objectives of the President’s 
message. 

The four parts of this proposal would: 

(1) Establish the reduced rates now being negotiated at Geneva as the perma- 
nent United States statutory rates of duty. 

(2) Grant the President permanent and specific authority to negotiate agree- 
ments beneficial to our export trade. Under this, the president could put into 
effect almost all of the provisions he has already negotiated in GATT and OTC. 
His present exercise of authority would be modified chiefly in the following respects 
only: 

(i) Provisions which might possibly be construed as having legal effect 
internally in the United States would have to be submitted to Congress for 
ratification; 

(ii) The escape clause provision in the present GATT would have to be 
reworded so that legitimate exercise of the escape clause provision by the 
United States would not enable other nations to retaliate legally and without 
breach of contract, against our export industries; 

(iii) The provision in GATT against import quotas would either have to be 
submitted to Congress for ratification or renegotiated so that quotas would 
be pomtui if necessary to prevent serious injury to United States industry; 
an 

(iv) Article 14 of OTC would have to be renegotiated so as to make OTC 
an arbitrating group rather than a judicial body applying sanctions having 
the force and effect of law. 

(3) Grant to the President, in Part IV, real power both to negotiate these 
permanent agreements, and enforce agreements already made, by authorizing 
him to raise the duty rates of the products of any foreign country to those of 
January 1945, in cases of breach of agreement, ete. After the present rate reduc- 
tions are negotiated in Geneva, the United States will have little or no bargaining 
power left. Possibly this is the reason Article 14 of OTC was drawn up with 
sanctions in it, on the assumption that the United States could always carry 
enough votes in OTC to help our export industries secure favorable treatment, 
but overlooking the fact that OTC could apply these sanctions against the United 
States with resultant damage to our own export industries. 

(4) Remove the question of serious injury to United States industry from its 
present “Star Chamber” status in the State Department, by transferring these 
questions to the Tariff Commission to be handled like other administrative agency 
matters, through public hearing, statutory standards of decision, decision on the 
record, and the losing party being accorded an opportunity of review. By thus 
completely separating the problems of our export industries from the entirely 
different controversies between American importers and American home-pro- 
duction industries, a major source of dissension within the American economy 
with regard to the present program would be removed. 
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(5) No question would arise of a constitutional nature with regard either (i) to 
improper delegation by Congress of its constitutional duties or (ii) of lack of 
due process in adjudicating the business interests of various segments of the 
American economy by administrative officials. 

This letter and the attachment is submitted in the hope that it may be of some 
assistance to the committee in finding a relatively noncontroversial solution to 
what is now apparently an extremely serious problem, both from a constitutional 
and a practical point of view. 

I should appreciate it if this communication could be placed in the record 
immediately following my testimony of March 5, and I wish to express my 
appreciation for your courteous and informative line of questioning during my 
oral testimony. 

Sincerely yours, 
Epwarp W. Woorrton. 


Roven Ovuttine FoR AN Act To EsTABLIsH A PERMANENT UNITED STatTes 
ForEIGN TRADE Po.Licy 


PART I-——POLICY 


Section 1. It is the policy of the United States to accord a fair competitive 
status in United States markets to the products of such other foreign nations as 
accord a fair competitive status to United States products in their own markets 
oo terms substantially similar to those accorded foreign products under the terms 
of this act. 

Src. 2. Such fair competitive status shall be deemed to exist in the entry 
and sale of foreign products to the maximum extent consistent with such measures 
as may be necessary to prevent or remedy any serious injury to United States 
industry, agriculture or labor arising from the importation and sale of foreign 
competitive products. 

Sec. 3. Nationals of foreign countries according a fair competitive status 
to United States products shall have the same right of access and participation, 
either in person or through representative, accorded to United States nationals 
under the provisions of this act. 

Sec. 4. Excepted from the policy expressed in this part, are such measures 
as may be necessary to protect the national security, the national currency or 
financial reserves, and measures necessary to maintain the national revenues 
through imposition of duties to the extent that other methods of obtaining revenue 
are deemed impractical. 

Sec. 5. In furtherance of the policy stated in this part, the statutory rates 
of duty on and after the date of the enactment of this act shall, except as other- 
wise provided in this act, be the rates in effect on June 30, 1956 (or other date to 
include the reductions now being negotiated at Geneva). 

Sec. 6. The provisions of this act shall apply initially only to countries that 
have trade agreements in force with the United States on June 30, 1956. 


PART II-——-EXPORTS 


Sec. 20. The President is authorized to negotiate such agreements with foreign 
countries as will result in securing for American export industries a fair competitive 
status in fcreign markets on a basis substantially similar to that expressed in 
part I of this act. 

Src. 21. In such agreements, the President is authorized to negotiate (i) rules 
or principles to be applied in settling international trade disputes, (ii) provisions 
requiring arbitration of international trade disputes, and (iii) provisions estab- 
lishing any organizations necessary for the foregoing purposes. Such agreements 
—_ except as provided in section 22, have no effect as internal law in the United 

tates. 

Sec. 22. Whenever any provision or procedure entered into under sections 
20 or 21 is intended to have, or may have, effect as internal law in the United 
States, the President shall, prior to final signature, submit the same for ratifica- 
tion by both the Senate and the House of Representatives. 

Sec. 23. The Department of State shall report annually to Congress (i) the 
agreements negotiated under this part, (ii) the extent to which foreign nations 
have maintained their agreements, (iii) the disputes that may have been arbitrated 
under such agreements and the opinions of the arbitrators, and (iv) its recom- 
mendations for legislation that, in its opinion, are necessary to further the policies 
expressed in part I of this act. 
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Sec. 24. The Department of State is authorized and directed, with the assist- 
ance of the Department of Agriculture in the case of agricultural products, and 
of the Department of Commerce in the case of other products, to provide such 
information, facilities and assistance as United States export industries may need 
in availing themselves of the provisions of this part. 

Src. 25. The Departments of State, Agriculture and Commerce are authorized 
to employ personnel and establish facilities necessary for the operation of this 
part, and there is appropriated for that purpose etc. 


PART LII—IMFORTS 


Sec. 30. The Tariff Commission is authorized and directed to raise or lower 
rates of duty, and to impose or remove quantitative restrictions, on foreign 
products in such manner as to allow the entry and sale of foreign products, im- 
ported from countries that have made agreements under Parts I and II of this 
Act, to the maximum extent consistent with preventing or remedying serious 
injury to United States industry, agriculture or labor arising from the importation 
and sale of competitive products. 

Sec. 31. Set out defini'ions of ‘serious injury”’ and what constitutes ‘‘United 
States industry, agriculture or labor,” following along lines already approved by 
Congress in the ‘‘escape clause.” 

Sec. 32. (a) The standards to be followed in applying evidence presented in 
favor of foreign products shall be: (insert here any specific tests that may seem 
desirable for the Commission to follow in arriving at its final determination 
under section 30 above). 

(b) The standards to be followed in applying evidence in favor of United States 
products shall be: (insert here any specific tests that may seem desirable for the 
Commission to follow in arriving at its final determination under section 30 above). 

Sec. 33. Set out procedural provisions covering: (i) action by the Tariff Com- 
mission on its own motion, or on application of any interested party representing 
(a) import groups asking for relaxation, or (b) home production groups asking for 
restrictions; (ii) notice and public hearing; (iii) decision must be on the record of 
the hearing. 

Sec. 34. Set out! provisions making the decision of Tariff Commission final 


subject to review. Review could be either (i) legislative or (ii) ot 


If the legislative review is used, the decision could be sent to Congress and take 
effect if it was not objected to by either House within a certain period (as in the 
Reorganization Acts). 

If judicial review is used, the procedure used in the Federal Alcohol Administra- 
tion Act could be followed, with the losing party appealing on the record to a 
specified court (e. g., the Circuit Court of Appeals for the District of Columbia 
Circuit, or the Customs Court), and the Tariff Commission decision being final 
unless arbitrary, capricious or unsupported by evidence, and with no further 
court review unless the Supreme Court should be willing to grant certiorari. 

Sec. 35. Excepted from the provisions of this part, and from the jurisdiction 
of the Tariff Commission, would be any special legislation enacted by Congress 
and specifically named here, such as Section 22 of the Agricultural Adjustment 
Act and the Sugar Act. 

Src. 36. The Tariff Commission is authorized to employ the necessary per- 
sonnel for the administration of the provisions of this part, and there is appro- 
priated etc. 

PART IV—SUSPENSION OF PROVISIONS 


Sec. 40. On and after 2 years from the date of the enactment of this act, its 
provisions shall not apply to products of any foreign country which, having 
made an agreement with the President under the provisions of Parts I or II (i) 
is not in good faith conforming to its agreement, (ii) fails to arbitrate a trade 
dispute under such agreement, or (iii) withdraws from such agreement. 

Sec. 41. In cases where the products of a foreign country are not entitled to 
importation and sale under the provisions of this act, such products shall pay 
duty at the rates in effect of January 1, 1945 (or such date earlier than January 1, 
1945, as may seem necessary to give effective weight to the agreements made 
under Part II). 

Sec. 42. The President is authorized to put the provisions of this part into 
effect by proclamation made on not less than 90-day notice. 


Mr. Mutts. Our next witness is Mr. John F. Linehan. 
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Will you come forward, Mr. Linehan, please, and give your name, 
address, and the purpose of your appearance for the benefit of the 
record, sir? 


STATEMENT OF JOHN F. LINEHAN, GENERAL MANAGER, THE 
SEAFOOD PRODUCERS ASSOCIATION OF NEW BEDFORD, MASS., 
INC. 


Mr. Lineuan. Mr. Chairman and members of the committee, my 
name is John F. Linehan, general manager of the Seafood Producers 
Association of New Bedford, Mass., a corporation. 

Mr. Mitts. You are authorized to deliver your statement without 
interruption. 

Mr. Linenan. The association represents the fishing fleet of the 
port of New Bedford and the surrounding minor ports. The associa- 
tion also represents industries allied with the fishing industry such 
as oil companies, marine railways, chandlers, supply companies, and 
boatyards. 

The port of New Bedford is the third most important in the nation 
in value of fish and shellfish landings. About 150 boats operate out 
of our port and fish from 50 to 150 miles at sea, staying at sea from 
4 to 12 days per voyage; depending upon the size of the vessel and 
the weather. 

In 1955 we landed 83% million pounds of fish and shellfish, valued 
at $12% million. Shore industries and processors paid about $8 
million in wages to employees who depend upon the fishing fleet for 
their jobs. 

There are 1,200 fisherman in our port and about 2,000 shore 
workers. This industry is the second largest in the greater New 
Bedford area and is of vast importance to the economy of the area. 

As part of the New England fishing industry, we have appeared 
before the United States Tariff Commission 4 times since 1948 and 
before various congressional committees numerous times to seek 
relief from the evil that has been destroying our industry, namely, 
the unrestricted flow of cheap foreign imports. 

I shall not bore you with statistics because we are only one of 
many, many industries whose actual existence has been threatened 
and in some cases eliminated by unfair and un-American foreign 
competition. 

e have seen the provisions of the Constitution of the United 
States subverted by the Trade Agreements Act of 1934. The intent 
of that act was never realized but it has been reviewed periodically 
even though it has proven to be a failure. 

The Congress never should have delegated its duty to regulate 
foreign commerce to the executive branch, and should correct that 
error as soon as possible, while it is still possible. 

We have seen the futility of efforts on the part of American indus- 
tries to seek relief from the devastating effect of cheap foreign import 
competition before the U. S. Tariff Commission. Even when the 
Commission finally recommended an import quota on groundfish 
fillets which was denied in favor of the importers back in 1954, the 
President vetoed the recommendation. 

American industries simply cannot convince the executive branch 
and the State Department that the jobs and paychecks of Americans 
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are of more importance to the economy and the welfare of the United 
States than are the jobs and feelings of some foreigners. 

We have seen American trade policy subservient to an international 
freak called the General Agreement on Tariffs and Trade, GATT, a 
monster that was conceived by our internationalists who are dedicated 
to one-worldism and who are bent on destroying the sovereignty of 
our nations. 

GATT was created to foist the provisions of the International 
Trade Organization upon the American people when the Congress 
refused to consider ITO. 

We can see that the Organization for Trade Cooperation is only 
another subterfuge to shackle American foreign trade policy to 
international control because the proponents of GATT realize that 
the Congress would never accept the provisions of GATT or the ITO. 

When the OTC is thrown down by the Congress, what other letters 
of the alphabet will be thrown together to attempt to serve as a means 
to the same end, namely, international control of our foreign commerce. 

H. R. 5550 does not concern merely a trade policy; it concerns 
economic and political philosophy that is contrary and offensive to the 
philosophy upon which our nation was founded and our Constitution 
was written. 

Included in Lenin’s long-range strategy for world domination b 
the Communists was the plan for inducing gradual surrender of Ameri- 
can soveriegnty, piece by piece and step by step, to an international 
organization that would untimately be dominated by Communists. 

We would be playing right into the hands of the Communists by 
agreeing to OTC. 

We have seen our military policies and decisions in Korea subverted 
by an international organization called the United Nations. We have 
seen a truce agreement in Korea turned into a mockery by the same 
international group. 

We have seen our trade policy subservient to an international group 
called GATT to the detriment of American industries. 

Are we to be a party to furthering the destruction of the sovereignty 
of our nation by acceding to an instrument which would legitimatize 
GATT without putting the substantive provisions of GATT before 
the Congress for approval? 

We cannot go before the Congress to seek relief when our industries 
are crippled by unfair import competition. 

It is virtually useless to go before the executive branch via the 
Tariff Commission because they apparently are not too interested in 
what happens to American industries and jobs and they can afford 
to be aloof because they do not have political responsibility. 

If H. R. 5550 is passed, it would probably be expected that American 
industries would go to Geneva to try to convince 34 foreign nations 
that they should vote in favor of our petitions. 

If American industries, American jobs, and perhaps America itself, 
are to be saved, the Congress must assert its right and its obligation to 
regulate foreign commerce. It must recover its proper functions from 
the executive branch. The first step in this direction is by defeating 
H. R. 5550. 

I urge you to vote against H. R. 5550 or any modified form of it. 

Mr. Miuts. Are there any questions of Mr. Linehan? 

Mr. Linehan, regardless of everything else, I just wanted to caution 
you a little bit about your criticism of the Tariff Commission. 
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As I gathered from your statement, you are levying a little criticism 
against the Tariff Commission, are you not? 

Mr. Linenan. Only to the extent that it answers to the executive 
branch. The Tariff Commission, as I stated in the report, recom- 
mended in our favor in 1954. 

Mr. Mitts. That is my point. 

In addition to that, it is my understanding that the Tariff Com- 
mission is now conducting an escape clause hearing, or consideration 
of such an action at least, in connection with ground fish fillets; is 
that true? 

Mr. Linewan. Yes, sir. 

Mr. Mitts. I am trying to find out where the Tariff Commission 
has hurt you. They recommended relief for you in 1954. 

Mr. Linexan. If they recommend it again in 1956, we probably 
wouldn’t have any more reason to expect the administration to ap- 
prove the recommendation than they did then. 

Mr. Miuts. I am cautioning you about criticizing the Tariff 
Commission because I thought the Tariff Commission had done what. 
you wanted done once before. 

Who has not done what you wanted done? 

Mr. Linenan. The executive branch. 

Mr. Mitus. Who? 

Mr. Linenan. Who in the executive branch determines foreign 
policy, sir? 

Mr. Mitus. Well, the record, I think, indicates pretty well what 
we are talking about. 

It was the President who turned down the recommendation in 
1954? 

Mr. Lingenan. Yes, sir. 

Mr. Mitts. Are you of the opinion that he would turn down this 
study that the Tariff Commission is making for you again because he 
exercised some influence on the Tariff Commission? Is that what 
you are saying? 

If he is ‘controlling the Tariff Commission, I think it is high time 
for us to legislate on it because we thought the Tariff Commission was 
an independent agency of government. I always thought that. 

Mr. Linenan. I cannot remember your comment. 

Mr. Mitts. I was merely trying to caution you about your criti- 
cism of the Tariff Commission because I thought that the Tariff Com- 
mission had done what you wanted once before. I was expecting 
maybe that they would be very considerate of your case in connection 
with these studies; but, if you are going to charge the Tariff Commis- 
sion in the course of these hearings with being subservient to the 
wishes of the President and doing whatever he tells them to do, I think 
that then we are on notice here to try to find out the facts and to 
remove the Tariff Commission from any subservient position. 

Mr. Linenan. I did not intend the meaning of my words to infer 
that the President controlled the Tariff Commission per se, nor the 
individuals in it, but he certainly has control over the recommend- 
ations or the findings of the Tariff Commission. 

Mr. Mitts. The President does? 

Mr. Linenan. By act of veto, does he not? 

Mr. Miuus. He can decline to accept the Tariff Commission’s 
recommendations under the program? He can in effect veto the 
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Commission’s recommendations, but I would not contend for one 
moment that this President or any other President could tell the 
Tariff Commission what to do, and I do not think you would want us 
to be in that position. 

Mr. Linewan. No, sir; and I did not say that he could tell the 
Tariff Commission what to do. 

Mr. Mitts. Your criticism was actually directed at somebody who 
did not permit the Tariff Commission’s findings of 1954 to be carried 
out? 

Mr. LinewAN. Yes, sir. That was the executive branch in the 
personage of the President, who vetoed the recommendations of the 
Tariff Commission. 

Mr. Miuts. In other words, he obtained some advice from some 
place else which offset the Tariff Commission? 

Mr. Lineuwan. Yes, within the executive branch. 

When American industries such as ours go before the Tariff Com- 
mission, we do not go there to attempt to lower any tariffs that we may 
be enjoying or any quotas that we may be enjoying. We are going 
there to seek relic from import damage. 

So it is safe to assume that any recommendation of the Tariff 
Commission in our favor certainly would be desirable. 

Mr. Mitts. But you would not criticize the Tariff Commission for 
making recommendations in your favor? 

The point I wanted to bring out is that we in the Congress have 
always had confidence in the independence of the Tariff Commission. 
Sometimes we disagree with the decision that the Tariff Commission 
might reach, but we never have thought that the Tariff Commission 
would decide as it has decided upon the basis of any pressure from the 
Chief Executive, and, if you have evidence that it does, we would be 
interested in it. 

Mr. Linenan. I have no evidence, sir; nor do I have any ideas that 
it does. I have no criticism. 

Mr. Miuus. Mr. Mason of Illinois will inquire. 

Mr. Mason. As I understood your testimony, it was to the effect 
that your industry did appear before the Tariff Commission, that you 
did secure favorable decision on the part of the Tariff Commission 
that would have relieved you, but that the Tariff Commission’s 
recommendation was vetoed by the Predident. That was your 
statement, was it not? 

Mr. LInEHAN. Yes, sir; that is correct. 

Mr. Mason. Now, then, the Tariff Commission’s recommendation 
being vetoed by the President means simply that someone in the 
executive department whose advice the President followed in execut- 
ing that veto was not in sympathy with your workers in your indus- 
try and so forth, but was concerned more with the workers in the 
industry in other countries that were importing these fish fillets into 
our country, taking away the jobs of your people and that, if we want 
it known, it is no one else but the State Department, which really 
operates this reciprocal trade agreements program and whose word is 
almost final in any decision on the seaipendel trade agreements pro- 
gram, and, while we have confidence in the Tariff Commission and 
confidence in the President, some of us have no confidence in a State 
Department that is more concerned with jobs for people in other 
countries than it is with jobs for people in our own country. 
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Now, that is the situation as I see it, and I want it to go on record 
that that is my interpretation of it. 

Mr. Mitts. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I just wanted to point out the statement of Mr. 
Linehan on page 2, the second paragraph, which I quote: 

We have seen the futility of efforts on the part of American industries to seek 


relief from the devastating effect of cheap foreign import competition before the 
United States Tariff Commission. 


I can see how you could get that interpretation, but I think it is 
clear that the witness meant those channels are rather futile, and 
their experience shows that they are. 

Some of the other industries say that, too, although the procedure, 
in my judgment, is pretty adequate. 

I wanted to make one other comment. 

I, of course, feel quite strongly that the people who mighi disagree 
with you, Mr. Linehan, on how to set up our trade policies, those who 
actually favor GATT and OTC are not motivated, as you suggest, by 
trying to destroy the sovereignty of our country. 

I happen to disagree with a lot that they think, but I do not think 
the term Vono.woeldiaaa” has much place in these discussions, any 
more than I think that those who would call you an isolationist have 
any place here, because I do not think you are that either. 

I think that this is a very difficult area in which to figure out methods 
and procedures of entering into international trade arrangements with 
foreign countries. I think that we have to have some machinery and 
techniques whereby we can do it. 

If at all possible, I want our committee hearings to be directed to- 
ward figuring out these techniques and these procedures and these 
methods whereby we can do it in the best way for the enlargement of 
international trade. 

I think that you would agree with that, too. 

A lot of people on both sides of this question are equally sincere and 
equally interested in the welfare of this country. It is not the one- 
worlders against the isolationists. 

I sort of get a little irritated when those terms are thrown around 
because it keeps our minds off the real issue, as I see it. 

Mr. Linewan. May I make a comment at that point? 

Mr. Mutts. Yes. 

Mr. Linenan. My feeling on that perhaps is probably more strong 
than it should be. I am too young to recall the days when Congress 
itself regulated foreign commerce, but it appears to me that, if the 
American industries are to have their desires and their needs reflected 
in international agreements, it must be done through the Congress. 

We can talk to Congressmen and Senators. We know those people 
and we are acquainted with them. We can get them to bring our 
petitions before Congress, which has political responsibilities periodi- 
cally to the people of this country. 

Mr. Curtis. I agree with you, sir, and, of course, you recognize 
that Congress, in exercising its basic power, frequently and usually 
does and has to delegate a great deal of that to the executive. What 
we are discussing, as I see it, is how Congress should delegate so that 
industry, labor, and agriculture do have their say and can channel 
their views and feelings on this matter. 
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That is why I have been devoting as much time and effort as I have 
been to examining these techniques that we have used. 

You mentioned in your statement here that you feel that the au- 
thority has been a blanket authority, and there is a basis for that kind 
of criticism. However, all I am saying is that I think the objective 
of the witnesses here and of the people in the executive department 
in this Government is the the same. They are all working for the 
benefit of this country and just trying to figure out how to do it. 

Mr. Linenan. The Tariff Commission certainly is the proper body 
before which industry should place its petitions. The Commission is 
made up of experts in the matter of trade. 

Mr. enti That is a technique of Congress conveying some of its 
power, and | think it is a good technique. 

Your criticism, and I think there is some basis for it, is directed to 
the fact that, even though the Tariff Commission finds something, the 
executive can still come in and overrule. On the other hand, I might 
say that I happen to approve of that technique because I think it is 
important that the overall welfare of this country be geared in even 
though it might hurt some specific industry. 

I do not want that done unless we know from the Tariff Commis- 
sion’s findings that there is fair warning to any executive that, if he 
does do it, a domestic industry is going to be hurt and that he make 
his decision in the light of that. 

As long as that is done, why, I think we have good procedure, but 
I am very much disturbed about whether, in these other areas, not 
applying to tariffs but having to do with other aspects of trade, we 
have established that kind of procedure whereby those who have the 
authority, in this instance the Seead of negotiators have the authority 
to do things, have the knowledge of what they are doing. That is what 
I think this committee is trying to ascertain. 

Mr. Linenan. If your Tariff Commission were answerable to the 
Congress rather than to the executive branch, the Congress could 
establish a framework of activity wherein the State Department 
could carry on its diplomatic negotiations, but it would set limitations 
and that State Department, before you can trade as a diplomatic 
maneuver perhaps, would certainly have the guidelines pointed out 
to it by the Congress rather than by some other branch of the executive 
department. 

Mr. Curtis. Of course, the Tariff Commission is essentially an 
arm of Congress rather than of the executive department. 

Mr. Mason. In my opinion, the Tariff Commission was established 
as an arm of the Congress, a direct arm; but the minute we adopted 
the reciprocal trade agreements program, then we removed it from 
being an arm of the Congress and actually placed it as an arm and 
subservient to the executive department. 

Mr. Curtis. That is an interesting theory. You may be right. 

Mr. Mirus. Mr. Linehan, you have stimulated my curiosity to ask 
one question here. 

You said that this industry, referring to the fishing industry, is the 
second largest in the Greater New Bedford area. What is your 
largest industry? 

Mr. Lingeuan. It is one that has been hurt worse than we have by 
imports, textiles. 

Mr. Mitts. Textiles are first and fishing is second? 
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Mr. LINEHAN. Yes, sir. 

Mr. Mitts. Was the fishing industry, within recent years, ever 
your principal industry there? 

Mr. Linewan. No, sir. 

Mr. Mitts. It has always been second? 

Mr. Linenan. As far as I know, it has been second. Textiles had 
a much greater margin of being the first in the area, but recently the 
fishing industry has more or less caught up with it because the textile 
industry has depleted more rapidly. 

Mr. Mitts. The textile industry is still being hit? 

Mr. LINEHAN. Yes, sir. 

If I may, may I make a comment as to our experience during the 
lifetime of GATT? You asked a previous witness. 

Mr. Mutts. I did not ask you, but I would like to hear it. I want 
you to know that I had not asked you that question. 

Mr. Linewan. In 1947, when GATT was conceived, our imports 
of groundfish fillets to this country were 43 million pounds, and in 
1954 it was 136 million pounds, so that GATT certainly has not done 
anything for us except hurt us. 

Mr. Mius. Mr. Linehan, we appreciate your appearance and the 
information you have given the committee. Thank you very much. 

Mr. Linenan. Thank you. 

Mr. Mitts. The committee will stand adjourned until 10 o’clock 
in the morning. 

(Whereupon, at 3:55 p. m., the committee recessed, to reconvene at 
10 a. m., Tuesday, March 6, 1956.) 
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TUESDAY, MARCH 6, 1956 


House or REPRESENTATIVES, 
CommiTreErE oN Ways AnD MBANs, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills presiding. 

Mr. Mutus. The committee will come to order. 

The first witness this morning is the Honorable Thomas J. Lane, 
Member of Congress from Massachusetts. Mr. Lane, of course we 
know you well, but please follow the usual custom and give your name 
address, and the purpose of your appearance, for the benefit of the 
record. 


STATEMENT OF HON. THOMAS J. LANE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MASSACHUSETTS 


Mr. Lane. Mr. Chairman and members of the committee my name 
is Thomas J. Lane, and I represent the seventh district of Massa- 
chusetts. I asked for time to appear before you in order to make 
known to you my great concern over H. R. 5550 which provides for 
United States membership in the organization for trade cooperation, 
usually referred to as the OTC. 

I don’t have to acquaint you with the connection between the OTC 
and the general agreement on tariffs and trade, as H. R. 5550 is 
written, its approval by Congress would carry with it the approval of 
the purposes and objectives of GATT, since OTC is proposed specifi- 
cally to administer GATT and to work toward the fulfillment of its 
purposes and objectives. 

Whether I am for or against GATT is beside the point. What is of 
the greatest significance is that Congress is being asked to approve this 
very complicated 8-year-old agreement by a back-door approach. 
The actual agreement, i. e., GATT, has never been submitted to 
Congress and is not now before us. Yet we are asked to take a step 
that would represent an acceptance of the agreement, whether we 
like the agreement or not, whether or not we believe that the State 
Department went beyond its authority in signing GATT in 1947 or 
whether we think that Congress should surrender its power in this 
field or not. 

Speaking as one member of Congress I can assure you that I have 
no intention of resigning my authority, or my responsibility to my 
constituents, to the State Department and much less to an organiza- 
tion that would sit in Geneva and in which the voice of the United 
States would be reduced to one vote. 


259 





260 ORGANIZATION FOR TRADE COOPERATION 


Not only would I be letting down the people who elected me and 
who look to me to speak for them in the Congress and who expect 
Congress in turn to speak for the United States in questions of 
foreign trade and tariff policies, but I would be giving my assent to 
the virtual disfranchisement of my constituents in this field of national 
activity, should I support the OTC. 

In this bill the State Department has contrived a well-hidden 
snare, preconceived as a means of taking out of the hands of Congress 
the power lodged there by the Constitution, without Congress dis- 
covering the stratagem until it was too late. By that time the word 
of the United States would be so pledged and cross-pledged in inter- 
national agreements that in all good honor we could not withdraw. 
Our freedom of action in Congress would then be a mockery and that 
would be made all the worse because we would be so pledged and 
cross-pledged in international agreements that in all good honor we 
could not withdraw. 

Our freedom of action in Congress would then be a mockery and 
that would be made all the worse because we would have no one to 
blame but ourselves. Our constituents would soon realize that their 
representatives in Congress had lost their power and that a vote in 
congressional elections was a vote wasted, so far as influence on our 
foreign trade policy is concerned. 

I am sorry that my feeling toward the State Department is marked 
by such a high degree of distrust. The distrust has, however, been 
of their own making. Why do they not come forward with a bill 
proposing that the executive and not the legislative branch should 
regulate our foreign commerce? That is their desire and their 
objective in this bill. I would respect them for it even though I 
would not agree with them. As it is I neither agree with them nor 
can I respect them for their tactics. 

The reasons advanced for seeking the OTC, short of the real purpose 
that I have outlined, do not add up to good sense. For 7 or 8 years 
GATT has functioned without OTC, and has transacted much busi- 
ness. It has sponsored four international tariff-cutting conferences 
and has disposed of a considerable agenda at each of its annual 
sessions. 

So, why is OTC necessary? If OTC is to be no more than the State 
Department claims for it, its existence would add little or notbing to 
what GATT already provides. It would be nothing more than an 
international sewing circle, offering tax-free jobs to an ever-growing 
list of international bureaucrats. 

The logic of this reinforces my conviction that the State Depart- 
ment is after something far more meaningful than its repeated dis- 
claimers suggest. The OTC proposal is nothing less than further 
prosecution of the Department’s tireless quest for control of all of our 
foreign trade policy, including both its determination and its execu- 
tion. It seeks the OTC as the stamp of approval of Congress itself 
for State Department management of our foreign commerce through 
GATT. 

In my opinion we cannot consent to such a renunciation of re- 
sponsibility; in fact, we should roundly condemn any scheme that seeks 
such an end by indirection. I deplore the State Department’s 
attempt. I denounce it as an unworthy assault by one branch of 
the Government upon another and resent the method of it as a reflec- 
tion upon the intelligence of Congress. 
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I strongly urge this committee to give the State Department the 
answer it deserves by defeating H. R. 5550 outright. 

Mr. Mitts. We thenk you for the information given to the 
committee, Mr. Lane. 

Mr. Lanz. Thank you, Mr. Chairman. 

Mr. Mitts. Our next witness is the Honorable William L. Springer, 
Member of Congress from Illinois. 

Mr. Springer, we know you well and favorably but, for purposes 


of the record, will you give your name, address and the purposes of 
your appearance? 


STATEMENT OF HON. WILLIAM L. SPRINGER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF ILLINOIS 


Mr. Sprincer. Mr. Chairman, my name is William L. Springer. 
I represent the 22d district of Illinois in the House of Representatives. 

Mr. Mitts. You are recognized, Mr. Springer. 

Mr. Sprincer. This administration has consistently advocated 
the removal of governmentally imposed trade barriers. It seems to 
me that this position is consistent with the removal of price controls 
domestically, and is a reaffirmation of its belief in free enterprise. 

The primary purpose of the Organization for Trade Cooperation is 
the administration of GATT. GATT provides rules and principles 
by which member governments agree to conduct their mutual foreign 
trade relations, and provides a cooperative means for the reduction 
of tariffs and other governmentally imposed trade barriers. 

It may be surprising to the members of this committee to know 
that the present GATT does stem from chapter IV, the chapter on 
commercial policy of the defunct Havana‘charter for an international 
trade organization. Many citizens opposed United States participa- 
tion in the international trade organization when it was before the 

‘ongress because they objected to other provisions of ITO as repre- 
sented by, 1, chapter III dealing with employment provisions; 2, 
chapter V, the chapter on restrictive business practices; 3, chapter 
VI, the chapter on intergovernmental commodity agreements; and, 
4, the charter provisions dealing with foreign investment. 

Many people oppose the United States participation in the Organi- 
zation for Trade Cooperation because they favor high tariffs and do not 
wish to see the present trade agreement program continued. Their 
views are certainly respected. They will remind the Congress of all 
the other features of the International Trade Organization so as to 
produce the maximum resistance to congressional approval of United 
States membership in OTC. 

In order to secure passage of H. R. 5550, it will be necessary to 
distinguish between those who actually favor governmental inter- 
ference in the free flow of trade through tariffs and quotas, and those 
who believe in a free market economy and, accordingly, oppose those 
provisions of the former ITO charter which they believe interfered 
with its development. 

It is important that a forthright position be taken repudiating all 
the other ITO concepts so that the forces believing in free markets 
can stand together in support of H. R. 5550. 

Because of this background, the debates in Congress will likely 
review the history of the now defunct Havana charter providing for 
the establishment of the International Trade,Organization. 

75018—56——18 
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In connection with the approval of United States membership in 
the Organization for Trade Cooperation, the Havana charter was a 
direct product of proposals to the peoples of the world prepared by 
our own State Department in 1945. A meeting of the preparatory 
commission to draft the charter was convened by the United Nations 
in 1946 and the United States Finance Committee in 1947 conducted 
extensive hearings on the proposed International Trade Organization. 

Following the adoption of the Havana Charter in 1948 by 54 
countries, President Truman asked the Congress to permit him to 
accept membership in behalf of the United States Government. A 
resolution was introduced to that effect in the 81st Congress, House 
Joint Resolution 236, which many of you will remember, so as to 
authorize the President, and the House Committee on Foreign Affairs 
conducted extensive hearings on it in April and May of 1950. 

The material contained in this statement attempts to review the 
question of United States membership in the Organization for Trade 
Cooperation in the context of these Senate and House hearings. The 
now defunct International Trade Organization included provisions 
dealing with restrictive business practices and intergovernmental 
commodity arrangements. Chapter V of the charter dealing with 
restrictive business practices was subsequently incorporated into a 
provision by the Ad Hoc Committee on Business Practices established 
by the Economic and Social Council at the suggestion of the United 
States Government in 1951. The present administration rejected 
this approach in a forthright statement to the Economic and Social 
Council at the 19th session of that body held in New York during 
April 1955. 

Chapter VI, dealing with the intergovernmental commodity ar- 
rangement, has also been the subject of heated controversy in the 
Congress since 1952, as many of you will remember. Many members 
believe the now defunct International Materials Conference was an 
attempt to supplement chapter VI of the Havana Charter. I believed 
that at the time and opposed IMC on that basis. 

Senator Ferguson, Representative Sadlak, Representative Dondero, 
and four committees of Congress opposed participation in the Inter- 
national Materials Conference and secured the passage of amend- 
ments to the Defense Production Act of 1952 and to the State Depart- 
ment Appropriation for Fiscal 1953. 

This action led to hearings in the 83d Congress pursuant to Senate 
Resolution 145, with which many of you are familiar, by the Senate 
Interior and Insular Affairs Committee, Subcommittee on Minerals, 
Materials, and Fuel Economics. 

The Randall commission, it its report, rejected commodity agree- 
ments. This Administration subsequently implemented the Randall 
commission’s position by rejecting United States adherence to the 
International Tin Agreement. While we have continued with the 
International Wheat Agreement and the International Sugar Agree- 
ment, we have rejected the international commodity agreements as a 
general solution to the commodity problems. 

The United States Government recently opposed the formation of 
the United Nations Commission on International Commodity Trade 
and, after that Commission was established in spite of our opposition, 
we refrained from accepting a seat to which we were elected. 

Part V of the hearings of Senator Malone’s subcommittee is devoted 
entirely to a consideration of the resolution which was then before the 
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United Nations Economic and Social Council to establish this Com- 
mission. 

Samuel C. Waugh, the Assistant Secretary of State, in his appear- 
ance before the subcommittee vigorously opposed the revision of the 
Commodity Commission. 

A Committee on Commodity Problems was established at the ninth 
meeting of the contracting parties of GATT. It completed a draft 
agreement and suggested it to be approved at the 10th session of those 
contracting parties. 

This action suggests the possibility of reviving chapter VI of the 
Havana Charter through amendments to GATT which would then 
be administered by the Organization for Trade Cooperation. 

Many countries, in the debate in the United Nations Economic and 
Social Council last spring on the report of the Ad Hoc Committee on 
Restricted Business Practices, suggested that that problem also be 
turned over to GATT for solution. I bring this to the attention of 
the committee because I think it is important that these developments 
will largely influence the deliberations by the Congress in reference to 
United States membership in the Organization for Trade C ooperation. 
It is essential that these issues be met head-on if this bill is to be 

assed. 
. The United States did not participate in the working party and we 
have not supported commodity agreements in GATT. We should be 
willing to support amendments, in my estimation, to H. R. 5550 
which will preclude any obligation which this Government has to 
accept charters amending GATT relating to commodity agreements 
or restrictive business practices. 

It seems to me that this amendment ought to be in such form or 
at least one portion of this amendment ought to be in such form that 
we will not be under any obligation to accept that amendment unless 
it is also accepted on behalf of the Congress. 

That is my statement in general. 

From being present in Geneva on two occasions and watching 
GATT at work, it does not appear to me that there is any feasible 
way to make GATT work as a longtime proposition unless and until 
you have a working organization that can meet from day to day and 
week to week. It is just about the same, we will say, as 4 or 5 business 
organizations which are trying to exchange business secrets or busi- 
ness know-how with each other, attempting one to help the other, where 
you just meet for 30 days a year and in just 1 body. It seems to me 
that, if you are going to have any continuing success, it is necessary 
that you have a working organization that has that work from day 
to day and is constantly acquainted with the problems that arise 
between countries and those problems being continually exchanged 
back and forth between the countries themselves. That is the only 
way it appears to me that GATT can work over a long period of time 
in any way that is feasible. 

That is a personal observation which I make from being present 
at one time with Mr. Waugh in September 1953 in Geneva. 

Thank you, Mr. Chairman. 

Mr. Miuts. Mr. Springer, we appreciate your appearance before 
the committee this morning and the information you have given us. 
I am sure that it will be most helpful as we endeavor to cope with the 
problems involved in H. R. 5550. 





264 ORGANIZATION FOR TRADE COOPERATION 


Are there any questions? 

Mr. Simpson? 

Mr. Stmpson. I have no questions. 

Mr. Miuus. Mr. Reed? 

Mr. Reep. I have no questions. 

Mr. Mitxs. Thank you. 

Mr. Sprincer. I thank the committee. 

Mr. Reep. Mr. Chairman. 

Mr. Mitts. Mr. Reed. 

Mr. Resp. I ask unanimous consent to insert at this point in the 
record a short memorandum I have just received from the Bicycle 
Institute of America, Inc., 122 East 42d Street, New York, N. Y. I 
believe it will be very valuable to the committee. 

Apparently the relatively small bicycle industry has been forced to 
contribute some $65 million during the past 5 years to the rehabilita- 
tion of the economy of foreign countries. 

Mr. Miuus. Without objection, the material will appear at this 
point in the record. 

(The information referred to follows:) 


In commenting on the testimony on H. R. 5550, you mention the effect of 
the unfair foreign competition in the bicycle and washing-machine industries. 
It is doubtful, however, if many appreciate just how serious this situation really 
is. 

The bicycle industry has exhausted every remedy provided by the administra- 
tive agencies—CRI and the Tariff Commission— without success. 

Prior to 1950, when the effect of the 75-percent reduction in tariff on bicycles 
became really effective, imports accounted for less than 4 percent of consump- 
tion. Both American and foreign manufacturers had for years offered the so- 
called lightweight, variable-speed models, but these found little popular ac- 
ceptance. However, by devaluating their currency and with the tariff reduction 
from 30 percent to 74% percent to the foreign producers whose labor rates are one- 
third of ours were able to put competitive models on the market in the country at 
prices often below our actual cost of manufacture. The increase in tariff 
granted earlier this year, on bicycles, has no appreciable effect on imports as, 
on the average, it amounts to only 88 cents on models with a declared value 
of $23.45 and $2.08 on models with an average declared value of $27.69 (Tariff 
Commission figures). 

The following figures from official sources (Bureau of Census and the Tariff 
Commission) show all to clearly the inevitable results of such reckless slash- 
ing of tariffs and the impossibility of any small manufacturer getting effective 
action to correct this injustice under the existing procedures. 


Declared Percent of 
Imports value of total con- 
imports sumption 


$1, 592, 447 


There is very reason to believe that if the duty had been left alone, the domestic 
industry would have been able to supply bicycles at approximately the same rate 
of consumption as in former years, for the foreign manufacturers offered nothing 
in the design or models not available from domestic sources. The one and only 
reason for the tremendous increase in imports, which still continues, was the 
ability of the foreign manufacturers, with their lower labor rates, to sell com- 
peting items at a profit, with prices substantially lower than the United States 
manufacturers can possibly meet and remain solvent. 
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You just cannot beat a labor rate of $0.537 in England (National Industrial 
Conference Board) when we pay $1.95. Foreign plants are new and well 
equipped, amply financed, and efficiently operated. 

Apparently the relatively small bicycle industry has been forced to contribute 
some $62 million during the past 5 years to the rehabilitation of the economy 
of foreign countries. 

Under the operation of GATT, the burden of this aid is being transferred, 
with crushing weight, to the smaller United States industries which are least 
able to get any effective relief, as long as Congress does not more closely control 
the operations of the State Department in this field. 

Great Britain has reduced its duty 40 percent while the United States duty 
has been reduced 75 percent. The British reduction, however, is nullified as 
they require import certificates. 

Mr. Mitts. The next witness is Mr. Lamar Fleming of Houston, 
Tex. 

Mr. Fleming, we are glad to have you with us this morning. Will 
you give your name and address and the purpose of your appearance 
for the record ? 

Mr. Stapson. Mr. Chairman. 

Mr. Mizxs. Mr. Simpson. | 

Mr. Stupson. I would like the record to show that I was privileged 
to serve with Mr. Fleming on the Randall Commission where he made 
valuable contributions. 

Mr. Reep. Mr. Chairman. 

Mr. Mus. Mr. Reed. oe, 

Mr. Reep. I was also a member of that Randall Commission and 
I had the pleasure of associationg with Mr. Fleming. He is a very 
valuable man. We are glad to have him here. 

Mr. Mutts. Mr. Fleming, you come quite well endorsed. 


STATEMENT OF LAMAR FLEMING, JR., CHAIRMAN OF THE BOARD, 
ANDERSON, CLAYTON & CO., HOUSTON, TEX. 


Mr. Fiemine. Mr. Mills, 1 am quite grateful indeed to Mr. Simpson 
and Mr. Reed. I must say that 1 enjoyed my contacts with them on 
the Commission and with Mr, and Mrs. Simpson in Geneva. 

My name is Lamar Fleming, Jr. I live in Houston, Tex. I am 
chairman of the board of Anderson, Clayton & Co. This company is 
cotton merchant, ginner, warehouseman, seed-crusher, and a of 
edible oils, shortening, and margarine, and owner of plants used for 
these purposes. It serves some or all these functions and owns plants 
in several foreign cotton-producing countries, through subsidiaries. 

I served on the Randall Commission, together with Mr. Cooper, 
Mr. Reed, and Mr. Simpson. I spent the weeks of last winter in 
Geneva as an adviser to the American delegation to the conference 
there for revision of the General Agreement on Tariffs and Trade. 

I would like to mention my reasons for personal interest in foreign 
trade policies. One reason is that I have been more or less connected 
with foreign trade for 45 years, Another is that I believe that the fact 
that the material lot of the human race has improved so much faster 
since the days of Napoleon than ever before, was due to wide observance 
of certain principles, and that we will be wise to seek to identify those 
principles and conserve them for future advancement of American 
welfare and general human welfare. In my opinion they can be iden- 
tified as the liberal economic principles which were developed by such 
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thinkers as Adam Smith and John Stuart Mill, and they became the 
basic core of western economic thought. 

Due to good fortune and wide observance of these principles, the 
world enjoyed relative peace between Waterloo and World War I, 
the leading nations maintained sound currencies, private accumula- 
tions of savings created capital for development and trade, interna- 
tional fluidity of capital made it available wherever returns and con- 
ditions of safety were attractive, there was rapid discovery and devel- 
opment of natural resources, invention flourished at an ever-quicken- 
ing pace, transporation and communications were extended and per- 
fected, and the volume of trade surpassed anything previously imagin- 
able. Together with the expansion of trade, there developed a body 
of tradition on what is fair and unfair in trade, which received wide- 
spread acceptance. 

In the early part of this era, the American people were engaged in 
development of our natural resources and transportation at a rate 
which kept up in debt to foreign countries; but, by the end of the 19th 
century, the fruits of this development had enabled us to catch up 
with the service of our debts and start the accumulation of savings 
that was to bring us to international creditor status. With our rapid 
increase in population and relatively high average buying power, our 
domestic market became the greatest mass market ever known, capa- 
ble of absorbing the output of mass production; and progressive in- 
vention and savings enabled us to create industries on a mass prodac- 
tion basis, in which a great degree of mechanization and technologi- 
cal improvement accomplished labor savings, which enabled us to pay 
the highest wages in history without commensurate increases in cost— 
in fact with actual decreases in cost in some lines. These develop- 
ments stimulated the tempo of invention, with the effect of progres- 
sive introduction of new objects of enjoyment, creating new demands, 
new industries, and new jobs. 

The two world wars have changed the world picture. They ex- 
hausted the savings of the principal nations of Europe, to the point 
where they could not maintain the integrity of their currencies, and 
disrupted their agriculture and industry, so that their impaired ca- 
pacities to produce for export and their increased needs for imports 
made balanced trade impossible for them, if they were to maintain a 
tolerable standard of living. Their dilemma became the more diffi- 
cult when the ingrained hostility of the Communist bloc and the need 
to be armed for defense against it were recognized. In these difficul- 
ties, the European nations had to resort to government restrictions on 
imports and international payments; and they resorted also to bilat- 
eral trade agreements with other nations for two-way exchange of 
goods, through which exports substantially were subsidized and the 
markets at both ends tended to become captive markets. Even with 
these sacrifices of their citizens’ freedom in trade and finances, their 
difficulties were so great that they required the tremendous help in 
grants and loans which the United States has given them and still is 
giving them. 

Nations of southern Asia and South America and Australia, which 
had depended heavily before the wars on imports of manufactures 
from Europe and the United States, had suffered during the wars 
from interruption or shrinkage of the flow of them and also from par- 
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tial loss of access to the European market for their own produce. A 
great demand had arisen among their peoples for development of 
their domestic resources and for industrialization, in order to become 
less dependent on imported supplies and on foreign markets for their 
agricultural products. There resulted an acceleration of industrial- 
ization, urbanization, and public works in almost all countries of this 
type, which overtaxed their fiscal and balance-of-trade capabilities. 
So also these countries resorted to controls on imports and interna- 
tional payments and many of them to bilateral trade agreements. 

For whatever reason established—whether because of wartime dis- 
sipation of resources, the strains of depression, or excessive develop- 
ment—these controls and bilateral agreements all acted as barriers 
to the export trade of the United States. 

For its own part, the United States emerged from the two wars with 
a greatly expanded productivity, expanding progressively with ac- 
celerated invention, technological improvements, and progressive 
mechanization—and with a greatly increased share of the world ag- 
gregate of savings. Our needs in raw materials had increased and 
continue to increase with expanding consumption and an ever-quick- 
ening crop of inventions, which enlarge the variety of our object of 
enjoyment and at the same time increase our need of the old materials 
and add needs of new ones. So we need more of materials that we 
always have imported, we are nearing the exhaustion of our economi- 
cal home resources of some materials, and we are becoming progres- 
sively more dependent on materials from foreign resources—so much 
so that many American businesses now are engaged in exploration and 
development in foreign countries in order to be assured of necessary 
future supplies. 

An all-important change is the expansion of the Russian drive to 
impose its totalitarianism upon other countries, I believe most of us 
agree that successful opposition to this effort has to be a team affair, 
and that it is highly important to us that as many as possible of the 
peoples of the world be on our team and be strong, healthy, and spon- 
taneous members of it. 

Continued outlets for the ever-increasing American productions de- 
pending upon exports of part of them, which could not be collected 
for by import purchases until the foreign productivities were greatly 
improved, and therefore up to now have been in considerable measure 
unrequited gifts to foreign governments. Some of our agricultural 
exports were destined to decline as the importing countries, particu- 
larly in Europe, regained peacetime productivity. Our exports in all 
lines were severely hampered by the restrictions which most of the 
foreign governments had imposed on imports and foreign payments 
and by the captive market effect of the bilateral trade arrangements. 
The enigma was how to maintain and expand our world trade in these 
circumstances, how to end the exporting of our goods as gifts, and 
how to create conditions in which other peoples would be able and 
glad to stand with the free nations against totalitarianism. A basic 
essential was to untangle this accumulated web of restrictions. 

The first step, in which we and Canada were the leaders, was an 
effort to reach some international consensus as to what is fair and un- 
fair in trade and to what extent, and under what conditions, circum- 
stances justified deviation from the perfect pattern of fairness, and 
then to lay plans for complete return to the standards of fairness as 
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soon as the extenuating circumstances could be overcome. The out- 
come of these studies was the General Agreement on Tariffs and 
Trade. What strikes me as the essence of this agreement is that it 
treats the following practices as reprehensible: Use of quantitative 
restrictions on imports and foreign payments for the purpose of pro- 
tecting a domestic production—as contrasted with use for purposes of 
balance of payments necessity; dumping whether overt or covert—as 
has been the case under some bilateral trade arrangements; and dis- 
crimination in trade and discriminatory application of trade restric- 
tions. It also provides facilities for negotiation of reciprocal tariff 
Senet of the order of those authorized in our Trade Agreements 
ct. 

The convention setting up the agreement contemplated that a sub- 
sequent meeting of the parties to it would establish formally an 
agency for the administration of the agreement. This was attempted 
at the Havana conference in 1948. This conference was held at a 
time when many of the so called underdeveloped nations were feelin 
particular stresses and were aggrieved at being left out of the Marshall 
lan; and the product of the negotiations was an agency named the 
International Trade Organization,” with a scope beyond the limits 
acceptable to our Government. The establishment of ITO was sub- 
mitted to Congress in 1949, was not acted upon by Congress, and was 
not resubmitted. 

Therefore there has been no administrative machinery for the 
general agreement, except for an intersessional committee of contract- 
ng parties and a secretariat, whose scopes are limited to routine 

unctions. 


‘ 


A year ago an agreement was drawn and owpee at Geneva formally 


to establish an administrative agency for GATT, under the name “the 
Organization for Trade Cooperation.” This agreement gives no 
powers to the Organization except to administer the general agreement 
for the contracting parties; and it spells out (Pt. I, art. 3 (d)): 

The Organization shall have no authority to amend the provisions of the gen- 
eral agreement; no decision or other action of the assembly or any subsidiary 
body of the Organization shall have the effect of imposing on a member any new 
obligation which the member has not specifically agreed to undertake. 

Moreover, participation in the Organization, like participation in 
GATT, is terminable for any member, 6 months after notice (GATT, 
art. XX XI). 

I look at GATT and OTC in much the same terms as the trade 
associations, exchanges, and trading rules of private businesses. 
When I went to work as a cotton clerk 45 years ago, the rules and 
ethics of the American cotton trade were still in the formulative stage. 
The tales of chicanery that we used to hear were fabulous. One ware- 
houseman accommodated his customer by cutting the bales in half, so 
that the value of two bales could be borrowed against the weight of 
one. Other warehousemen issued warehouse receipts against bales 
that did not exist. ‘Two merchant firms got the railroad agent to si 
through bills of lading to Europe in blank, filled them in, drew dra 
on England and France and Germany against them, and then used the 
proceeds to buy the cotton. Everything might have been fine if the 
market had gone down, but it went up; the money wouldn’t buy 
enough cotton to match the bills of lading, and a number of foreign 
buyers were ruined. 
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This last incident brought on an international conference on rules 
for bills of lading; and the ocean bills of lading which we use toda 
are called Conference Bills of Lading and refer to the Liverpool Bill 
of Lading Conference of 1907. 

For our cotton trading rules, we used to rely largely upon rule 
books borrowed from the older markets, for instance the Liverpool 
Cotton Association rules. As our trade matured, we set up local cotton 
exchanges, State and regional cotton associations, and a national 
association. These bodies have elaborated standard contract forms 
and rules; and they provide facilities for arbitration of differences 
and distribution of information and quotations, as well as meeting 
places for the trade. The old wrangles and chicaneries have been 
eliminated in very large degree. 

For international business, we operate under the contracts and rules 
of associations and exchanges in the importing countries. Our na- 
tional association represents us in reaching agreement with the foreign 
associations and exchanges upon the fairness of these rules. It also 
negotiates with the American mills’ representatives standard contract 
terms for our sales to American mills; and it acts for us to safeguard 
the integrity of quality arbitrations here and abroad. 

Our trade’s agreements on standard contracts, rules, arbitrations 
and so on are our general agreements. The permanent offices, staffs, 
and quality arbitration boards of our associations and exchanges, 
here and abroad, are our agencies to administer the agreements, cor- 
responding to OTC. Arrangements are similar, I understand, in all 
the other commodity trades. I believe any commodity dealer would 
tell you that the commodity trades’ agreements on standard contracts, 
rules, and arbitrations could not function without these agencies. 

Norcan GATT. If the agreement to constitute OTC is accepted by 
our Government and by enough other governments so that all com- 
bined represent the requisite 85 percent of the aggregate external 
trade of GATT’s contracting parties, OTC will be the administrative 
agency. If a lesser acceptance is forthcoming, which will be the case 
if our acceptance is denied, OTC will not come into being, and GATT, 
will continue to be without an effective administrative agency for the 
periods between its plenary sessions. Moreover, the implication to 
the other contracting parties, would be of a lack of wholeheartedness 
on the part of the principal contracting party, without whom the 
whole project of GATT would have little chance to succeed. The 
results well might be losses in the progress that has been made toward 
practices and conditions conducive to expanding trade and expanding 
economies, toward tightening the bonds of community of interest be- 
tween free nations, and toward diminishing the needs for United 
States grants in foreign aid. 

From the practical viewpoint, I see two objections to operating 
without a formally constituted agency. If I entered a joint agree- 
ment with 33 other businessmen, involving assumption of obligations 
by each of us and requiring an administrative staff, 1 would want an 
explicit instrument defining the staff’s duties and authorities, first in 
order to be sure it would not arrogate powers that I did not intend to 
delegate, and second to be sure it clearly and unquestionably had the 
duty to investigate on my request any evidences of nonperformance of 
obligations by other parties which, if established and not corrected, 
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would warrant me in taking remedial action, I am confident that this 
is in line with the advice which the lawyers on the committee would 
ive me. 

The 34 GATT nations have taken commitments toward one another 
through the —< agreement and subsidiary agreements under its 
auspices, the latter involving concessions in tariffs and in other trade 
restrictions. Some of these governments subsequently have adopted 
measures which nullified, or were alleged to have nullified, their end 
of the concession. Between the plenary sessions of GATT, the injured 
party has had no really effective recourse beyond what the Interses- 
sional Committee and the Secretariat have been able to accomplish 
through persuasive intermediation with the offending parties. As 
the party which stands to gain the most from the elimination of the 
tangled web of balance-of-payment restrictions and from return to 
orthodoxy and general convertibility, it seems to me we have a very 
definite interest in the establishment of an administrative agency for 
GATT with clearly constituted and official status and all the standing 
which that implies. 

On all these grounds, I urge the committee to report in favor of 
United States acceptance of the Agreement on the Organization for 
Trade Cooperation. 

Mr. Mit1s. Does that complete your statement, Mr. Fleming ? 

Mr. Fiemina. Yes, Mr. Mills. 

Mr. Mitts. Are there questions ? 

Mr. Simpson of Pennsylvania will inquire, Mr. Fleming. 

Mr. Stmpson. Mr. Fleming, your paper is very interesting. There 
are two questions about which I wish to inquire. 

To what degree would you interpret or would other nations inter- 
pret the adoption of H. R. 5550 as an endorsement of GATT? 

Mr. Fiemine. Well, for it to be an endorsement, it seems to me 
the straightforward procedure would be to vote on the approval of 
GATT, but I do believe that our approval of OTC would be an indi- 
cation that we are serious and stedibeantad in our association with 
the contracting parties in GATT. 

Mr. Smrson. I admire your forthrightness. I take that to mean 
that you say that the passage of H. R. 5550 would be an endorsement 
of GATT, and so considered by the nations ? 

Mr. Fiemine. I don’t quite go that far, Mr. Simpson. 

Mr. Stwpson. Would it have any leaning that way ? 

Mr. Femina. Well, we have entered into a general agreement and 
it seems to me that to set up an effective organization to operate 
between the sessions of the general agreement is a clear indication 
that we are in earnest and wholehearted about the general agreement. 

Mr. Srrson. Do you recall that under H. R. 1 in the reciprocal 
trade program we included a proviso which generally had the effect 
of saying that nothing therein was either an approval or condemna- 
tion of GATT? 

Mr. Fiemine. Yes. 

Mr. Srtmpson. Would you approve such a statement in 5550 inas- 
much as GATT is not directly before us? 

Mr. Fiemrine. I think I would out of consistency with the language 
of the Trade Agreements Act, sir. 
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Mr. Suarson. The other question that I have is this: I have earn- 
estly been undertaking to find even as little as one area in whieh 
authority is granted under 5550 which is not now in the hands of 
the executive branch of our Government. I have been unsuccessful. 
Do you have in mind any areas under the Agreement where there is 
not authority today ? 

Putting it another way, do we not have authority to create an 

administrative body today just as we would have it under 5550? 

Mr. Frere. Well, I am not a lawyer, as you know. It was my 
understanding when we were working together in the Randall Com- 
mission that there was at least a great deal of doubt as to whether 
an approval of OTC by Congress was necessary. 

Mr. Smpson. But that doubt seems to have vanished since we 
have finished our contacts because no one who has been a witness in 
our hearings has named as little as one area where there is not author- 
ity today to do that which 5550 purports to authorize. Now, if and 
unless we do learn of some area or some reason for the act, I am 
unwilling to report it, even though I believe that we should properly 
administer GATT. My position is that we do have the authority and 
we have been neglectful. The people in the 35 nations have made 
no effort presumably, or certainly at least no agreement to administer 
it as they can do, and, if I am correct, as far as we are concerned, 
there is authority. 

Mr. Fremine. Well, you have witnesses much more competent to 
answer that, but my "recollection is that in our discussions in the 
Randall Commission the question of submitting OTC to GATT was 
treated more as a deference to Congress than as a matter of law. I 
remember some discussions in which Senator Millikin took part in one 
of them. 

Mr. Srurrson. I know that I am not permitted to disclose and will 
not, but there were certain things in our drafts of this proposal which 
were clearly beyond the scope of the authorizations under the recipro- 
cal trade program. They were discarded. They are no longer in 
this thing. They were parts of ITO perhaps. Then what is brought 
in to us is what remained and, with regard to that, no one says there 
is any area, and what we have before us only proves that, for which 
no one has yet told us there is an additional authority to what they 
have today. 

Mr. Fiemine. What the administration has? 

Mr. Smoapson. They do not tell us that. They bring in the bill but, 
when asked what new authority is granted in 5550, they cannot tell 
us. They do not put their finger on any point of this legislation which 
is new, which is necessary in order to properly administer GATT. 
It may be in there, but I do not know. 

I have one other point. There is no authority in the OTC to amend 
itself. That is provided in the agreement. Of course, GATT can 
be amended by the 35 nations. That is correct, is it not? 

Mr. Friemine. Yes, and GATT can be amended with different 
majorities for the different parts of GATT, but there is always this: 


any contracting party that is not pleased with an amendment can 
terminate its membership. 
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Mr. Simpson. I do not think that is a very agreeable protection. I 
cannot conceive of the United States walking out of a general agree- 
ment. 

Mr. Fiemina. I cannot either. 

Mr. Stmpson. We have great influence in writing GATT, but, after 
all, if this agreement drags on for a great many years, we do not know 
what may be tried. Maybe they will try to write all of 1TO into 
GATT sometime in the future. We do not know the upper limits of 
the authority given to the administration under the reciprocal trade 
program. 

I have enjoyed our discussion. If you care to comment any fur- 
ther, you might doso. Ihave no further questions. 

Mr. Fiemine. Well, on the last point, you will remember, and per- 
haps I may remember more fully because I stayed in Geneva after 
oes had left, that a great part of the task of our delegation seemed to 

keeping starry-eyed ideals and objectives out. 

Mr. Stmeson. We were not there all the time. 

Mr. Fieminc. We never got full employment on it, but we got out 
of a lot of other paradises, 

Mr. Mirrs. Are there any further questions? 

Mr. Sadlak, of Connecticut, will inquire, Mr. Fleming. 

Mr. SaptaK. Mr. Fleming, you have told us and Mr. Simpson has 
confirmed and has gone on further to tell us that both of you served 
on the Randall Commission. If I recall that report, it seems to me 
that there was a recommendation of a congressional review of the or- 
ganizational provisions of GATT. 

Mr. Fiemine. There was. 

Mr. SaptaKx. Why should we consider the provisions of GATT 
along with this bill that would implement OTC then, following up the 
recommendations made in the Randall Commission ? 

Mr. Fiemrnc. I am not sure that I didn’t misunderstand your ques- 
tion. The Randall Commission recommended that the organizational 
setup for GATT be submitted to Congress. That is what you said? 

Mr. Sapiak. That is my understanding, yes. Why should we not 
consider the OTC as the organizational provisions of GATT here at 
this time? The administration or the State Department has never 
recommended that we go into the provisions of GATT, but they are 
recommending that we pass this bill 5550 to bring into existence OTC. 
Congress is not being asked to review GATT at this time but they cer- 
tainly are being asked to put in OTC. Why should not the adminis- 
tration ask this committee to review the organizational provisions of 
GATT? 

Mr. Friemina. I am not a lawyer, Congressman, and it is a little 
difficult for me. My feeling is that the Randall Commission were 
recommending that this organizational feature be submitted to Con- 
gress. They were not doing that with the conviction that it had to be 
submitted to Congress but that that was the more deferential proce- 
dure. I don’t recall any difference in the Commission on that point. 

Mr. Sapa. I do not have a copy of the Randall report before me. 
Perhaps either you or Mr. Simpson might remember the recommenda- 
tions made. If I recall correctly, there was a recommendation that 
there be a congressional review of the organizational provisions of 
G 
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Mr. Fieminc. That is the substance of it. 

Mr. Sapiak. Now, such request has never been made as far as I 
can recall, but we are being asked to implement OTC without consider- 
ation of any kind being given to the provisions of GATT. 

Mr. Fiemrne. Well, I regard the OTC as the organization fea- 
ture of GATT. 

Mr. Srupson. Will the gentleman yield ? 

Mr. Sapiax. Yes. 

Mr. Stmpson. They used the word “organization” as being admin- 
istrative. That was your understanding? 

Mr. Fiemine. That was my understanding. 

Mr. Stmpson. That was one of the points on which I differed from 
the recommendations, is that correct ? 

Mr. Fitemtne. That is my understanding. I thought that the reason 
for distinction was that OTC is an international organization and 
the United States would be participating in the setting up of an inter- 
national organization in OTC. 

Mr. Sapiak. I have no further questions, Mr. Chairman. 

Mr. Mitus. Are there any further questions? 

Mr. Mason of Illinois will inquire. 

Mr. Mason. I would like to get this thing cleared up because it is 
getting more hazy by the minute to me. 

As I understood it, the Randall Commission recommended con- 
gressional review not only of the organizational features of GATT but 
of the provisions of GATT. That is my understanding of that recom- 
mendation, that the organizational features of GATT and the provi- 
sions of GATT should be reviewed by us. We have not been given 
the opportunity to do that and now they are asking us simply to imple- 
ment GATT by setting up this OTC. I think they are getting the 
cart before the horse. 

I think that we should go over the organizational features of GATT 
and the provisions of GATT and give it approval or nonapproval 
before we set up an organization to implement it. 

Now, that is my definite understanding of the recommendations of 
the Randall Commission. 

Mr. Mitts. Are there any further questions? 

Mr. Fiemtine. Mr. Mills, I wish we had the language of that recom- 
mendation right here. 

Mr. Mitts. We will have it in just a few minutes, Mr. Fleming. In 
the meantime, I wonder if I might get you to comment as a delegate 
to the ninth session of GATT where the OTC was negotiated, on the 
GATT negotiating process and also the position of the United States 
in GATT. Would you take just a few minutes to comment on those 
points? 

Mr. Fiemine. Yes, Mr. Mills. 

I came away with two particular impressions. One is of the burn- 
ing desire of some of these countries that are generally termed as 
underdeveloped countries for a special consideration due to their dif- 
ficulties of developing their resources and at the same time having 
a livable standard of living.. They are very earnest on it and in some 
respects it makes them pretty difficult people to deal with. That is 
not only what you might call the backward countries, but countries 
like Australia and New Zealand and the Latin American countries 
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which suffered during each of the wars from the interruption of the 
supplies from abroad and from being cut off from their markets. 

Another impression that I got was of the great influence that the 
United States delegation had. I don’t think we would have gotten 
by with as little concession to the underdeveloped countries as we did— 
that concession being some mitigation of the application of the rules 
to them under some circumstances—if it were not for the fact that they 
and all the other nations recognized that our economic importance is 
so great that there could not be a GATT without it. 

Mr. Mitts. Pardon me for interrupting at this point. 

_ Then you came away with the impression that the other contract- 
ing parties to GATT would desire to perform under GATT in such 
a way as to retain our membership inGATT? 

Mr. Fiemrnc. I think so. I think every nation there realizes that 
order in international trade is indispensable to all of us. Now, it may 
be more important to us in terms of millions of dollars, but it is im- 
portant to the poor country in terms of less dollars, but that lesser 
amount being the difference between solvency and insolvency. So 
that I think all the nations realize the importance of it, and I think 
that the concessions were, as I would call them, facing realities rather 
than really being concessions. 

Mr. Miuis. Mr. Fleming, I will ask the clerk to read the provisions 
of the Randall Commission report referred to by other members of 
the committee and by you a few minutes ago. 

Mr. Irwin (reading) : 

The organizational provisions of the General Agreement on Tariffs and Trade 
should be renegotiated with a view to confining the functions of the contract- 
ing parties to sponsoring multilateral trade negotiations, recommending broad 
trade polices for individual consideration by the legislative or other appropriate 
authorities in the various countries, and providing a forum for consultation 
regarding trade disputes. The organizational provisions renegotiated in accord- 
ance with this recommendation should be submitted to the Congress for approval 
either as a treaty or by joint resolution. * * * The President’s power to nego- 
tiate trade agreements under the Trade Agreements Act and to place them in 
force should be extended for not less than 3 years, with appropriate safeguards. 
Such a period should give time for considering the effects of the recommenda- 
tions for action here and of the actions taken abroad to restore multilateral trade 
and payments as in the past, and for Congress to give adequate consideration to 
the renegotiated organizational provisions of the General Agreement on Tariffs 
and Trade, as recommended above. Consideration should then be given to 
extending the Trade Agreements Act for a longer period than 3 years, with such 
safeguards as experience then indicates to be necessary. 

Mr. Mus. Any further questions? 

Mr. Simpson of Pennsylvania will inquire. ; 

Mr. Stmpson. I do want to refer to Mr. Sadlak’s question. I did not 
want to refute it. The clerk having read the recommendation of the 
Randall Commission, I think, confirms what my recollection is with re- 
spect to the organizational provisions being referred to the Congress. 
At that time no one knew under GATT just what are the organizational 
provisions, and it was argued that you could not simply, by picking out 
certain sections of the GATT agreement, determine which were 
organizational and which were substantive, and therefore you would 
have to bring the entire document to the Congress for approval. 

Now, what we have before us now does not confirm that the recom- 
mendations of the Randall Commission, namely, that the organiza- 
tional recommendations be brought in, are carried out, because we have 
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much more in this bill than sponsoring foreign tariff regulations or 
recommending a consulting body. We have much more than that in 
this bill now before us for, under the agreement, we would be permitted 
to interpret and to render decisions, becoming quasi-judicial in fact, 
and those recommendations, those latter two, the right to interpret and 
the right to act as a judicial body are not in the favorable recommenda- 
tions made by the Randall Commission. 

Mr. Fiemrne. I understood all along that the organizational feature 
which the Randall Commission recommended be submitted to Congress 
was the setting up of the body to administer GATT. That body as it 
has been drafted in this OTC document is strictly a servant and not a 
master. It is the continuous body to administer GATT, and it has 
such powers as, under extenuating circumstances, relieving a contract- 
ing party of part of its obligations, but always subject to the power of 
the plenary session of GATE each year. 

Mr. Stmpson. They are the same personages, though. If you are in 
GATT you are also in OTC. 

Mr. Fiemine. Yes, but your permanent personnel would be just a 
small part of the total personnel of GATT. 

Mr. Stupson. You have one vote though. In either case, you are one 
out of 35, 

Mr. Fiemrne. Yes, and OTC can impose no commitment on a nation 
that the nation has not accepted through the General Agreement. 

Mr. Mitts. Mr. Curtis of Missouri will inquire, Mr. Fleming. 

Mr. Curtis. Mr. Fleming, I thought I understood your original 


statement, but, in the light of these questions, I am not entirely sure 
that I did. 


I was attached to the first full paragraph on page 7 of your statement 
where you state: 


From the practical viewpoint, I see two objections to operating without a 
formally constituted agency. If I entered a joint agreement with 33 other busi- 
ness men, involving assumption of obligations by each of us and requiring an ad- 
ministrative staff, I would want an explicit instrument defining the staff's 
duties and authorities, first in order to be sure it would not arrogate powers that 
I did not intend to delegate, and second * * * 
and then you go on and develop it further. 

I thought that perhaps you were referring to GATT itself, because 
that has been the question uppermost in my mind as to whether we have 
an explicit instrument defining what the Congress has delegated to the 
executive in the way of entering into these agreements and then, like- 
wise, what is the limitation on Gatt’s jurisdiction; but I take it now 
that you are not referring to GATT in this paragraph. 

Mr. Fiemtine. No, sir. 

Mr. Curtis. Then I might say that, if you are not, why are you not? 

Mr. Firemine. Well, GATT is simply an agreement. 

Mr. Curtis. Yes, but it is an agreement that can only be entered 
into if the Congress has delegated to the executive the power to do it, so 
that it becomes important to know what is the jurisdiction of this 
GATT agreement. Can it enter into and consider subject matters that 
affect health standards, for example, that are imposed by our country, 
or labor standards, and so forth? Is that within the purview? It 
is certainly within the purview of trade, and the question is, have we 
defined the jurisdiction of GATT and have we defined the jurisdiction 
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of the executive in entering into these multilateral trade agreements? 
Do you think we have defined it in the present law ? 

Mr. Freminc. Well, this document generally defines the purposes. 

Mr. Curtis. Yes, but it defines the purposes and that more or less 
disturbs me. I have picked out the purposes as set out in GATT. They 
refer in their preamble to trade and economic endeavor. Well, eco- 
nomic endeavor is a pretty broad thing. That is just the preamble. 

Then, in actually granting the authority, GATT uses the words “re- 
duction in tariffs or other barriers to trade.” 

Barriers to trade can include almost any range of economic factors. 
Referring to the authority that the President has in the Trade Agree- 
ments Act, the preamble refers to “existing duties or other import 
restrictions,” in contrast to trade and economic endeavors, and the 
actual authority does not say anything other than “to enter into 
foreign trade agreements with foreign governments.” It says, “trade 
agreements,” but it does not say anything about barriers to trade. 

I think that there is a lot of sincere questioning on the part of a 
lot of our citizens as to whether we know what authority has been 
granted to the executive and whether we know what the jurisdiction 
of GATT is. 

I agree with your thoughts here even though you might not have 
wanted to apply them to GATT. I want an explicit instrument to 
find these authorities and I want to be sure that it would not arrogate 
powers that I did not want to delegate. 

Mr. Fiemrne. I think that there is this difference. GATT is an 
agreement and the proposed organization is a body. 

Mr. Curtis. But the point is still there. It is an agreement, but 
how does it come about and how does it bind the United States?) The 
authority is vested in this Congress. Now, the Congress, of course, . 
delegates powers to the executive. That is the way we operate. But 
when we do delegate those powers, have we not the duty to spell them 
out so that we know what we are delegating and that thats is not any 
of this confusion that seems to exist on the very points you are making 
here? Some people say that GATT and the agreements go way be- 
yond the powers that were delegated to our executive by this Congress. 
Now, I hope I still have an open mind on this subject but I know there 
are some serious questions raised because there were witnesses yester- 
day who raised some very interesting questions involving our agricul- 
tural situation and the waiver that some people felt was necessary to 
get from GATT in order to go ahead with our plans for both the 
domestic and international aspects of our agricultural industry. 

Mr. Fiemrne. I think that waiver was necessary. I think that, if 
you look at it from the strictly technical point of view, you might say 
otherwise; but we were asking these other countries to say that they 
would not use import quotas for protective purposes and, in asking 
them to sign an agreement like that, why, I think we had to make our 
position with regard to section 22 clear. ; : 

Mr. Curtis. I might agree with you, Mr. Fleming. In fact, I might 
agree with you on a lot of things as to what is necessary if the execu- 
tive is going to go about making any intelligent trade agreements, but 
the issue, as I see it, is has Congress given that authority already, and 
if so, why do we not spell it out so that there is no confusion on the 
thing and so that we know what we are talking about just exactly 
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along the lines as you say here. Let us do it so that there will not be 
any arrogation of powers that were not intended to be delegated, and 
yet so that the executive beyond question has the powers that are nec- 
essary in order to intelligently handle this thing. 

It brings us back to another aspect, Mr. Fleming, which is along the 
line of questioning which I have been conducting. 

I think Congress has to be concerned about how industry and 
iabor and agriculture in our country get their points of view across 
to our board of negotiators. If we delegate authority to the execu- 
tive, it behooves the executive to set up by Executive order and other- 
wise how he is going to administer that authority. Yet in my tenta- 
tive judgment there seems to be a considerable gap in the procedure 
where the economic interests in this country process their cases, which 
they can do, to the Committee on Reciprocity Information in Trade 
Agreements; but how you go from there to the board of negotiators 
is still very hazy and very much up in the air. There is no Executive 
order on it at all. 

Incidentally, I was going to ask you how did you get to get an adviser 
in this last GATT meeting in Geneva? Is there a certain number 
of advisers appointed each time? 

Mr. Fiemina. I don’t know about previous meetings. There were 
two laymen at this meeting. 

Mr. Curtis. Was that just because it was that meeting or has there 
been some formalized executive procedure for appointing who will be 
the negotiators, what interests dey will represent, what records they 
will keep? There are just 101 techniques that go to handling the 
executive power that Congress has delegated, and Congress would 
like to know how that is handled. 

How would a citizen be appointed as an adviser ? 

Mr. Friemre. I think you would have to ask the fellows who 
Ppa the delegates. 

Mr. Curtis. I hope you see what I mean, though. If you were a 
member of the Tariff Commission you could answer immediately 
as to why you were appointed and the fact that it had been established 
partly by congressional act and partly by executive procedure; but, 
in this instance, you try to find out how negotiators were appointed or 
advisers or anything else, and you just end up in a hazy situation. 
No one knows. You were an “adviser” but you do not know by what 
procedure you became one. Nooneseems to know. 

Our citizens cannot channel their complaints and information 
through the board of negotiators under a setup like that, in my 
judgment. 

Mr. Fiemina. Well, this was not a board of negotiators for tariff 
concessions. 

Mr. Curtis. Well, you were operating under GATT, were you not? 
You were going there under a provision to revise GATT ? 

Mr. Fremina. A revision of the rules. My point is that we were 
not a negotiating committee to negotiate concessions in tariffs, or other 
restrictions. 

Mr. Curtis. Mr. Fleming, I would not care why you were tliere. 
You were having to do with GATT and you were there to effect this 
setup that we have apparently in a very indefinite way set up, whereby 
we negotiate our international trade agreements. 

75018—56——19 
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Now, a conference which is called to amend that agreement is a very 
important conference, and I would think that our people and the Con- 
gress would have some knowledge of the way in which negotiators 
would be selected for a conference devised to amend. The powers of 
amending are very great. 

Mr. Fiemine. [ am sure that the people who appointed us could 
answer your question. 

Mr. Curtis. I am sure that they cannot because I have asked them. 
We will leave it there. 

Mr. Miuus. Mr. Reed will inquire, Mr. Fleming. 

Mr. Reep. Mr. Fleming, I was not going to ask any questions but I 
know that you are a very well informed man. 

One thing that troubles me very much about these negotiations car- 
ried on between our country and other countries is that there seems to 
be a sort of stigma attached to quotas and yet we are one of the great 
offenders. I have no objection to that because it protects the farmers. 
We have a quota on cotton and tobacco and flaxseed and various other 
things. 

When we get into this organization and are seeking concessions from 
these other countries, whether we are dealing with bicycles or auto- 
mobiles or machine tools, the tariff in some of those countries is 60 
percent. Ours is only 15 pereent. The figures are astounding as to 
the amount of shipments of those things that are coming in here. The 
same is true of electrical appliances. 

When we are asking those concessions it is certainly natural that 
they are going to ask us for some concessions. Say that we have a 
quota of 800,000 bushels of wheat which is absolutely nominal as far 
as being of an consequence at all, about half of one percent of our pro- 
duction. They are going to say, “You make some concessions in your 
agricultural situation and we will try to take care partially of your 
proposition on bicycles or electrical equipment or what not.” 

Much of this negotiation is being done, as I understand, through the 
State Department. There would be a great temptation, if there is 
some different question involved in which they want to head off the 
influence of the Communists to go to those countries, to say, “We had 
better reduce our agricultural quotas and make these concessions.” 

Do you see any danger in that? 

Mr. Fiemrne. I thought that Congress anticipated that in the way 
they wrote Section 22 and made it pretty well proof against any such 
action. 

Mr. Reep. I know that, but no matter who did it or how they did it, 
that is one of the things that we have always objected to. Other na- 
tions are slapping on quotas and all these other restrictions and bar- 
riers. After 20 years I cannot see where we have removed many of 
these barriers. 

Mr. Friemrne. Mr. Reed, I think you will find that the other coun- 
tries have removed a great many of the barriers. 

Mr. Reep. Have they replaced those with other barriers that defeat 
what we are trying to do? : 

Mr. Fiemine. I don’t think so in a general way, I think that, as 
Europe has gotten into better shape financially, they have been cut- 
ting down on the barriers to their advantage as well as to ours. 

Mr. Reep. Well, that is, of course, a general statement. I value 
your opinion, but at the same time, from the figures that I have been 
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able to assemble, I cannot see where they have made any real con- 
cessions. 

A complaint was made to Great Britain about bicycles. I can 
name many other articles. 

They said, “We will reduce the tariff,” and they did. Then they 
instituted an import license system so that we could not get any in 
there at all. 

There was the matter of washing machines. They put on a quota 
of about 3,000 machines a year. That is all we could get in there. 
They get more of their products in here without any restrictions. 
They just change currency or convertibility of anything else in order 
to defeat the concessions that they make. That is the evidence that I 
have on this thing. That is why I am greatly disturbed because we 
are one nation, one thirty- seventh of the whole, and our influence will 
not be felt so much when we begin to cut down on foreign aid unless 
we are going to make an affirmative program. 

Mr. Fieminec. Well, I think you will get confirmation from most 
anywhere that the quotas and other restrictions practiced by England, 
Germany, Holland, and Belgium, have been cut down greatly, Mr. 
Reed. 

Mr. Reep. You just mentioned Germany. For instance, the German 
custom machine tool industry is currently bidding on U ‘nited States 
contracts at 50 percent less than the bids being offer ed by the American 
machine tool industry. Those are the things which we are going to 
face here, but you cannot get things into Germany at the present 
time. 

Mr. Fiemrne. I was talking about their restrictions on imports. 

Mr. Reep. They have all kinds of restrictions on imports over 
there. 

Mr. Fiemr1ne. But they have much less now than they had several 
years ago. 

Mr. Reep. Well, I will not dispute you on that point although I 
differ with you. 

If I may, I would like to introduce here the figures on imports of 
cotton and wool goods coming into this country. 

Mr. Mit1s. Without objection, it will appear at this point in the 
record. 

(The information referred to follows :) 

Imports of all textile products both manufactured products and 


unmanufactured products such as raw cotton, raw wool, and 
raw silk: 


i bnicrernthaiiet rE anpanes eh ae 
en e-auserdiviiniiapeiaiehh diss des tae sedeneenepeelgndie dis cte titel hile taalleabai ities Hastie 1, 495, 121, 000 
a i ih A i ii alellccedine asinine an 1, 110, 116, 000 
ie isdailiieestinishti tibial inca caciltinnpaiincncilEE Gitta ded ditties 926, 423, 000 
ti heiatneutginciendcch co teenies a itattiind has 794, 595, 000 


Imports of manufactured textile products (not including such un- 
manufactured products as raw cotton, raw wool, and raw silk) : 


Pea netlist hte ls Pi tea at ta 156, 952, 000 
te ahah ice bea bineri ee patnte heemeteinckitan ooo besemine cg ncaa 559, 085, 000 
POeti te a sey rs Se ie ree ee or 524, 387, 000 
Rp sitalns sh item apis 5 it is ab eh ee acl ean tice neh Sb 476, 009, 000 
1954 


pilin a ti lee Die clan detach dink de enand a xnieslteldiitimioht adie 451, 081, 000 
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Mr. Mizis. Mr. Fleming, a day or so ago a spokesman for the Amer- 
ican Farm Bureau Federation endorsed the program embodied in 
H. R. 5550, but said that his organization would oppose the program 
if OTC were to become a specialized agency of the UN. He expressed 
the thought that OTC should be separate and distinct from UN. 
He made a very persuasive statement. 

Do you have any comment to make to the committee on that point? 

Mr. Fiemrne. No, sir, except that the delegation was very careful 
to keep it as a separate and distinct body. 

Mr. Mi1s. Our delegation at the ninth meeting of GATT took no 
position, as I understand, recommending that OTC be a specialized 
agency of UN. 

Mr. Fiemrnc. We took great pains to keep it from being tied with 
UN, but I believe all of these international agencies have a provision 
that they file and, in fact, I think all international treaties are notified 
to the Secretariat of the UN, are they not ? 

Mr. Mus. I am not certain. That has been my understanding. I 
could be wrong. 

I am trying to find out, though, Mr. Fleming, if you have any sugges- 
tion to the committee as to this point : Should we protect against OTC 
becoming a specialized agency of UN? 

Mr. Fiemine. I think you should and that is what we endeavored 
to do. 

Mr. Mitts. Do you have any idea where this thought developed if 
it did not develop in the Randall Commission or on the part of our 
delegates to GATT, that OTC, which is proposed to administer GATT 
separate and distinct from UN, should now became a specialized agency 
of UN? 

Mr. Fiemrne. Well, I thought of it the other way around, that the 
ITO was tied in very much with the UN and that we endeavored, and 
suai continue to do so, to keep OTC as something standing on its own 

eet. 

Mr. Miits. This is from article 11 of the agreement itself on the 
Organization of Trade Cooperation, and I am reading from article 
11 (b): 


In pursuance of the provisions of the preceding paragraph, the organization 
may, by an agreement approved by the assembly, be brought into relationship 
with the United Nations, as one of the specialized agencies referred to in article 
57 of the Charter of the United Nations. 

It would seem that the development in the course of the negotiations 
culminated in the agreement on the Organization for Trade Coopera- 
tion. 

Mr. Fremrnc. I am afraid I am stumped on the significance of that. 

Mr. Stmpson. Mr. Chairman. 

Mr. Mrtxs. Do you wish to inquire? 

Mr. Stmpson. Yes. 

Mr. Mitts. On this point I yield to you. 

Mr. Srmpson. Mr. Fleming, you may possibly recall that when we 
were in Geneva there were several drafts brought to our attention of 
what has turned into OTC. In one of those drafts, and I am able to 
quote from it. there were references to the organization, as soon as 
practicable, being brought into relationship with the United Nations 
as one of the specialized agencies referred to in article 57 of the Charter 
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of the United Nations. That was a direct quote and I will not say how 
the gentleman voted, but I have no doubt that he supported our opinion 
that it should be stricken because he is in accord with what we are 
saying now. However, it does illustrate what the intention was at 
that time of these people who were recommending this OTC which we 
are now asked to approve. 

Mr. Mus. What I read purports to be article 11 (b) of the agree- 
ment, and it says “may” here, and the original idea was to say “shall,” 
is that the point? 

Mr. Simpson. That is exactly the original idea, as I recollect. 

Mr. Fiemine. And “shall” was stricken and “may” put in its place. 

Mr. Mitis. As I understand your view, however, we should not 
authorize that action nor require such action to be taken ? 

Mr. Fiemine. Personally, I would like a minimum of connection 
with the other international body. 

Mr. Mus. I have difficulty in understanding any justification for 
OTC having such connection with UN when OTC is established for 
the purpose of administering an agreement entered into by a lesser 
number of countries than constitutes membership in the UN. I have 
a reluctance in seeing or believing that countries that are not a part of 
GATT should have anything to say in UN through a specialized 
agency about the operations of GATT. It disturbs me that the agree- 
ment authorizes this OTC to become a specialized agency of UN be- 
cause, when we operate within OTC, our country has one vote. It 
may be a very persuasive vote, but it is entirely possible that the other 
countries which are parties to OTC would desire that OTC become 
a specialized agency and the result would be accomplished that was 
originally proposed in the language read by Mr. Simpson. 

Mr. Stmpson. Mr. Chairman, it would be interesting to note that 
this reference to OTC itself is not the general agreement. It is the 
OTC itself. 

Mr. Mrs. I have one other thought, Mr. Fleming. 

Do you have any views with respect to the selection of personnel 
should the United States become a member of OTC? How should it 
be selected? Do you have any views on that point? 

Mr. Fieminc. Do you mean the personnel ? 

Mr. Muus. Personnel of the American delegation that become a 
permanent representation of the United States in OTC. Should it 
be the same group that represents the United States in connection 
with GATT? 

Mr. Fiemrne. It is for the administration of GATT. 

Mr. Mrmus. Mr. Simpson has pointed out, as I remember, in in- 
terrogating some previous witnesses, that we might restrict our repre- 
sentatives to OTC in what they can do, but that they can adjourn 
their meeting, change their hats, and reconvene in another room and 
negotiate changes in GATT that we would limit them and prevent 
them from doing in connection with their membership in OTC. 
Therefore, I raise the question as to whether you have any views to 
express to the committee with respect to whether the personnel in 
both GATT and OTC should be the same. 

Mr. Fremine. Well, you have your sort of secretarial personnel. 

Mr. Mirts. I am not worried about that. That could be the same. 
I would not object. The point I am getting at is should the guiding 
policymakers be the same? 
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Mr. Fremr1nc. OTC will have permanent employees who will have 
to take an international point of view of their duties so that I would 
say that any Americans that happen to be in that permanent staff 
would more or less disqualify themselves for representing the United 
States in another capacity. 

Mr. Mitts. Well, it is always difficult for me to understand how the 
same man could do a good job policing his own acts. Now, if we have 
negotiators who negotiate reductions in duties in connection with 
GATT, should the same personnel be established to police the actions 
of GATT under OTC, or to implement the enforcement of those 
actions ? 

Mr. Fiemrnc. I think not. 

Mr. Miits. Your point then is that we might well have different 
policymaking personnel appointed to OTC from the personnel ap- 
pointed in the policymaking capacity to GATT ? 

Mr. Fiemine. I think so. We have an instance right now. There 
is aman named John Evans, who is serving in some important capac- 
ity with the Secretariat of GATT. I think he is a very competent 
man but, when he becomes a part of the staff of the organization, I 
would think that he would disqualify himself to represent the United 
States. 

Mr. Mir1s. Let us lay the cards on the table, Mr. Fleming. Do 
vou think that the United States should be represented in connection 
with OTC by what we refer to as the lower echelon within departments 
of Government, or should the President be empowered to appoint 
people to policymaking positions in OTC who are separate and dis- 
tinct from employment within agencies of the executive department, 
and perhaps provide for Senate confirmation of the appointment of 
our American representatives to OTC in policy capacities? 

Mr. Fiemrne. I will differentiate there between OTC and GATT. 

Mr. Mis. I want the two, as far as personnel is concerned in 
administrative capacity of policymaking capacity, to be different. 
If I am wrong, I want to know wherein I am wrong. If they are 
different, why would it not be proper for these people, who are ap- 
pointed as permanent representatives of our Government to admin- 
ister the operations of GATT, to be appointed from positions in life 
other than positions within the executive department, and perhaps 
confirmed by the Senate? 

Mr. Fiemtnc. I would like to make this distinction: The people 
who represent us in GATT represent us in one annual meeting and 
thus, for instance, Canada can afford to send Mr. C. D. Howe, who is 
probably their most able member of the Cabinet, and you get men 
of cabinet rank at the head of a lot of these delegations and I think 
that is right for the United States. Then you come to the whole 
12 months of the year, and I doubt that you could reach that high 
in rank, and you would pick out men of particular competence in the 
field. 

Mr. Mitis. Well, the President has had no difficulty in finding men 
in private life who would participate, as you and others have done, 
in these undertakings. Perhaps he could have the same success in 
finding people who could participate in the operations of OTC. Tam 
trying to find out whether there would be greater confidence, in your 
opinion, on the part of American businessmen if such caliber of per- 
sonnel were appointed to represent us if we become a member of OTC? 





ORGANIZATION FOR TRADE COOPERATION 283 


Mr. Fiemine. Mr. Mills, I cannot quite see it, because the policy 
decisions are made at the GATT level, the annual plenary meetings. 
Now, when you come to OTC, it just performs under rules that have 
been determined at the GATT level. 

Mr. Mixts. In other words, it might be more important to have 
this ene personnel 

Mr. Fitemine. At the Plenary Session. 

Mr. Mus. At the Plenary Session of GATT. You would agree 
that that might be an improvement in the vitality and future opera- 
tions of GATT so far as we are concerned ? 

Mr. Fiemine. Yes, but I don’t think we have neglected that. 

Mr. Mitts. I am not saying that we have not had that. Do not 
misunderstand me. I am trying to understand your thinking on 
this point. 

Then, in your opinion, it is not necessary that we have the same 
topflight, public type people in the administration of the provisions 
of GATT, namely, Ore: 

Mr. Fiemrine. I think at that level what we are looking after more 
is specialized competence. 

Mr. Mi1s. From within the executive branch of the Government, 
or from the outside ? 

Mr. Fieminc. From within and possibly from outside. 

Mr. Mus. I am just trying to get your thinking on this point 
because I have been somewhat disturbed over the fact that the rep- 
resentatives to both GATT and OTC might well be the same indi- 
viduals and also I had thought that maybe we could strengthen 
acceptance of this whole operation by providing for the appointment 
of certain personnel to both GATT and OTC as a matter of law. 

Mr. Fiemine. I think you will probably wind up with better per- 
sonnel if you don’t pin it down too much. 

Mr. Mitus. It would be difficult for me to believe that we could 
select better personnel than you and others who participated in the 
ninth meeting of GATT. I will admit that. All of you were very 
high caliber people, and you have demonstrated your own knowledge 
of this subject. 

You have made a remarkable appearance before the committee. 
If there are no further questions, we want to thank you for your 
appearance and the very valuable assistance you have been to the 
committee on this problem. Thank you very much. 

(The following material was received for the record :) 


Houston 1, Tex. March 14, 1956. 
Hon. Jere Cooper, 


Chairman, Ways and Means Committee, 
House Office Building, Washington 25, D.C. 


DeAR Mr. Cooper: On the morning I appeared before your committee I was 
confused by some of the questions about personnel in relation to OTC-GATT ; 
and I think in some instances committee members were confusing different bod- 
ies in their questions to me. I would like, therefore, to provide for the record 
supplemental information to my testimony. 

The personnel involved for the United States in the GATT Ninth Session con- 
sisted of the members of the United States delegation to the meeting. 

The chairman of our delegation to the Ninth Session was approved by the 
President and was an Assistant Secretary of State, Mr. Samuel C. Waugh, now 
president of the Export-Import Bank. It is my understanding that for the last 
five sessions of the GATT the chairman has been an Assistant Secretary or an 
Ambassador, appointed to this rank with Senate confirmation. The vice chair- 
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man of our delegation to the Ninth Session, Mr. Winthrop G. Brown, who is now 
Minister for Economic Affairs at the American Embassy in London, also was 
approved by the President. 

The other persons on the delegation consisted of four congressional members, 
two public members, and other members drawn from agencies in the executive 
branch. The congressional members were designated by the President, the pub- 
lic members were drawn from private business and were designated by the As- 
sistant Secretary of State for International Organization Affairs with the con- 
eurrence of the President. The members from the executive branch were se- 
lected by the heads of the Departments from which they came and formally 
designated by the Assistant Secretary of State for International Organization 
Affairs. 

If the agreement to establish the OTC goes into effect, the OTC Assembly will 
take the place of the annual GATT meetings. Therefore there will be no occa- 
sion for a separate GATT meeting as distinct from an OTC meeting, which seems 
to be implied in some of the testimony. Presumably the head of the American 
delegation to the assembly will be of the rank of Assistant Secretary or Am- 
bassador, that is to say, a person appointed to this rank by the President, with 
the approval of the Senate. 

The United States delegation to meetings of the OTC Executive Committee 
presumably would be selected under instructions from the President at the level 
or rank required by the importance of the particular meeting. Since the execu- 
tive committee may meet frequently and sometimes may deal with routine as 
well as more important matters, flexibility in the appointment of the principal 
representative to these meetings would seem to be desirable. 

Tariff negotiating conferences would, of course, be separate from OTC meet- 
ings. The head of the United States delegation to the tariff-negotiattImg meeting 
now going on in Geneva is the Deputy Under Secretary of State for Economic 
Affairs, Mr. Herbert V. Prochnow, who was designated with approval of the 
President. Also designated with approval of the President is the vice chairman, 
Mr. Carl D. Corse, who is the Chief of the Division of Trade Agreements and 
Treaties in the Department of State, and the chairman of the interdepartmental 
Trade Agreements Committee. The members of the Trade Agreements Com- 
mittee from the other agencies are also members of the delegation. Four public 
persons have also been named as advisers to the delegation: Elliott V. Bell, 
editor and publisher of Business Week; Homer L. Brinkley, executive vice 
president of the National Council of Farmer Cooperatives; Bryant Essick, presi- 
dent of the Essick Manufacturing Co.; and Stanley H. Ruttenberg, director of 
research, AFL-CIO. I would assume that the United States delegation to tariff 
negotiating meetings would continue to be selected in the same way they have in 
the past. 

Respectfully, 
LAMAR FLEMING, Jr. 


ANDERSON, CLayTON & Co., INc., 
Houston 1, Tezx., March 2, 1956. 
Hon. JERE Cooper, 
House Office Building, 
Washington, D. C. 


DEAR JERE: I am sorry I will be unable to come to Washington to testify 
on OTC, but I wanted to say that I think it is highly important that H. R. 5550 
be passed, not only to provide administrative machinery to GATT, but to avoid 
weakening the ties which bind the free word together. I am confident if OTC 
is repudiated by the Congress, the effect which this act will have on our partners 
in NATO will be extremely unfortunate. 

I agree with George Kennan that “the Soviet threat is more serious today 
than at any time since 1947. I do no recognize the world Mr. Dulles is talking 
about.” Under these circumstances, we cannot afford to do anything which the 
free world will interpret as a slap in the face, as would certainly be the interpreta- 
tion given to our rejection of OTC. 

I hope this will find you well, and with kindest regards I remain 

Sincerely yours, 
W. L. CLayton. 
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Mr. Mitts. Our next witness is Mr. Emilio G. Collado. 
Mr. Collado, will you please come forward and give your name, 


address, and the purpose of your appearance for the benefit of the 
record, sir ? 


STATEMENT OF EMILIO G. COLLADO, TREASURER, STANDARD OIL 
CO. (NEW JERSEY) 


Mr. Cotiapo. My name is Emilio G. Collado. I am treasurer of 
Standard Oil Co. (New Jersey). 

Mr. Mis. Mr. Collado, you are recognized to deliver your state- 
ment in your own manner without interruption. 

Mr. Cotxapo. Thank you. I am the treasurer of Standard Oil Co. 
(New Jersey), a company which conducts business in and among the 
United States and almost all of the nations of the free world. I am 
grateful for the opportunity to appear before this committee to sup- 
port our country’s participation in the Organization for Trade Coop- 
eration, a move which we believe would be an important further step 
in the foreign economic program of the United States. 

The daily experience of Jersey Standard gives an opportunity at 
first hand to view not only the benefits but the problems involved in 
international commerce. Foreign trade provides the United States 
with an opportunity to exchange the products of our farm and indus- 
try for goods and services which we might otherwise not be able to 
enjoy at all, or only at added cost. It gives other countries the oppor- 
tunity to receive products helpful in raising their living standards, in 
return for their own raw materials, agricultural output, or manufac- 
tured goods. These exchanges enrich our lives and the lives of peo- 
ples throughout the world. To maintain and expand these benefits, 
it is important that international trade should seek progressively 
higher levels. 

Because of our experience, we believe that world trade can best be 
strengthened by reducing to a minimum those barriers—particularly 
discriminatory and quantitative restrictions—which impede its flow 
between nations. This belief is consistent with the policy of our coun- 
try. For two decades the Government of the United States has em- 
bodied this policy in its reciprocal trade program, which has worked 
to improve our trading relations. 

We believe that it is desirable for our country to continue and im- 
prove the long-established policy, helpful to the interests of so many 
American citizens. One step in that direction has been subscription to 
the principles outlined in the General Agreement on Tariffs and Trade, 
better known as GATT. Moreover, GATT reaffirms our own trading 
principles of nondiscrimination and the reduction of quotas and other 
trade barriers. The Randall Commission, set up by Congress to inves- 
tigate fully American foreign economic policy and international 
trade, found that GATT’s multilateral technique of tariff and trade 
negotiations was useful in negotiating agreements under our recipro- 
cal trade program. However. the Commission then felt that the 
organizational aspects of GATT could be improved and that these 
particular provisions should be renegotiated. 

The proposed Organization for Trade Cooperation is the result of 
careful scrutiny which our own nation helped initiate and in which 
it took an active part. I should like to stress that membership in 
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OTC does not mean that we are subjecting ourselves to new policies 
over which we have little or no control. The OTC charter clearly pro- 
hibits it from devising and imposing any new policy directives. Mem- 
bership means, rather, that we as a nation are willing to join in a 
cooperative effort to improve trade conditions throughout the world. 
This aim is consistent with traditional American concepts of non- 
discrimination and with the economic welfare of all our people. Thus 
the OTC will not only help carry forward the principle of the recipro- 
cal trade program, but will be the medium through which those prin- 
ciples can be made to function more effectively. 

We at Jersey Standard feel that our country’s efforts should con- 
tinue to be directed towards minimizing impediments to the world- 
wide flow of goods. This role in promoting trade deliberalization and 
sound trade practices offers the rest of the free world positive and 
dynamic economic leadership which will strongly contribute to the 
quality of our leadership in al] other areas. 

For these important reasons, we urge that Congress approve the 
participation of the United States in the Organization for Trade 
Cooperation. 

Mr. Mrii1s. Does that complete your statement, Mr. Collado? 

Mr. Cotiapo. Yes, sir. 

Mr. Mriuis. Are there questions? If not, we thank you for your 
appearance and the information given the committee, Mr. Collado. 

The next witness is Mr. L. Dan Jones. 

Please come forward, Mr. Jones, and give your name, address and 
the purpose of your appearance to the clerk for the benefit of the record, 
sir. 


STATEMENT OF L. DAN JONES, ASSISTANT GENERAL COUNSEL, 
INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA 


Mr. Jones. Mr. Chairman and gentlemen of the committee, my 
name is L. Dan Jones. I am assistant general counsel of the Inde- 
pendent Petroleum Association of America, which is a national trade 
association of independent producers of crude petroleum and natural 
gas, including land and royalty owners. The principal interest of the 
membership of the Association is in the domestic production of oil and 
gas. Every oil producing area of the Nation is represented in the 
Association membership. 

Our study of the Organization for Trade Cooperation (OTC) and 
its companion, the General Agreements on Tariffs and Trade (GATT) 
has led us to the conclusion that congressional approval of United 
States participation in the OTC is objectionable (1) on the basis of 
certain fundamental principles and (2) on the basis of specific detri- 
mental effect upon the domestic petroleum industry. Our opposi- 
tion to H. R. 5550 may be summarized as follows: 

1. H. R. 5550 constitutes a dangerous delegation of congressional 
authority to an international body involving matters which are vital 
to the national security and economy of our country. 

2. The OTC-GATT agreements are in conflict with the “national 
security amendment” just recently incorporated by Congress in the 
Trade Agreements Extension Act of 1955. 
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3. The OTC-GATT agreements are also otherwise in conflict with 
the Trade Agreements Act, particularly the “escape clause” provisions 
thereof. 

4. The OTC-GATT agreements limit the unilateral action that the 
United States may take on purely domestic matters and impose a 
requirement that action on domestic matters be taken in a manner that 
is in violation of fundamental principles of our philosophy and system 
of government. 

DELEGATION OF AUTHORITY 


In our opinion, congressional approval of United States participa- 
tion in OTC would constitute a dangerous delegation of authority over 
trade and other matters to an international body. It would place 
these matters for all practical purposes beyond the reach of Congress. 
It would also restrict the executive branch of Government in taking 
unilateral action unless the majority of the 35 members of the OTC 
Assembly agreed. 

The domestic oil industry has had considerable experience under the 
trade agreements program. Oil has been treated in several agreements 
including GATT. 

We have found that a most objectionable aspect of the law has been 
the unsatisfactory nature of administrative procedure whereby domes- 
tic industries have been unable to obtain a full and fair consideration 
of their views. This has been due, in part, to the fact that the view- 
point and emphasis of the State Department understandably is in 
the direction of the international picture, not domestic matters. 

The entire procedure has been carried on in a “closed door” atmos- 
phere. It has been impossible to reach those with authority for a 
presentation of views which we sincerely have felt warranted real 
consideration. This type of operation is completely repugnant to our 
system of due process of law and sense of fair play. We believe that 
this is now about to be perpetuated by congressional sanction of an 
international agreement, whereby final authority will be placed in an 
international group, one step still further removed from the range 
of the voice of domestic industries. 

Because of our experience under the trade agreements program 
we very strongly feel that the domestic producers’ best interest is 
served by Congress retaining the authority to deal directly with for- 
eign trade matters such as the problem of excessive oil imports. It 
is our further conviction that because of the vital importance of 
petroleum to our economy and to the national defense, that the interest 
of the Nation as a whole calls for Congress to retain control over 
this matter. 

_ Inshort, the enactment of H. R. 5550 would have the effect of deny- 
ing the United States freedom of action to meet vital problems. 

An example is the oil-import problem. 

The problem of excessive petroleum imports as it affects the 
domestic economy and the national security has been of growing con- 
cern particularly since World War II. Every indication points to 
Increasing seriousness unless positive corrective action is taken. 

_ The rapid growth in petroleum imports following World War IT 
is shown in the following table. 
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To summarize there, you will notice that during the prewar period 
of 1936 to 1941, total petroleum imports averaged 171,000 barrels a 
day. That amounted to 4.9 percent of domestic production. 

Going on down the table you will see that in the postwar period 
imports increased very consistently and in 1955 imports averaged 
1,249,000 barrels daily which amounted to 18.3 percent of our domestic 
production. 

Likewise, we have estimated the 1956 outlook for the first 6 months, 
and it shows that that increase in trend is still continuing. 

Mr. Mixxs. Without objection, the table will appear in your remarks. 

(The table referred to follows :) 


Ratio of total 
Total petro- | ’Ports to 
leum imports crude pro- 
duction 


Barrels daily Percent 
Prewar average 1936-41 171, 000 


cinpsienDaitesi¢dapibdcdabetbbati<d indie cicuanee mses 4.9 

Postwar average: 
Sp aahibathin incident nicmancamatiaes ctairabdphiaeien mie a aalaiana ean 377, 000 7.9 
IE hn dich ee erga <gh hein sennedeubdraiaigereqabbues the ebetceiadasy , 000 8.6 
ats 55 Shieh 4325 sn be bred da adh deb Oke eS sdk Jeeee dk d ek 514, 000 9.3 
Ohi in Edis Seinen eon th hg Nike, aii ictal shiva i ndspsaan ced a ie el a 645, 000 12.8 
GA bb Sd idahschhn duets ssisedbisddashssoctebebebbbes Uubbenk t>etdaseate 850, 000 15.7 
BE en ko poenes <esey pon pbengieddangitgiy on heed amas sa mbeeena tee 844, 000 13.7 
Bhs tins pr akecacenGhstubdice tagethnairbonilemmaaalitin. oie 952, 000 15.2 
BO ke So gest Bo Ricerca) scp gh wo pis ae EBL GRE eek a 1, 034, 000 16.0 
le pntbietubenadidabstcetvtdindes<debiibnedtittdibistidin iknthielens wag 1, 052, 000 16.6 
GOB og bce kth lt nda ddabine changes detected dubvesdiiebibeicnbtatehte dete ike 1, 249, 000 18.3 

Hoetionated 2006-—(iss 6 Witte) os ene cette cdnbteec tes voeebeecameebecsece 1, 400, 000 19.7 


Mr. Jones. Thank you, sir. This history shows that imports have 
been increasing at a very rapid rate. Prior to World War I, imports 
amounted to less than five percent of domestic production, whereas 
today, it is approaching 20 percent. 

The trend toward increasing dependency upon foreign oil raises 
serious security questions. It is true that we now hear the argument 
made that atomic bombs relegate conventional warfare to unimpor- 
tance. At the same time this theory of atomic blitz warfare is disputed 
on the basis that atomic bombs are so offensive and frightening that 
no nation would dare use them. In any event, if the trend since 
World War II of becoming more and more dependent on foreign oil 
is permitted to continue, the security of the United States can be 
seriously jeopardized at any time by merely interrupting the vul- 
nerable tanker supply line of foreign oil. To emphasize the degree 
to which we are already dependent on foreign oil, we need only look 
at the important industrial area along the eastern seaboard of the 
United States. At present approximately two-thirds of all industrial 
fuel oil used in this region is imported oil. In addition, the man 
large petroleum refineries along the Atlantic coast are today depend- 
ent on foreign oil for about 60 percent of the crude oil they refine. 
Thus, through the process of interrupting our supplies of foreign 
be an enemy country could seriously threaten the security of our 

ation. 

The seriousness of the oil-import problem has received widespread 
recognition. There has been general agreement within the industry 
itself that imports have been excessive and should be reduced. In 
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addition, in June 1953, President Eisenhower recognized the problem 
in approving a statement of Secretary of the Interior Douglas McKay, 
in which he urged the oil importing companies to “exercise that re- 
straint in respect of imports necessary to the health and security of 
the Nation.” 

In 1954, the President further recognized the problem by creating 
the Cabinet Committee on Energy Supplies and Resources Policy. 
After long and careful study, the committee concluded that “if im- 
ports of petroleum exceeded significantly the relationship that existed 
between imports and domestic production in 1954, the domestic fuels 
situation could be so impaired as to endanger the orderly industrial 
growth which assures the military and civilian supplies and reserves 
that are necessary to the national defense.” As will be noted in the 
above table, imports in 1954 amounted to 16.6 percent of domestic 
production. During 1955 imports increased to higher levels, amount- 
ing to 18.3 percent of domestic production. Published schedules of 
the importing companies for the current year 1956 indicates that 
imports will increase even further. It can be seen, therefore, that 
already imports are beyond the danger level set by the President’s 
Cabinet Committee. 

The oil-import problem is real and serious and has not yet been 
solved. It is a matter vital to defense. As a nation, therefore, we 
should remain free to take whatever action may be necessary to solve 
this problem. 

In order to evaluate the full extent of the delegation of authority in- 
volved in H. R. 5550, we must look at specific provisions of the OTC 
agreement. 

The OTC agreement provides at the outset that it is established to 
further the achievements of “the purpose and objectives” of GATT. 
We must, therefore, consider the purposes and objectives of GATT in 
order to evaluate the effect of OTC. One of the stated basic objectives 
of GATT is: “Developing the full use of the resources of the world.” 

The United States has already concluded, as I will point out in the 
next paragraph, that a restriction on oil imports is necessary to protect 
the national defense. Action by the Office of Defense Mobilization is 
in process to implement this policy. Other parties to OTC could con- 
tend that such action would retard developing the full use of petroleum 
resources in some other part of the world. Under OTC, as in GATT, 
the United States would have only 1 vote out of 35, in maintaining 
action deemed to be vital to our security or economy. 


OTO-GATT AGREEMENTS IN CONFLICT WITH “NATIONAL SECURITY 
AMENDMENT” 


The Congress has also given the problem of excessive oil imports 
consideration during the past several sessions. Last year this matter 
was very actively considered. As a result of congressional concern 
about the oil imports problem, and similar problems faced by other 
industries vital to the national defense, there was incorporated in the 
Trade Agreements Extension Act of 1955 a provision generally re- 
ferred to as the “National Security Amendment,” directing the Presi- 
dent to take such action as he deems necessary to keep apes at a level 
that will not threaten to impair the national security. This is a general 
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amendment applicable to all industries. During the debate in the 
Senate on this amendment, it was made abundantly clear that the in- 
tent of the amendment, as applied to petroleum, was that imports 
should not be permitted to exceed the 1954 relationship as recommended 
by the Cabinet Committee. 

The “National Security Amendment” does not impose any limits or 
restrictions as to the type of action the President may take. He may 
take action deemed noo to protect the national security. It may 
be a quota, increase in tariff or otherwise. During the debate in the 
Senate it was made clear that, as to oil, a quota was to be used. Yet 
OTC-GATT agreements outlaw quotas. And no tariff that has been 
treated under GATT can be changed or withdrawn by unilateral ac- 
tion. Thus, the OTC-GATT agreements are in conflict with the “Na- 
tional Security Amendment” as applied to oil in particular and also 
as to any and all other defense materials, 


OTC-GATT AGREEMENTS IN CONFLICT WITH “ESCAPE CLAUSE” 


The OTC-GATT agreements are also in conflict with, and would 
nullify, specific mandates of Congress embodied in the Trade Agree- 
ments Act. Particularly does it nullify the “escape clause” designed 
to give relief to industries injured by imports. 

The GATT agreement provides in article XI a general prohibi- 
tion against the use of import quotas. Even though the establishment 
of a quota on petroleum imports is determined to be the only effec- 
tive means of protecting the national defense of the economy of the 
United States the OTC-GATT agreements would prohibit our tak- 
ing such action unless a majority of the 35 member nations agreed 
to such action. 

The prohibition in GATT against the use of import quotas is con- 
trary to the “escape clause” provision of the Trade Agreements Act. 
The “escape clause” provision is a mandate of Congress that the United 
States remain free to provide relief to industries when imports cause 
or threaten injury. The “escape clause” provision specifically pro- 
vides that quotas shall be available as a means of relief. It may be 
that in some cases, quotas will be the only means of providing effec- 
tive relief. The OTC-GATT agreements, therefore, contravene this 
requirement of the existing law. 

The GATT agreement in article XXVIII materially limits the 
action that the parties thereto may take to modify or cease to apply 
any tariff or other concession agreed to. This again is in conflict 
with the “escape clause” provision of the Trade Agreements Act 
which specifically provides that concessions shall be modified, sus- 
pended or withdrawn if necessary in order to afford relief to domestic 
industries. Any agreement that concessions shall not be modified or 
withdrawn, for any period, is in violation of the “escape clause” pro- 
vision of the Trade Agreements Act. 


OTC-—GATT AGREEMENTS INTERFERE WITH PURELY DOMESTIC AFFAIRS i. 


The OTC-GATT agreements in our opinion confer powers and 
authority upon an international body which would require the United 
States, in dealing with purely domestic matters, to take action in a 
manner that is repugnant to our system and philosophy of government. 
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This, in our opinion, raises a most serious question concerning the 
OTC matter. We believe it warrants close scrutiny. 

The GATT agreement provides in article XX that the agreement 
shall not be construed as preventing a party thereto taking action 
“relating to the conservation of exhaustible natural resources if 
such measures are made effective in conjunction with restrictions on 
domestic production or consumption.” 

This provision limits very materially action that may be taken by 
the United States in regard to the conservation of any natural resource, 
such as petroleum. And it requires action, if taken, to be done in a 
manner that violates basic and long-established principles. 

The United States could take conservation actions only if domestic 
production or consumption is restricted. Incredible, but that is what 
the provision says. 

Regulation or control of production or consumption by the Federal 
government is completely inconsistent with our pholosophy of gov- 
ernment. The United States guardedly refrains from such controls 
except in times of war emergency when the normal supply and demand 
balance of the competitive system is disrupted. 

If the Federal Government did take action to restrict production or 
consumption, in order to comply with this provision, a still further 
serious question is presented. It is well established in the United 
States that conservation of natural resources, such as petroleum, is a 
matter for the States under their inherent police powers. This has 
been a carefully guarded fundamental. 

For these reasons, involving both (1) basic principles of concern 
to all elements of our Nation, and (2) the maintenance of adequate 
supplies of petroleum which is vital to the national security, we urge 
the committee and the Congress to deny the approval sought in H. R. 
5550 for United States participation in the OTC. 

Mr. Mrrxs. Does that complete your statement, Mr. Jones? 

Mr. Jonss. Yes, it does, Mr. Chairman. 

Mr. Mitts. Are there any questions ? 

Mr. Mason. Mr. Chairman. 

Mr. Mus. Mr. Mason, of Illinois, will inquire. 

Mr. Mason. I am in almost complete agreement with the arguments 
you have stated in your paper, sir, but I am curious to know why the 
Independent Petroleum Association of America and the Standard 
O'l Co. of New Jersey are in such direct disagreement. Could you 
enlighten me on that ? 

Mr. Jones. Sir, the Standard Oil Co. of New Jersey is an importer 
of oil, among other things. I don’t know whether that controls their 
viewpoint entirely. They have large holdings of petroleum in for- 
eign areas. On this import problem, as a result, we have always been 
on the opposite sides of the issue. 

Mr. Mason. Then the understanding would be that, because of their 
international associations, relationships, importing and exporting, 
they might be for this OTC and have good reason to be, while you, 
representing the Independent Petroleum Association of America and 
not having those international tieups, are opposed to it ? 

Mr. Jones. That might affect their thinking; yes. 

Mr. Mason. Thank you. 

Mr. Mrirs. Are there any further questions ? 
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Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiax. From your presentation, Mr. Jones, I am convinced 
that you have come to the conclusion that our escape clauses will no 
longer have any such meaning as they have had heretofore? 

Mr, Jones. Sir, I think they would be completely nullified if the 
GATT agreements and OTC agreements are effectuated. 

Mr. Sapiak. That is all. 

Mr. Mints. Mr. Ikard will inquire, Mr. Jones. 

Mr. Ixarp. Mr. Jones, I would like to congratulate you on a very 
fine statement and ask you one question. In your opinion, if the ODM 
should act on this import question which you outline and then, sub- 
sequent to that action, the OTC should be approved, is it your opinion 
and are you saying that the approval would in effect nullify the action 
of the ODM? 

Mr. Jones. Well, sir, the approval of OTC would make it possible, 
as I see it, for the OTC to step into the picture at any time and make 
it more difficult, if not impossible for the United States to take uni- 
lateral action or to continue unilateral action on any of these import 
problems. 

Mr. Ixarp. Thank you very much. 

Mr. Mus. Mr. Baker will inquire. 

Mr. Baxer. Is there anything in this bill, H. R. 5550, that sup- 
ports your position that enactment of OTC would prevent quotas? 

Mr. Jones. That is my very firm conviction, sir. The OTC basic 
objective, recited in the OTC agreement is to carry out the purposes 
and objectives of the GATT agreement, and the GATT agreement 
has a very specific provision in it prohibiting the use of import 
quotas. 


Mr. Baxer. In other words, you think that OTC would be duty 
bound, to use a common expression, to a out elimination of quotas 
t 


because GATT is opposed to quotas? Is that about what you mean? 

Mr. Jones. Yes, sir. That is my understanding of it. 

Mr. Baker. Of course, you are familiar with the fact that the Secre- 
tary of Commerce has stated just the opposite views in response to 
questions by me? 

Mr. Jones. It is hard for me to reconcile that position, Congressman 
Baker, in view of the fact that the very sole and basic ree of 
OTC is to effectuate and carry out the objectives of GATT. 

Mr. Baxer. Do you not think we could take care of that by some 
kind of amendment? 

Mr. Jones. I do not think you can if you approve OTC. It is my 
feeling that to approve OTC you inevitably are approving GATT 
and there is no way to separate the two. 

Mr. Boxer. H. R. 1 had snecifiec language, and I voted for it last 
year, that its enactment should not be construed as either approving 
or disapproving GATT. That does not go to the fundamental ques- 
tion of quotas. Would it be a to put into this bill a state- 
ment that in no sense it can be a barrier to quotas? 

Mr. Jones. Yes. I think it would be possible, sir. ; 

Mr. Baxrr. Let me change the question. Of course it is possible to 
put it in there. ¥ 

Mr. Jones. I appreciate that. 

Mr. Baxer. I want you to speak about the effect. 
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Mr. Jones. My own feeling is that that would leave the situation 
still very much confused. On the one hand you would be approving 
the OTC, the main objective of which is to effectuate GATT. On the 
other hand you are, in effect, saying that you are not approving GATT. 
To me that is so inconsistent that I would fear it would leave the situa- 
tion more confused than it is today. 

Mr. Baxer. That is all. 

Mr. Miuts. Mr. Jones, I did not intend to interrogate you, but I 
am prompted to ask you a question or two in the light of the colloquy 
which has taken place. 

In discussing the escape clause provision you mentioned articles XI 
and XXVIII of GATT. I did not notice in your paper any refer- 
ence, however, to article XIX, which directly covers our escape clause 
provision, in H. R. 1 last year. I think you will find in article XIX 
that the language is very clear that a country is free to suspend or 
modify a concession if a domestic industry is threatened with serious 
injury. 

Mr. Jones. That is article XIX of GATT ? 

Mr. Mus. Article XIX of GATT. You mentioned the other two 
articles, but it is article XIX that bears on the subject of the escape 
clause. 

I suggest that you reread it because I am certain that there is a 
protection for escape clause procedures that have been enacted by 
the Congress as a protection to American industry. 

Then on the other point which you make on national security, you 
point out that there is a conflict between GATT and the National 
Security Amendment of H. R.1. You say that we could not use import 
quotas for national security reasons because GATT outlaws such 
quotas. I refer you to article XXI of GATT entitled “Security 
Exceptions.” It is on page 71 of the committee print, for the benefit 
of the members of committee. 

Nothing in this agreement shall be construed * * * 

(b) to prevent any contracting party from taking any action which it con- 
siders necessary for the protection of its essential security interests * * * 

(iii) taken in time of war or other emergency in international relations * * * 

It seems to me that that certainly covers the national security 
amendment, does it not ? 

Mr. Jones. No, sir. As I understand article X XI, it is very much 
limited. You will note, if you will read on in paragraph (b), part 
(ii) it does provide an exception there which in effect would read: 

Nothing in this agreement shall be construed to prevent any contracting party 
from taking any action which it considers necessary for the protection of its 


essential security interests * * * relating to the traffic in arms, ammunition, 
and implements of war and to such traffic in other goods and materials— 


which I would assume would include petroleum— 


as is carried on directly or indirectly for the purpose of supplying a military 
establishment— 


and I emphasize, “for the purpose of supplying a military establish- 
ment.” 
I cannot conceive that the importation of oil during peacetime would 
come under that. i 
Mr. Mitts. Let us have the whole thing in the record at this time. 
Read it all. We want the facts. 


75018—56——-20 
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Mr. Jones. I cannot conceive that the importation of petroleum in 
peacetime would meet that limitation. 

Mr. Mitus. That is article X XI from which you are reading. Let 
us read the whole thing, article XXI from GATT: 

Nothing in this agreement shall be construed : 

(a) to require any contracting party to furnish any information the disclosure 
of which it considers contrary to its essential security interests; or—— 

Mr. Jones. Stopping there, sir, that would not apply as I under- 
stand it to the importation of oil. That applies to security informa- 
tion matter. It is the next paragraph that would apply to petroleum, 
if it applies at all. 

Mr. Mitts (continuing) : 


(b) to prevent any contracting party from taking any action which it con- 
siders necessary for the protection of its essential security interests ; 


(i) relating to fissionable materials or the materials from which they are 
derived ; 


(ii) relating to the traffic in arms, ammunition, and implements of war and to 
such traffic in other goods and materials as is carried on directly or indirectly 
for the purpose of supplying a military establishment ; 

(iii) taken in time of war or other emergency in international relations; or 

(c) to prevent any contracting party from taking any action in pursuance of 
its obligations under the United Nations Charter for the maintenance of inter- 
national peace and security. 

There is no question in my mind but what (b) (ii) covers petroleum. 

Mr. Jones. Yes, I think (b) (ii) does cover petroleum. 

Mr. Mitts. We could, therefore, under GATT and under the na- 
tional security amendment to H. R. 1 last year impose quotas on the 
importations of oil if the President or ODM desired to do so? 

Mr. Jones. Not under this exception, as I see it. 

Mr. Mirus. That is clearly within it. You said it applied to oil. 

Mr. Jones. Yes, but I emphasize the limits of that provision. 

Mr. Mirus. In time of emergency in international relations. If 
this is not an emergency in international relations, I do not think I 
have ever heard of one. 

Mr. Jones. If you assume that we are always going to be in war 
or in international emergency, you might read into this some exception. 

Mr. Mirus. I think that any time our defense expenditure is at the 
present level, the world can consider that we consider it an emergency 
in international relations. If we did not have one, I do not believe 
the American people would put up with such expenditures as we are 
forcing them to meet. 

I believe you are taken care of on that point. 

Mr. Jones. I must disagree with you. As I say, we have studied 
this and are firm in our belief that, if you just read the language by 
itself, you cannot find the exception there. The intent may be behind 
it somewhere, but you cannot find it in the language. 

Mr. Miris. Aside from what is in GATT or anything else, you 
know good and well that Congress, in matters of national security, 
will legislate. All in the world that the contracting parties to GATT 
could do would be to say that we are in violation of GATT and force 
us out. 

Mr. Jones. I think so. 

Mr. Mitxs. So that we have not given up any authority to impose 
quotas or anything else in the interests of national security, and we 
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would not be doing so through OTC because Congress is still in con- 
trol of this team of horses. 

Mr. Jones. I think it only emphasizes what has been said before, 
that aproval of OTC would make it much more embarrassing if not 
not more difficult for Congress to take action under those circumstances 
if we once embrace the OTC and GATT agreements. 

Mr. Mitts. I have never known Congress to be embarrassed about 
taking action when national security was involved. We have had to 
face some criticism about it, but I think we generally have faced up 
to the issue and taken the action necessary. 

Mr. Jones. I think so, too. 

Mr. Mitts. I hope that as long as we are still elected by the Amer- 
ican people, the Congress will continue todoso. Iam sure that we will. 

Thank you very much, Mr. Jones, for your appearance and the infor- 
mation you have given the committee. 

(The following letters were received for the record :) 


INDEPENDENT PETROLEUM ASSOCIATION OF AMERICA 


Washington 6, D. C., March 8, 1956. 
Hon. JERE COOPER 


House Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 


Dear Congressman Cooper: During my appearance on H. R. 5550 on March 6, 
1956, Congressman Mills commented upon my statement that the OTC-GATT 
agreements, under article XI of GATT, would prohibit the use of quotas on oil 
imports, and therefore, is in conflict with the “escape clause” of the Trade Agree- 
ments Act which expressly authorizes quotas. Congressman Mills referred to 
article XIV of GATT as providing an exception to article XI which would permit 
establishment of quotas on oil imports into the United States. After Congress- 


man Mills made this comment, we were diverted to a discussion of another matter, 
and as a result, the record is void of any response to his comment. 
I would, therefore, appreciate your incorporating in the record, at the appropri- 
ate point, the enclosed response to Congressman Mills’ comment. 
Very truly yours, 


L. Dan JONES, 
Assistant General Counsel. 


RESPONSE TO CONGRESSMAN MILLS’ COMMENTS CONCERNING EXCEPTIONS IN ARTICLE 


XIV or GATT TO THE GENERAL PROHIBITION AGAINST QUOTAS PROVIDED IN 
ARTICLE XI or GATT 


It is my understanding that the exceptions referred to in article NIV, to the 
general prohibition against quotas provided in article XI, are very limited in 
scope. In fact, the exceptions referred to in article XIV are available only 
for “balance-of-payment reasons” according to the State Department. The 
United States, therefore, could not avail itself of the exceptions referred to in 
article XIV, in order to establish a quota on oil imports—unless at some future 
time the United States encountered balance-of-payment difficulties. 

I fail to find any exception to article XI of GATT which would permit the 
United States to take unilateral action in establishing a quota on oil imports 
during peacetime. This would also include article XIX which is the “escape 
clause” provision contained in GATT itself. The escape provided in article 
XIX is limited to suspension, withdrawal or modification of the concession and 
does not permit the establishment of a quota. 

In addition, by practice and precedence acquiesced in by the State Department, 
the GATT organization has been established as the review authority on the 
propriety of unilateral action taken by a member. An example is the GATT 
waiver to the United States to establish restrictions on agricultural products 
under section 22 of the Agricultural Adjustment Act. In referring to this waiver 
Secretary of Agriculture Benson, in his appearance on March 1, 1956, stated, 
“The United States must notify, consult and give consideration to representa- 
tions of other contracting parties when imposing these restrictions.” It follows, 
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therefore, that under this now established procedure, the United States is not 
free to unilaterally establish a quota. 






Tue Orn Forum, 


New York 86, N. Y., March 6, 1956. 
Hon. JERE Coorer, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington 25, D.C. 


DEAR CONGRESSMAN: Should there be war between the U. S. S. R. and the 
United States, keeping open tankship lanes serving our foreign military bases is 
of tremendous importance, because hostilities within the borders of the United 
States are likely to be limited to the dropping of bombs and saboteurs by para- 
chute by the Soviets. 


Land warfare will be overseas, such as in Europe and in the Pacific, also in 
Alaska. 

Therefore, the shortest tanker route distances of oil supply from oilfield to 
refinery will be tremendously important, and this is from the Middle East to 
Europe and the Pacific. 

Consequently, I am seriously concerned over the statement made before your 
committee on March 6th by Mr. L. Dan Jones, Assistant General Counsel of 
the IPAA. He stated that the security of the United States can be seriously 
jeopardized at any time by merely interrupting the vulnerable tanker supply line 
of foreign oil. For this reason, he considers that imports have been excessive 
and should be reduced. 

Unfortunately, Mr. Jones did not inform you how vital petroleum supplies are 
to be moved to our armed forces and bases overseas if the longer tankship sup- 
ply lanes from the United States are interrupted by an enemy. This country has 
several million troops overseas who must be supplied with oil, apart from the 
supplies needed by our Navy and Air Force. 

As I see it, Middle East and Venezuelan oil is vital to our national security 
to augment domestic oil supplies. 

Sincerely yours, 















T. OrcHarpD LISLE, 
Editorial Director. 
Mr. Miiis. Our next witness is Mr. George P. Byrne, Jr. 
Mr. Byrne, will you give your name, address, and the purpose of 
your appearance for the benefit of the record, sir? 


STATEMENT OF GEORGE P. BYRNE, JR., COUNSEL, UNITED STATES 


WOOD SCREW SERVICE BUREAU AND THE SERVICE TOOLS 
INSTITUTE 


Mr. Byrne. I am George P. Byrne, Jr. Iam counsel for the United 
States Wood Screw Service Bureau and the Service Tools Institute 
of New York City. I appear to oppose passage of the bill. 

Mr. Mitts. Mr. Byrne, you are recognized to proceed in your own 
manner without interruption. 

Mr. Byrne. Thank you. I would like to state at the beginning that 
I represent small industries and little businesses. The companies, on 
the average, in the screw manufacturing business and the hand tool 
manufacturing business are companies having employees between 50 
and 200. They are definitely small business, little business, as dis- 
tinguished from the larger enterprises. 

The major objection of the industries I represent to passage of 
H. R. 5550 is that acceptance by the United States of membership in 
the Organization for Trade Cooperation, (as provided for in the 
agreement drawn up by the contracting parties to the General Agree- 
ment on Tariffs and Trade at their ninth session in Mareh 1955), 
would further widen, both organization-wise and in physical distance, 
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the gap between industries in this country, seriously injured by low 
labor cost imports, and the agency which should be in a position to 
give aid and assistance. 

The point that I make throughout my statement is that at any 
operation of this type, in our opinion and we have seen it at first hand, 
that on the domestic scene up to now as the policy gets set high above 
those underneath follow the policy out so vigorously and religiously 
that opportunities for relief where serious injury is occurring are 
almost impossible. 

It is a curious fact that persons who have not been seriously injured 
by low labor cost imports, by losing their jobs or life savings, do not 
become excited about the injury inflicted by such imports. While 
many citizens of the business community are fully aware of the in- 
tensity of the competitive struggle for business on the home front, if 
they never have experienced low labor cost imports underselling their 
products by 50 percent to 100 percent, they are inclined to ignore the 
situation and take the attitude that “that is the other fellow’s 
problem.” 

I have represented the domestic Wood Screw Industry before the 
U. S. Tariff Commission on three different occasions in an effort to 
secure tariff or quota relief on imports of low labor cost wood screws. 

I might mention that at the present time imports of wood screws 
into the United States have reached the total of one-third of domestic 
production one-third of domestic sales. During World War IT when 
this country was at war and could not depend on imports from other 
countries our country produced the total amount of wood screws 
needed for the war effort and also for some of the free nations’ re- 
quirements. But now the industry is faced with what constitutes 
almost an avalanche, losing one-third of their domestic sales. 

In the case of the wood screw industry the tariff rates have been cut 
50 percent by GATT from the duties established by Congress in the 
Tariff Act of 1930. At first, even the Tariff Commission appeared 
not to realize the serious injury inflicted upon small wood screw manu- 
facturers and workers in their plants scattered about the country. 
However, in the third petition by the domestic industry to the Tariff 
Commission, help came in the form of a recommendation by three of 
the Tariff Commissioners that an import quota be established. How- 
ever, when the case was reviewed by the President and the executive 
branch of the Government, representing the views of the State and 
other Departments, the affirmative recommendation of the Tariff 
Commission was turned down. In fact, there was intimation that the 
White House would not consider under any circumstances utilizing 
import quotas on manufactured goods. 

We are citing the occurrences on the home front, the experience of 
our industry in the domestic situation to indicate how difficult it is for 
small business to reach the people who have to make the decisions on 
these matters and persuade them as to their particular injury. The 
problem, because of the over-all policy from above, has become ex- 
tremely difficult. Our contention in this testimony is, of course, that 
by getting into the world organization, OTC, participating further 
in its activities, we are only going to make it that much more difficult. 
Those people are not sensitive to the requirements of our small little 
companies and industries located throughout the country. 





298 ORGANIZATION FOR TRADE COOPERATION 


Now, words are one thing, but what actually happens in this situa- 
tion is another, and we have been through it. We see that the obtain- 
ing of assistance in the face of this over-all policy is extremely diffi- 
cult and almost impossible, and we see, of course, when relief is ob- 
tained in the few industries such as watches and bicycles, that the 
pressure from the other country is that the United States is dumping 
its interest in reducing trade and tariffs and working in the world 
organization; and, in the face of that sort of propaganda, which you 
might call it, the small little domestic industries have practically an 
impossible task before them to gain some relief. 

This position in connection with the wood screw case was taken even 
though section 7 of the Trade Agreements Act, as passed by Congress, 
provides for imposition of quotas if the Tariff Commission makes the 
appropriate findings. Those far removed from the scene of the injury 
of low labor cost imports quickly assume that the injury is minor 
and that they need not worry about it. A world organization, even 
an administrative one—and this is our main point, gentlemen—obvi- 
ously would follow a similar position. It soon would develop rigidi- 
ties, red tape and complex rules which would make the possibility of 
relief far more difficult than now is encountered on the domestic 
scene. 


ONLY ONE AVENUE OF RELIEF 


The attitude of the executive branch of the Government appears 
to be one of ignoring the serious injury being inflicted upon domestic 
manufacturers and their workers by low labor cost imports. There 
is only one avenue of assistance remaining, and that is throush mem- 


bers of Congress. Congressmen, who are close to their constituents. 
and who come from districts where employees have been laid off and 
where companies have lost to imports as much as half of their markets, 
have been quick to sense the injustice of this situation. They will not 
permit goods manufactured by Japanese labor. at 20 cents per hour, 
to undermine our domestic industries where the standard of living, 
wages and other costs are far higher. We lay off our own $1.90 an 
hour workers and substitute in their place foreign workers at one- 
third to one-tenth that wage. 

The executive branch of the Government and the State Department 
in Washington are far removed from the injuries occurring to the 
smaller domestic industries. Even in the general business and labor 
union field, as well as in Government, there is a tendency to ignore 
the trouble of others as long as one’s “own ox is not being gored.” 
However. when the injury hits home and the grave injustice of the 
unequal lahor cost conditions in the various countries of the world 
are seen at first hand, then the possibility of aid begins to filter through 
to those in position to give it. Membership of the United States even 
in an administrative organization, as it is purported the OTC will 
be, further removes the possibility of a fair hearing or understanding 
of a domestic industry’s import problem. 

For Congress to accept membership in the OTC and delegate some 
of its tariff-making powers to a complicated and far-off organization 
with little or no reason to have the interest of our citizens at heart, 
would be most unfortunate. Under such circumstances, the top-level 
Executive Committee of the Organization for Trade Cooperation 
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would continue to take an inflexible position, as GATT and our State 
Department already have done, that all tariffs and trade restrictions 
should be done away with and no relief provided under any circum- 
stances. This policy would become frozen and efforts of our citizens 
to help themselves would be useless. 

Small industries, in an effort to obtain assistance, have travel and 
other difficulties trying to confer even with the many-membered 
Trade Agreements Committee in Washington and with other execu- 
tive branch personnel. Membership by the United States in a world 
organization would greatly accentuate this difficulty. In fact, the 
obtaining of any help whatever appears impossible. 


ABSURDITIES OF BRITISH TOKEN IMPORT PLAN 


As an example of how inflexible rules and regulations can become 
in the international trade field and “to put the shoe on the other foot” 
for a moment, we cite the present British token import plan. 

We cite this particular situation, gentlemen, mainly to indicate how 
difficult it is to influence those on the other side of the ocean with re- 
spect to our little industries’ problems here at home. If the British 
Government requires import quotas on hand tools, perhaps they do, 
but the difficulties faced by the tool manufacturers in this country in 
this small connection are an indication of some of the rigidities that 
develop which would be and are extremely difficult to influence from 
our home front. 

This British token import plan has been in effect since 1946, about 
10 years. It was accepted by this Government and (please get this) 
currently is being administered in conjunction with the British Board 
of Trade by the British token import plan unit of the U. S. Depart- 
ment of Commerce. While the executive branch of the Government 
refuses import quotas to protect our own struggling industries, the 
U.S. Department of commerce actually is helping to administer in our 
own country an import token system or quota system for the British 
Government under the British token import plan set-up. Where is 
the consistency ? 

Hand tools, demand for which has been established in the British 
Isles by hard and expensive promotion over a long period of years, 
were completely excluded from the British token list. Our domestic 
hand tool producers have protested on numerous occasions without 
avail against this unfair treatment. The British Board of Trade, 
which has the final authority to revise the token list, has added not 
one single American-made too] item for export to Britain since the 
inception of the list in 1946. 

I might add that there have been some imports of hand tools to 
Britain outside of the British import token plan, but the American 
producers’ position is that all they would like to have is the token 
permission, permission to make token imports, that is all, just to 
maintain their connections in the British Isles. 

American hand tool producers have asked that they be permitted, 
under the token plan arrangement, to ship to Britain approximately 
30 percent of their average dollar sales to that country in the years 
1936, 1937, and 1938. This most reasonable request has been denied 
on a number of occasions in the 10-year period since 1946. And, be- 
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cause the British Board of Trade is located so far away and is unre- 
sponsive to requests of our domestic industry no relief has been given 
or is in sight. 

This, gentlemen, I again emphasize, is the main reason for citing 
this particular situation, that we in this part of the world, the 
small producers have extreme difficulty in influencing those on the 
other side of the ocean as to our particular difficulties or our particular 
problems. 

We cite this situation as an illustration of the inflexibilities that 
arise in the setting up of an international trade organization admin- 
istered in a country remote from the real parties of interest. It is para- 
mount, therefore, and we believe it to have been the intention of the 
writers of the Constitution, that in Congress alone shall reside the 
final power for the setting of tariffs and quotas to protect domestic in- 
dustries. 

In conclusion, as representing the manufacturers in the above men- 
tioned two small industries, we base our plea for nonpassage of H. R. 
5550 on the lack of responsibility and sensitiveness of a world trade 
organization to the urgent economic needs of our own industries. We 
strongly urge that the bill not be passed. 

Mr. Mitzs. Does that complete your statement, Mr. Byrne? 

Mr. Byrne. Yes, sir. 

Mr. Mitts. Are there any questions? 

Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiax. Mr. Byrne, the other day when another witness was on 
the stand I asked him some questions along the lines of which you now 
speak. I emphasized at that time that perhaps if domestic industries 
were to seek relief under the escape provisions, it would be more diffi- 
cult if that relief would have oh he sought from the OTC. You ap- 
parently are making your statement on the same basis, that if OTC 
becomes a reality then you also foresee the possibility of having to go 
across the waters to seek relief for domestic industry. I have had no 
conversation or correspondence with you of any kind, but it seems that 
we are both thinking of the same problem in connection with this 
proposition. 

ou heard Mr. Jones who preceded you, and he is greatly concerned 
that our escape clause provisions and our import quotas would be 
greatly in jeopardy of OTC becomes a reality. Would you like to com- 
ment upon that ? 

Mr. Byrne. We would concur with that position because we know 
of the difficulties that we are faced with now without the more formal 
GATT and OTC organizations. We think that, with the further intro- 
duction of more administrative machinery, more organization, the 
chances of the small producer, the little man being heard in his prob- 
lem is greatly diminished. The possibilities are very remote. 

Mr. SapnaK. If I understood you correctly, you have been before 
the Tariff Commission three times seeking relief for the wood screw 
industry, appealing, I presume, for import quotas. Do you feel, as 
Mr. Jones feels, that if you were successful in your application for 
relief, then that relief could have no significance whatsoever if OTC 
becomes a reality ? 

Mr. Byrne. I think that if perhaps an import quota were estab- 
lished through the procedures that are supposed to exist, that is sec- 















ORGANIZATION FOR TRADE COOPERATION 301 


tion 7 and whatever escapes there may be in GATT or OTC, and such 
a quota were established, perhaps it would work all right. But the 
problem is to get the quota established and all the way along the line 
the answers seem to be negative. 

Mr. Sapiak. Did you also make the request for the placing of a 
quota on the basis of national defense being involved ? 

Mr. Byrne. We are considering that under the new amendment to 
section 7 at the present time and have that possibility in mind. 

Mr. Sapiak. I want to follow that up with the question which no 
doubt is in the mind of Mr. Mills, the question which he asked Mr. 
Jones about this article X-XI, as to how you determine the effect upon 
your industry being an industry engaged in manufacturing of ma- 
terials used in national defense? 

Would you interpretation of article X XI be that there is no protec- 
tion in it whatsoever? 

Mr. Byrne. Well, frankly, I don’t think there is protection in it 
actually. It is not what the words say. It is what actually happens. 
Our experience has been that the importance of protecting some of 
these little industries that we saw during World War II and the 
Korean emergency just does not exist at the present time in the minds 
of some people. 

Now, when these little industries were producing for the Korean 
emergency and World War II, they were vital, they were important. 
We cannot put things together without screws, nothing. In the case 
of hand tools, we could not operate this building that we are sitting 
in without them, and when a real national defense emergency comes 
on, these industries are called down here and they want to know 
what can be done to improve their position so that they can produce 
for the country. But now nowhere does that imperative attitude seem 
to prevail, and their seem to be roadblocks at every point toward get- 
ting relief because of this over-all policy that there shall be no import 
quotas or we will not retain tariffs at the present rate but will reduce 
them further. 

Mr. SaptaK. You have concluded that, since you are having great 
difficulty in obtaining relief to which you feel you are entitled here 
at home, the difficulty would be greatly increased by OTC and that 
you would not be able to arouse the sensitivity of some international 
body to bring you relief and that, therefore, you are unqualifiedly 
against the bill we have pending before us? 

Mr. Byrne. Thank you,sir. That is exactly it. 

Mr. Saptax. I did not mean to put words in your mouth, but I 
wanted an affirmative answer to see what you think. 

Mr. Byrne. Yes, sir. 

Mr. Mrut. Mr. Baker, of Tennessee, will inquire. 

Mr. Baxer. I am tremendously concerned about your testimony 
and that of Mr. Jones to the effect that the passage of H. R. 5550 would 
interpose a barrier to the escape clause. Let me analyze this. The 
answer apparently is that, because GATT has done it, that this servant 
of GATT would carry it through. This is the reasoning of Mr. Jones 
and is apparently your reasoning. GATT has no power except that 
which is derived from the reciprocal trade law, is that correct ? 

Mr. Byrne. That is right. 
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Mr. Baxer. That is the Reciproca] Trades Act which we call H. R. 1 
of last year. That has written into its very body the escape clause. 
How in the world could GATT, speaking legally, violate its parent 
H. R.1¢ I cannot understand it. You are a lawyer and Mr. Jones 
isa lawyer. 

Mr. Byrne. That is right. 

Mr. Baker. Let us put it this way: How could they legally do so? 

Mr. Byrne. Legally, I don’t see how they could. 

Mr. Baxer. That answers the question except for one other thought. 
That is, how could the United ‘States in any sense be bound by an 
agreement that anybody made contrary to the basic law which recog- 
nizes the escape clause? Just last year the Tariff Commission granted 
relief under that to the wax industry. 

Mr. Byrne. Legally, of course, we are bound to follow through with 
what the law says. For example, in section 7, legally relief should 
be in order if the appropriate facts are shown, but what actually hap- 
pens is: “How serious is serious?” You ask a merchant downtown on 
that corner who has lost 25 percent of his business in a few months’ 
period, and he says “that is serious. Iam introuble.” This industr 
here comes in and says, “I have lost 25 or 33 percent of my business,” 
and that is not serious any more. 

Mr. Baxer. You do not have to convince me of that. I have been 
here for 5 years and I have tried to get an import quota on essential 
fuel, but I cannot see the reason that this bill would prevent it. That 
is the only thinking I have. Basically it does not, under H. R. 1, 
does it? That is, basically, H. R. 1 controls from a legal standpoint? 

Mr. Byrne. Yes. 

Mr. Baxer. How could the servant, the implementation of H. R. 1 
do something contrary to what its basic law provides? That is as 
far as I am going. In other words, have our agents over there de- 
liberately—and it has to be deliberately—violated the provisions of 
H. R.1 in your trade? 

Mr. Byrne. Well, I am sure you know much more than I do about 
it, but this tariff is a peculiar thing. If you are on one side of the 
fence you think you are so right and, if you are on the other side of 
the fence, you think you are right, too, so that I do not think there 
is any malice in their positions. 

Mr. Baxer. I said deliberately. That means intentionally. 

Mr. Byrne. Yes. I think that those that believe in GATT and 
OTC are very strong in their beliefs and they are the ones that appear 
to be in possession of what power there is over there, so that the tariff- 
reducing forces at the moment are the ones that are paramount. They 
are getting their way and the domestic industries at home that claim 
that they need assistance and want assistance just seem like they can- 
not get to first base. 

Mr. Baker. Fundamentally, I cannot see it as a matter of law. 

Mr. Byrne. Yes. 

Mr. Mus. Mr. Simpson, of Pennsylvania, will inquire, Mr. Byrne. 

Mr. Srmpson. Mr. Byrne, it is contended by some that the GATT 
agreement, being an executive agreement, will supersede our own law 
with respect to the escape clause. As a matter of fact, there is a dif- 
ference in the wording of our escape clause and the escape clause in 
GATT. There is nothing at all to prohibit the GATT people from 
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amending their law any way they see fit with respect to the escape 
clause, provided the contention that the executive agreement will take 
precedent over the legislative act here is upheld. That is what I am 
afraid of. 

Mr. Byrne. Yes. 

Mr. Srupson. If we approve OTC, it will be interpreted by the world 
as a congressional endorsement of GATT and the hand of those who 
make the contention I referred to will be essentially strengthened. 
Someone said that we can withdraw. I say that that is true that we 
can withdraw, but I suggest that, before we would take such a radical 
step, disrupting the international economy by throwing in the teeth 
of 35 presumably friendly countries the fact that we have walked out 
of the international agreement, we would suffer a good bit, and that 
leaves some of our people in small businesses with a very accomplished 
fact. I say that the endorsement of OTC does strengthen the hands 
of those who want to deny us the right to impose quotas or to use the 
escape clause, and so on, 1n accordance with our own law. 

Mr. Byrne. Yes, sir. That is correct. I concur with that position. 

Mr. Mixts. Mr. Byrne, you referred to the fact that you had had 
before the Tariff Commission proceedings for escape clause action in 
the past? 

Mr. Byrne. Yes. As a matter of fact we have an application now 
pending, the fourth application. 

Mr. Murts. I knew that you did have an action now pending. 

When was the last decision reached by the Tariff Commission with 
respect to your last appeal? 

Mr. Byrne. It was reached, I am quite certain, in October of 1954. 

Mr. Mirus. That is while President Eisenhower was in the White 
House ? 

Mr. Byrne. That is correct. 

Mr. Mutxs. What was the vote in the Commission? Do you re- 
member ? 

Mr. Byrne. The vote was 3-3. 

Mr. Murs. 3-3? 

Mr. Byrne. Three Commissioners recommending that the quota 
be established. 

Mr. Miuis. And three recommending against ? 

Mr. Byrne. Against, that is right. 

Mr. Minis. And, under existing law, when the Commission ends 
in a tie decision, the President is given certain discretion with respect 
to recognition of that decision, is that true or not? 

Mr. Byrne. That is right. 

Mr. Mir1s. Do you remember what the President said when he 
turned down your request for quotas? What did he say? This is 
President Eisenhower we are talking about. 

Mr. Byrne. That is right, his administrative assistants. 

Mr. Mir1s. No, it was a message by President Eisenhower, which 
is required by law, and which TI happen to have read; but it was 
not his assistants. It had his signature. 

Mr. Byrne. That isright. Tt was signed by the President. 

Mr. Mrius. That istrue. What did he say? 

Mr. Byrne. Well, I am not sure that I recall what it was. 
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Mr. Mius. Did he say anything about the wood screw industry 
doing fine at the present time, or at that time? 

Mr. Byrne. Yes, I don’t know whether it was “doing fine.” 

Mr. Miits. The context implied that? That is, the words he used 
meant that, did they not?) Whether it was true or not, I am not say- 
ing, but what he did say as a reason was that the wood screw industry 
was doing fine at that time ? 

Mr. Byrne. Well, I didn’t quite get that inference. I think it 
was based on his opinion that iota. 

Mr. Miixs. You were not suffering? 

Mr. Byrne. Yes, that the industry was not losing out perhaps profit- 
wise, but that was spotty. He pointed out that that picture was 
spotty. 

Mr. Mitxs. Did he say anything about whether or not the wood 
screw industry was a separate industry or a part of an overall industry ? 

Mr. Byrne. Yes. That question, of course, came up and the law 
had not been clarified as in the H. R. 1 law, specifically setting aside 
separate industries. So he pointed out that some of these companies 
make other products besides wood screws, that is right. 

Mr. Mirus. Now, the President’s letter of denial, as I read it, 
reflected his concern with the total national interest, which, of course, 
is the responsibility of the present or any other President, is it not, 
with or without GATT? 

Mr. Byrne. That is correct. 

Mr. Mrits. So he based his discussion upon concern for the over- 
all national interest when he turned down your request. Now you 
say that you have an appeal or application before the Tariff Commis- 
sion at the present time. When did you enter that ? 

Mr. Byrne. January 1956. 

Mr. Mis. That was after the passage of H. R. 1 with its con- 
glomeration of amendments? 

Mr. Byrne. That is correct. 

Mr. Mii1s. Under what section of existing law did you proceed 
in filing your appeal ? 

Mr. Byrne. Well, under the amended section 7. 

Mr. Mitrs. You did not apply for relief under the national security 
provision of the law of last year? 

Mr. Byrne. Not as yet. We are very cognizant of that relief and 
are considering the possibilities. We happen to be watching 1 or 2 
other industries that are making a plea. 

Mr. Mrrxs. You are waiting to see whether or not that is the door, 
is that it? 

Mr. Byrne. That is right. 

Mr. Mixxs. I wondered if you would point out to us what the effect 
upon this proceeding or the conclusions reached by the Tariff Com- 
mission or possibilities of relief under section 7 would be, and how 
that relief or request might be effected if we should belong to OTC? 
How would your possibility of relief be minimized under this proce- 
dure if we belonged to OTC? 

Mr. Byrne. There might be a tendency on the part of representa- 
tives of the Tariff Commission to take the more active participation 
in the world organization and the policies for which it stands as a 
partial reason for denying relief. I say that is a possibility. 
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~~ a You mean that they might completely disregard exist- 
ing law 

Mr. Byrne. I don’t say that in doing that that they would inten- 
tionally disregard existing law, but I think that would be taken into 
consideration. 

Mr. Mixxs. How likely is such a possibility ? 

Mr. Byrne. That is of their consideration ? 

Mr. Mus. Of their unintentional disregard for the law which 
gives them their place in the overall operation. How long do you 
think they would last if they just completely disregarded, uninten- 
tionally, or intentionally, the law which establishes their right to 
function in this case? 

Mr. Byrne. Well, the opinions as to what position should be taken 
and the decisions that are the bases for their decisions are manifold, 
and I think that the possibility of their considering our more active 
participation in the world organization might tend to possibly influ- 
ence their position. I don’t know. 

Mr. Mints. You are saying that there is a remote possibility that 
our membership in OTC might affect the Tariff Commission in its de- 
termination of whether there has been injury in the wood screw in- 
dustry? Do you want that to stand in the record ¢ 

Mr. Byrne. Well, of course, the question of whether there is injury 
or not, I think, is a separate question from the consideration of our 
overall policy regarding it. 

Mr. Mitis. Exactly, and it is so set forth in existing law. 

Mr. Byrne. That is correct. 

Mr. Mitzs. Without naming him, which one of these Commission- 
ers do you think, who handed down his decision in the past and who is 
still on the Commission, would deny you relief in connection with 
your new case just because the United States belonged to OTC ¢ 

Mr. Byrne. Of course, that would be pure speculation. It seems to 
me that we are speculating here and I think that the Tariff Commis- 
sioners that have made their decisions in the past, both for and against 
the position of the domestic industry, have been fair and in their own 
honest opinions they have made their very best decision. 

Mr. Mitts. Now, I have difficulty also in believing that any of these 
people appointed to the Tariff Commission who of course had dif- 
fering views and basic philosophies about these matters, would ever 
permit any outside organization such as OTC to affect their decision 
under a provision of the law under which you enter your case. You 
have read section 7 (a). Do you remember that the paragraph in the 
language on this point now reads: “Should the Tariff Commission 
find as a result of its investigations in hearings, and so forth, that 
actual or relative quantitative increases exist so as to cause or threaten 
to cause injury,” and so on, to the domestic industry, it shall recom- 
mend 

Mr. Byrne. That is correct. 

Mr. Minis. You get me off into this nebulous field that, even though 
the law requires the Commission to make a report and recommend to 
the President when it finds injuries, that they may not as a result 
of our membership in OTC be persuaded to believe that the Congress 
does not intend it to find any injury which Congress previously in- 
tended it to find. Have I followed you? 
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Mr. Byrne. Well, I concur with your statement, but again I say 
that these matters are extremely nebulous and all we can do is to go 
by what has actually happened, and I don’t say that under any cireum- 
stances that the Tariff Commissioners would let anything influence 
their decision other than what is strictly in accordance with section 7. 
I wouldn’t say that for a moment, but I do say that, because of the 
overall policy here that exists in GATT and on our home front, that 
out of approximately 70 cases—and I am not sure of these figures— 
only 6 have had relief up to the present time, actual relief. 

Mr. Miuus. Mr. Byrne, let me direct your thinking to another point. 
At the top of page 4 of your statement you say: 

For Congress to accept membership in the OTC and delegate some of its 
tariffmaking powers to a complicated and far-off organization with little or no 
reason to have the interest of our citizens at heart, would be most unfortunate. 
and so on. Let me ask you what there-is about the bill H. R. 5550 or 
about the proposed Agreement on Organization for Trade Coopera- 
tion that requires any delegation of tariff-making authority to anyone 
other than that which has been delegated to the President by the Con- 
gress? Do you have it before you ? 

Mr. Byrne. No, I donot. 

Mr. Mitrs. Actually there is no delegation in the bill or by mem- 
bership of the United States in OTC of any tariffmaking authority 
whatsoever to anybody except the President of the United States, is 
that right? 

Mr. Byrne. That is correct, but we think again that, as a practical 
matter in the administration of the act or the OTC if it is accepted 
that the result will be that our small domestic industries will not, we 
feel, get the attention that they should. 

Mr. Mrirs. Although we will not have changed the law in any 
respect with reference to the methods for them to obtain relief? 

Mr. Byrne. That is correct, It is just that the overall increase 
in the magnitude and size and extent of the organization will make 
relief more complicated and difficult to obtain. 

Mr. Mitts. The fact that we associate with the people abroad may 
well influence our people at home to at least have a greater interest 
in their welfare than in the welfare of the people of the United States ? 
Is that what you are now studying ? 

Mr. Byrne. I am not quite sure that I understand your statement. 

Mr. Mrxts. I am trying to understand you, actually, and I hope 
I am not leading you to an extreme. If I am, you pull me back, 
because: recognize that legally I may be asking a few leading ques- 
tions. 

I am trying to find out just. what there is in your thinking about 
OTC, or membership in OTC, that causes you to believe that our people 
will not get the opportunity for relief from tariff concessions that 
they are presently accorded under existing law, because you have 
just said that there is nothing in OTC, in the words of OTC and 
nothing in the words of H. R. 5550 which gives to anybody other than 
the President of the United States any of the authority to regulate 
tariffs. Is it the association that our people will have with somebody 
abroad that might weaken their desire to have in mind the interests 
in American industry and labor ? 

Mr. Byrne. No. I think, as I pointed out in my statement, the 
increasing of the magnitude of our world organization, and our partici- 
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pation in it will result in the complexities that we see even as the 
situation now stands, and make it more difficult to obtain relief. 

Now, we have been through this thing, we think, actually. We have 
been on the firing line and seen how its works. We know of the 
great difficulties and the great amount of work that has to be done to 
try to get a favorable decision or relief, and we think that, granted 
what you say is correct that the law doesn’t necessarily delegate these 
powers to the OTC or GATT further, this is just an administra- 
tive setup to administer GATT but we say that that is going to compli- 

cate the possibilities of the people here at home obtaining relief. 

Mr. Mitts. I had some other questions but I do not desire to pursue 
them. 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Sturson. Granted that the Tariff Commission may not do 
other than making a finding of fact based on the evidence of injury 
under the escape clause, somebody, either the Tariff Commission or 
the President or the Department of State, somebody must look to 
the consequences of that finding. I would point out to you that, 
if the Tariff Commission makes a finding which is going to, dollar- 
wise, help American industry to any extent, let us say $10 million, 
that is going to help American business get back into production, why, 
GATT is going to charge the U nited States. They are going to 
penalize us $0 million some way or other because, under the GATT 
agreement, these 35 countries will get together; or under this bill 
some small group out of OTC will get together and they will say, “Here 
is a chance to lay into Uncle Sam for $10 million.” But are they 
going to go against the farmers for that $10 million or against the 
exporter of shoes or automobiles? In just what area are they going 
to authorize another country to deny receipts from the United States 
and thus penalize some other American exporter ? 

In that way, by our encouragement of GATT by approving OTC, 
this bill does make more difficult the administration of relief under our 
escape clause. I repeat that we can always drop out. 

Is there anything wrong with my argument there? 

Mr. Byrne. No, I agree with it. 

Mr. Srapson. We have to remember that once having entered 
GATT it is not all in our favor. Parts of it are but, if we do protect 
a valued American industry, whether it be for defense purposes or 
not, the other countries can take it out of the hide of some other 
industr y inour country. 

Mr. Byrne. That is right. 

Mr. Sturpson. That is all. 

Mr. Mitts. Are there any further questions ? 

If not, Mr. Byrne, we appreciate your appearance and the informa- 
tion given the committee. 

Mr. Byrne. ‘Thank you. 

Mr. Mitts. That completes the calendar. 

The committee stands adjourned until 10 a. m. tomorrow. 

(Whereupon, at 12:55 p. m., the hearing was recessed until 10 
a.m., Wednesday, March 7, 1956.) 
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WEDNESDAY, MARCH 7, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Wilbur D. Mills, presiding. 

Mr. Mitus. The committee will come to order. 

The first witness this morning is the Honorable James C. Davis, 
Member of Congress from Georgia. We are pleased to have you this 
morning before the committee and you are recognized to proceed in 
your own way without any interruption. 


STATEMENT OF HON. JAMES C. DAVIS, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF GEORGIA 


Mr. Davis. Thank you very much, Mr. Chairman. I appreciate 
the opportunity of coming here today before this honorable commit- 
tee to express my opposition to the proposed Organization for Trade 
Cooperation in the bill H. R. 5550, which is now before your com- 
mittee. 

This bill seeks congressional approval of United States membership 
in OTC. If this approval is granted, tacit consent is thereby given to 
the General Agreement on Tariffs and Trade. I cannot agree with 
this unusual legislative procedure. The Organization for Trade Co- 
operation and the General Agreement on Tariffs and Trade are not 
independent of each other but are part and parcel of the same interna- 
tional program. Consequently, if Congress is expected to give ap- 
proval to OTC, which in effect would be approval of OTC and GATT, 
then both of these must be brought before Congress for review and 
approval. GATT has never been submitted to the Congress, nor is 
it contemplated that it ever shall be. 

The Department of State, in clear and unmistakable assumption of 
congressional authority, has attempted to bind the foreign commerce 
of this country to the provisions of alien philosophy. 

Article XI of the revised General Agreement on Tariffs and Trade 
provides that: 

No quotas shall be instituted or maintained by any contracting party on the 
importation of any product of any other contracting party. 

The State Department has arrogated to itself the authority to regu- 
late foreign commerce which clearly lies within the province of the 
Congress. It has agreed to eliminate certain quotas on agricultural 
products as soon as circumstances permit and not to impose any new 
quotas in the future. 
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In other words, the State Department has shackled our import pol- 
icy to international control and has asserted itself to speak for this 
Congress and Congresses yet to meet. 

The General Agreement on Tariff and Trade is primarily concerned 
with foreign trade but is not entirely held to that field. GATT claims 
partial jurisdiction in the domestic policy of member nations when 
that policy impinges on foreign trade. 

The rules of GATT provide that aid to farmers that results in a sur- 
plus for export must be regulated in such a manner that the farmers 
will not acquire more than an equitable share of the export market. 
The proposed OTC would decide, in the event of a dispute, whether or 
not such a share was equitable. 

The organization would consist of an Assembly representing all the 
members of GATT, with one vote each. Communist Czechoslovakia, 
under this arrangement, has exactly the same vote as the United States. 

In 1947 Congress rejected the International Trade Organization and 
was assured that its provisions would not be put into effect without 
congressional approval. 

GATT includes substantially the same provisions as the ITO. Con- 
gress has never been permitted to act on GATT. Yet, now it is asked 
to grant indirect approval to it without hearings. In other words, the 
State Department is asking that Congress approve GATT without 
first looking into its provisions. 

So far, no nation has accepted GATT under any condition other 
than porvisional, including the United States. 

The very provisional nature of GATT has given our country con- 
siderable flexibility in its trade program. If we consider circumstances 
warrant a return to bilateral trade agreements or if we believe that a 
better way than GATT can be evolved for furthering international 
trade, there is nothing to prevent us from dropping out of GATT with- 
out an international furore. This would not be true if we were to 
ao the OTC. 

pproval of OTC would be but another example of the growing 


tendency to create new supranatural bureacratic organizations for cen- 
tralization of world power. 


Today we are one of the low-tariff nations of the world. Since the 


beginning of the reciprocal trade agreements program in 1934, we have 
lowered our tariffs by 75 percent. Cen has recently been passed 
providing for lowering them further and if the power to regulate for- 
eign commerce is transferred from Congress to some international 
agency, further reductions are not only possible, but imminent. 

It has not been emphasized enough that exports from farm products 
are largely financat by the American ta er. During the fiscal 
year 1954-55, $1.7 billion worth of the $3.0 bil ion e rted were cov- 
ered by some kind of Government aid; either grant, loan or other aid 
to foreign countries or direct subsidies to our own exporters. This is 
directly contrary to the principles of GATT. GATT advocates the 
avoidance of such aids for “primary products” which includes most 
farm products. Approval must be obtained before such subsidies can 
be given. These subsidies to our exporters were undertaken to benefit 
our domestic economy and this provision of GATT would invalidate 
this domestic program. 
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Approval of GATT through OTC would twice remove the power 
of Congress to regulate foreign commerce ; we will delegate our power 
over foreign commerce to the State Department, which, in turn, will 
hand it over to OTC. In my opinion, there is already too much delega- 
tion of congressional power. It is time that Congress withdrew the 
delegated power that has been abused in this fashion. 

Mr. Mitts. Does that complete your statement, Mr. Davis? 

Mr. Davis. Yes, sir. 

Mr. Miius. We appreciate very much your coming before the com- 
mittee this morning and the information which you have given the 
committee. 

Are there any questions? 

Mr. Mason of Illinois will inquire. 

Mr. Mason. Judge, I have to say you are a man after my own heart. 
You have presented a logical, convincing argument against the pas- 
sage of this bill, which would put us in OTC. I am mightly glad 
that we have some real Americans who are interested in America and 
American jobs and the American people first, and who are not will- 
ing to follow the State Department, who seems to be interested in all 
foreign people and foreign workmen first and our own workmen 
second. I am mighty glad to have listened to your testimony. 

Mr. Davis. May Ton Mr. Chairman, that I hold the opinion of 
the distinguished gentleman from Illinois in very high esteem. It 
is certainly a great compliment to me that he has made those remarks 
about my feeble effort in this behalf. 

Mr. . I think all of us will admit, Mr. Davis, that whatever 
position you take on anything you make a very logical argument in 
support of that position. 

r. Mason. That is right. 

Mr. Mitts. We thank you again for your appearance and the 
information given the committee. 

Mr. Davis. Thank you very much, Mr. Chairman. 

Mr. Mitts. Our next witness is the Honorable Cleveland M. Bailey, 
a Member of Congress from West Virginia. 

Mr. Bailey, you are recognized to speak in your own manner with- 
out interruption. 


STATEMENT OF HON. CLEVELAND M. BAILEY, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Barer. Mr. Chairman and members of the committee: For 
the purpose of the record I am Congressman Cleveland M. Bailey 
from the Third West Virginia district. 

Mr. Chairman, I made a request of you for time to make a state- 
ment on H. R. 5550 because it is the most important trade legislation 
that has come before the Congress in many years, even more im- 
portant than the extension of the trade agreements at the last session 
of the Congress. Let me tell you why, 

On previous occasions I have discussed with this committee various 
— of our trade policy. I was then trying to safeguard West 
Virginia’s industry against excessive imports. Today I am plead- 
ing for a restoration of our constitutional guaranties. That means 
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that the power to regulate commerce, to make treaties, and to fix 
tariffs shall remain in the Congress of the United States. 

If the present bill passes you may as well disband as a committee 
that considers tariff and trade legislation. There will be little or 
nothing left for you as a committee to do. The State Department 
will take charge, and you and all of the rest of the Congress will be 
sitting on the sidelines. 

I am not speaking facetiously, Mr. Chairman, when I say this. 
Nor do I seek to reflect upon the chaiman of this committee, for whose 
sincerity and integrity I have the highest regard. He has introduced 
H. R. 5550, but I know that he will not regard anything that I intend 
to say as having any personal implications of any kind. 

It happens that my district and my State have several industries 
that are affected directly and vitally by import competition. There- 
fore, we are sensitive to tariff and trade legislation. The district 
represented by the distinguished chairman of this committee has little 
or no industry which is vulnerable to import competition. 

It is a little like the person who does not appreciate the cost of med- 
ical attention and hospitalization until it strikes home. That, too, 
has happened to me, and I can realize the difference in my feeling 
before and after. 

Certain products produced in West Virginia, such as coal, pottery, 
glassware, textiles, toy marbles, spring clothespins, and chemicals 
have long faced import competition in greater or lesser degree. Some 
of the competition has been severe sulk crippling in these industries, 


has led to distressful unemployment conditions and to shrinking of in- 


dustrial activity. The question of imports is to us not an academic one. 
It is as vivid as a toothache and as real as physical illness. It is not 
something far away, something that we merely read about or some- 
thing that can be doveaiael off. It is right at home and it is an ines- 
capable part of the responsibilities of this Congress to deal with it. 
The people who elected me have the right to look to me to help solve 
these problems. There is nothing they can do about the cheapness of 
imports which come from others parts of the world. This is a matter 
for the Congress. Congress is the logical branch of the Government 
to look after matters of this kind, and the framers of our Constitution 
thought so, too. That is why they placed the ee an of regulat- 
ing our foreign commerce squarely on the shoulders of the Congress. 
They did not give this power to the Executive for reasons that have 
made themselves very clear in recent years. Both the power and the 
pee GEA of regulating foreign commerce belong to Congress, 
and not to the executive branch of the Government. Let us not forget 
this. 
Members of the Congress are elected every 2 years. It is the branch 
of the Government that is closest to the people and most responsive to 
their needs and their problems. The regulation of foreign commerce 
is something that is important to many of the people back home. The 
character of that regulation affects them. It affects their income, their 
employment, and their future. Therefore, they want to keep this reg- 
ulation in the hands of that part of the Government that is most re- 
sponsive to the sentiment of the people, and that is the Congress. To 
repeat, that is where the constitution wisely placed this authority. 
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In recent years we have seen the power of Congress slip away, and 
I say to you that if the United States membership in the Organization 
for Trade Cooperation is approved, as provided in this resolution, our 
authority will have been thrown away by ourselves and we will have 
broken faith with our constituents. This we must not do. 

Let me tell you more specifically what this bill means. 

Together with several other members of the Congress I have intro- 
duced a general import quota bill. If H. R. 5550 should pass Congress, 
it would be saying that the import quota bill must not pass because it 
would be a violation of our international obligations as negotiated by 
the State Department under the General Agreement on Tariffs and 
Trade, better known asGATT. 

Approval of H. R. 5550 would be the same as a blank check to 
the Department of State and to the International Secretariat sitting 
at Geneva, telling them both to go ahead and do as they darn please. 
Congress will have abdicated. It need not ask any further questions 
because it would not be able to answer questions coming from the 
people back home. 

The State Department, operating under the approved OTC, need 
not bother to —— back to Congress at any time. It could offer 
amendments to the existing General Agreement on Tariffs and Trade 
or accept amendments offered by other countries to enlarge its power, 
to admit new countries, including Communist satellites and even 
Russia itself, and there would be nothing that Congress could do about 


it. 
Article XXX of GATT provides the machinery. OTC is just a 
clever way to administer it as amendments to the General Agreement 


on Tariffs and Trade. 

Already the State Department has so completely forgotten the 
constitutional power of Congress that it has made agreements cutting 
out our power. Let me digress long enough to recall that some 3% 
years ago when the Congress decided to cancel the Czechoslovak re- 
ciprocal trade agreement because of their imprisonment of a promi- 
nent newspaperman, Congress acted promptly. Are you aware of 
the fact that it was 90 days before the orders of the Congress could 
be carried into effect? We found that the State Department had gone 
over to Geneva in 1947, and entered into an agreement whereby it 
was necessary, before the Congress could cancel that agreement, to 
reconvene the signatory nations at Geneva and get their unanimous 
consent to cancel the reciprocal trade agreement with Czechoslovakia. 
Not a single Member of this Congress that I have been able to find 
knew that we had been hogtied in this manner by the State Depart- 
ment. 

As the years go on, if we go into this agreement, we are going to find 
other instances where we have been placed in a bottleneck just as 
we were when we wanted to cancel the Czechoslovak treaty. I don’t 
know what they signed over there, and you don’t know, because they 
have not taken us into their confidence and they have not submitted 
the General Agreement on Tariffs and Trade for the approval of 
the Congress. 

Let me point out to you some other things that they have done. 

It is agreed, as already stated, not to establish or maintain import 
quotas in the General Agreement on Tariffs and Trade, and it has 
agreed to remove those that we have on dairy products, raw cotton, 
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peanuts, wheat, wheat flour, sugar, and others now in existence. Arti- 
cle XI of the General Agreement on Tariffs and Trade forbids the im- 
position of any import quotas. It forbids the setting up of subsidy for 
any American industry, including farm activities. It is true that we 
have agreement now, but we don’t belong to the General Agreement 
on Tariffs and Trade officially. They have been acting illegitimatel 
ever since the association was formed in 1947. If you approve OTC, 
I am saying to you that every one of your existing farm subsidies, 
every one of your quotas, including your sugar quota for Louisiana, 
every one of your attempts to restrict foreign imports, will be in 
violation of section XI of the General Agreement on Tariffs and 
Trade. What they are telling you is that the organization for tariffs 
and trade agreements and trade cooperation is just an operatin 
agency, a sort of super general agreement on tariffs and trade. 
just want to ask the members of this committee, do you think we should 
tie the hands of America to such an extent that we could be violating 
an international agreement if some emergency occurred in this country 
where we wanted to set up subsidies on any product in the country, 
including farm or even manufactured ¢ We don’t know what 
faces America in the future, and I don’t think we should tie the hands 
of the American Congress to the point where they could not take 
immediate action to remedy some emergency which might arise. 

Here you are agreeing to something that becomes the law of the 
land, I sometimes think maybe over and above the Constitution of the 
United States. 

It has agreed that no subsidies on farm products will be used to 
expand our foreign market for farm crops beyond our historical share 
of that market. It has bound numerous tariff rates against an increase 
and has promised to put no tariff on many free-list items. In doin 
this it has spoken for the Congress into the indefinite future. Regard- 
less of what might happen in future elections, the will of any new 
Congress is already recorded in the agreement. We are bound. We 
are frozen. We are sold down the river. 

In my judgment the State Department should be called to account, 
sharply and unmistakably, to explain such high-handed action. The 
Department has no shadow of a right to throw such international road 
blocks across the path of Congress, and I may add that Congress itself 
has been remiss in allowing such steps to be taken by the State Depart- 
ment. 

The principal reason has been that the State Department is under 
no instructions to report to Congress what it does in these international 
conferences where it acts behind closed doors and in secrecy. It has 
been allowed to make agreements without submitting them to Con- 
gress, and in fact the State Department has gone hog-wild. 

Only after a lapse of time after any new conference will it become 
apparent what future handcuffs have been forged for Congress. In 
my estimation the record of the State Department in its contempt of 
Congress in this area of its activity is black indeed. That the Congress 
has stood for such contempt is itself almost incredible. I can only 
say that the full realization of what has happened has not fully dawned 
upon us until in one direction after anche we ran into the State 


Department’s private enclosures fenced off and heavily posted against 
trespass of the Congress and the representatives of the people. 
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I have always thought that the Congress was free to legislate its will 
in any field of its competence, and that no such field could be abridged 
or preempted. Any Congress, I was sure, could repeal any law on the 
statute books if it no longer suited the majerity of the members, or 
could amend any law previously passed or leave it alone, or it could 
pass any new laws that in its Soloman fell within the limits of the 
Constitution. 

That has been changed now by our busybody, long-haired inter- 
nationalists in the State Department, these economic gangsters who 
know better than you and I what is good for West Virginia, Massa- 
chusetts, Ohio, Kansas, Florida, Georgia, Oklahoma, Texas, Cali- 
fornia, and even Tennessee. No longer are the representatives from 
these States or any other of the 48 States free to legislate according to 
the needs of the people back home. 

No. We must ask the State Department. May we pass a law? 
Please tell us whether it would violate one of the agreements that you 
set uP at Geneva and that you have been operating illegitimately since 
1947. 

It goes without saying that the State Department people are much 
smarter than we. They don’t have to go back to their districts to be 
elected every 2 years. Some of them have been administering the trade 
agreements program for years without bothering about what any one 
on the outside happens to think. All the State Department bureau- 
crats in the tariff and trade field has to know is what is best for all the 
aa and he has no difficulty knowing that. It comes right out 
of his head. He just talks it over with his colleagues, listens for a 
while to the prophets and the professors of internationalism, and he 
is all set to tell everybody in America what is good for them. 

I have in mind in that brief description a gentleman by the name of 
Charles P. Taft. I think he fits that very well. A paid lobbyist for the 
free trade group in this country. 

How much longer are we who are elected to look after the affairs of 
the people as they are affected by tariffs and trade, going to stand for 
the State Department’s usurpation? They have used the very power 
that we have delegated to them under the Trade Agreements Act to 
stop us from legislating. That is not only preposterous, it is intoler- 
able. And now we are asked in H. R. 5550 to conform to and to con- 
firm this intolerable situation. Instead, we should be considering a 
resolution to inquire into the methods by which the State Department 
has used its trade agreements power to destroy the powers of Congress. 
I may say to you that I intend to introduce such legislation in the im- 
mediate future. 

In my judgment the matter is so serious, the State Department has 
gone so far without authority and is so hell-bent on going still further, 
that we must call a halt and set things straight. A department which 
has conducted itself as has the State Department in its grasp for 
power cannot be trusted for another year or two with the power it 
now has over trade and tariffs. Far from giving it further power 
as proposed under this bill, we should see to it that the Congress regains 
its own authority. Then we can look our constituents in the eye once 
again as their representatives instead of shrinking from them like a 
bunch of political eunuchs. 
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May I say —_ at the present time President Eisenhower has gone 
all-out to force H. R. 5550 on the American people. The White House 
itself, the Department of Commerce, and the Department of State 
have resorted to propaganda tactics beneath the dignity and the level 
of those governmental departments. They are flagrantly using the 
taxpayer’s money. 

I referred to them on the Floor of the House the other day as a bunch 
of political hucksters, using their appropriation money to propagan- 
dize the American people to try to sell them this idea to take us into 
this intenational agreement. 

That isn’t all. I don’t hesitate to say it, and if anybody wants any 
proof of it I can furnish the proof. They are already putting pressure 
on the Congressmen who got the Colorado River proposition through 
the other day, telling them how much assistance the Administration 
and the various departments of the Government were in putting across 
the Upper Colorado River project and telling them to line up and 
support H. R. 5550. Men who had previously come down here are 
afraid to come down here now and testify before your committee. 

Every member of this committee knows that the State Department 
did not come here with this bill for the purpose of continuing merely 
as they have in the past, although that was bad enough. They have 
come back to the well this time for what they may regard as the last 
time. They want to be confirmed in the exercise of full power to make 
trade agreements, to abolish import quotas, to remove subsidies, to 
kill the Buy American Act, the 50-50 Cargo Act, and whatever in 
their minds will please our competitors overseas. They want to be 
placed in the position to be able to forget Congress once and for all. 

That is what this bill means, and I hope it will meet defeat in this 
committee and overwhelming defeat in the Congress. 

Mr. Chairman, at this time I would like to read into the record one 
letter and submit the contents of a resolution for inclusion in the rec- 
ord at this time. 

This is a letter addressed to me as a Member of Congress: 

My Dear ConGrEssMAN : For many years the United Mine Workers of America 
has opposed the Reciprocal Trades Agreement Act. We have opposed it because 
there is nothing reciprocal about it. It is used by the State Department with- 
out regard for the best interests of American business and labor which must 
meet low-wage foreign competition. 

H. R. 5550, a bill now in the Ways and Means Committee, sets up a rule- 
making body which would legalize the rules and laws which up to now have 
been made illegally by the so-called General Agreement on Tariffs and Trade. 

Each year the opposition to the Reciprocal Trades Agreement Act grows 
stronger. We are confident the day will come when the plight of American in- 
dustry will force Congress to rewrite this legislation. As long as the Congress 
maintains full power to regulate commerce and to levy and collect duties on 
imports, we must accept its decisions. But we bitterly oppose the usurpation 


of these powers by GATT and the legal recognition of its stepchild, the Organi- 
zation for Trade Cooperation. 


We respectfully ask each Member of Congress from the coal mining States 
to oppose the passage of H. R. 5550. 

This is signed by Robert E. Howe, director of Labor’s Non-Partisan 
League. 3 ; 

Following that is a resolution formally adopted by the United Mine 
Workers setting up their opposition. f L ; ; 

Mr. Mrizs. Without objection that resolution will be included in 
the record at this point. 
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(The resolution referred to follows :) 


Laxsor’s NON-PARTISAN LEAGUE, 
Washington 5, D. C., March 5, 1956. 
Hon. CLEVELAND M. BAILeEy, 
House Office Building, 
Washington 25, D. C. 


My Dear ConGRESSMAN: For many years the United Mine Workers of America 
has opposed the Reciprocal Trades Agreement Act. We have opposed it because 
there is nothing reciprocal about it. It is used by the State Department without 
regard for the best interests of American business and labor which must meet 
low-wage foreign competition. 

H. R. 5550, a bill now in the Ways and Means Committee, sets up a rule- 
making body which would legalize the rules and laws which up to now have 
been made illegally by the so-called General Agreement on Tariffs and Trade. 

Each year the opposition to the Reciprocal Trades Agreement Act grows 
stronger. We are confident the day will come when the plight of American 
industry will force Congress to rewrite this legislation. As long as the Congress 
maintains full power to regulate commerce and to levy and collect duties on 
imports, we must accept its decisions. But we bitterly oppose the usurpation 
of these powers by GATT and the legal recognition of its stepchild, the Organiza- 
tion for Trade Cooperation. 

We respectively ask each member of Congress from the coal mining States 
to oppose the passage of H. R. 5550. 

Sincerely yours, 
Rosert E. Howe, Director. 


UNITED MINE WorRKERS Oppose ORGANIZATION FOR TRADE COOPERATION H. R. 5550 


The OTC, or Organization for Trade Cooperation, would be a specialized agency 
of the United Nations dedicated to the administration of the General Agreement 
on Tariffs and Trade, or GATT. This is the new international trade organiza- 
tion that Congress is now being asked to approve. This bill is H. R. 5550 and is 
now before the Ways and Means Committee of the House. The new OTC repre- 
sents an effort to unload GATT on the United States in a form that will make it 
permanent. 

The so-called reciprocal trade agreement, of which OTC is a part, is now 21 
years old. The United Mine Workers of America has opposed the Reciprocal 
Trades Act since its inception. 

OTC has been advertised as calling for no supranational power, yet that is 
exactly what it would have in practice and in fact—and that is also exactly what 
the State Department wants it to have. Otherwise the Deparment would not be 
interested in it. Since the OTC would have an assembly, which means a law or 
rule-making body, passage of H. R. 5550 would make legal the rules and laws 
which up to now have been made illegally by the so-called General Agreement on 
Tariffs and Trade. 

Our Constitution, conferred upon Congress in unmistakable black and white, 
the power to regulate foreign commerce and to lay and collect duties on imports. 
Congress has legislated repeatedly since 1951, when the Escape Clause amend- 
ment to the Trade Agreements Extension Act of that year was adopted. Con- 
gress has made its will known repeatedly in legislation, in many amendments 
to that escape clause, to make sure that all American producers faced with hurtful 
import competition have a reasonable remedy. 

This legislation has been rendered impotent by the stubborn opposition of the 
State Department—a department that seems to find it hard to believe that Ameri- 
can producers are entitled to the most elementary considerations of fair treatment. 

For years the United Mine Workers of America has advocated and supported 
legislation to provide quota limitations on foreign imports. Now we are told that 
Congress cannot legislate quotas or provide the mechanism for their imposition 
by an administrative agency without violating the letter and spirit of the General 
Agreement on Tariffs and Trade! 

By just what pattern of reasoning the State Department could arrive at the 
notion that they could properly bind Congress against any particular type of 
legislation on quotas, or anything else, has not yet been explained. These pow- 
ers have been, in effect, usurped by GATT and because of ignorance and indiffer- 
ence on the part of the Congress, they have succeeded in getting away with 
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murder. Now they are attempting to make the past actions of GATT legitimate 
by having Congress pass H. R. 5550 which sets up the Organization for Trade 
Cooperation. 


By defeating H. R. 5550 Congress would recapture its constitutional author- 
ity and responsibility and once more labor and business, the producers of this 
country, would regain their lost voices in the determination and direction of 
trade policies that are of the greatest importance. 

Mr. Mitts. Do you have any other resolutions ? 

Mr. Baixey. I have plenty of things I would like to discuss with the 
committee. 

Mr. Miuts. Do you have anything else you would like to put in the 
record at this point? 

Mr. Battery. I would like to reserve the right to do so, yes. I would 
like to look over some things I have here, if I may get permission to 
insert some additional material. 

Mr. Mitxs. Without objection that permission is granted. 

Mr. Batter. I will not impose upon the good will of the committee 
in doing that. 

Mr. Mixts. Does that complete your statement, Mr. Bailey ? 

Mr. Barter. Yes. 

Mr. Mits. Are there any questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Srmpson. Mr. Bailey, do you have any doubt that if this bill 
should pass it would be interpreted as an endorsement of GATT and 
the entire reciprocal trade agreements program ¢ 

Mr. Barry. No doubt in my mind, Mr. Simpson. That is the ob- 
ject of offering the bill under the term “Organization for Trade Co- 
operation.” It just is a blind to hide what is in the General Agree- 
ment on Tariffs and Trade. 

Mr. Stmpson. Whether or not the caveat which we have in H. R. 1 
and other reciprocal trade extension legislation is truly effective 
would no longer be the question. Our favorable action upon this leg- 
islation, would invalidate entirely that which is in the other law, in 
your opinion ? 

Mr. Batter. That is right. I might say to the members of this 
committee, when you get down to the last analysis and decision 
whether you are going to report this legislation out, I am thoroughly 
convinced that it will find its place in a pigeonhole over in the Finance 
Committee of the other body. There is no intention over there to pass 
this legislation. 

Mr. Stupson. That may be right, but this body has a responsibility, 
2 you so well know, which I hope we will fulfill by killing the bill 

ere. 

Mr. Mitts. Mr. Reed of New York will inquire. 

Mr. Reep. I am very glad to have heard this testimony from my 
good Democratic friend. I gain the impression that this bill has op- 
position within both parties. Is that your impression ? 

Mr. Battery. Yes, sir. I would like to keep it on a bipartisan level, 
certainly on a nonpartisan basis. If the gentleman will recall the fight 
over the extension of H. R. 1 in the last session of the Congress, the 
first roll call was 103 Democrats, 104 Republicans, for a total of 207. 

Mr. Reep. Then it has been a bipartisan pro ition all the way 
through. You raised one point which I don't ke te repeat because 
it becomes tiresome for the committee to hear me repeat over and over 
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again the same thing. One of the things which is very objectionable 
to many foreign nations is that we have very definite quotas, almost 
an embargo, in favor of wheat growers, cotton, tobacco, flax seed, 
flour, sugar and things that you mentioned. 

Mr. Batrey. At least, Mr. Reed, the Congress should be in a position 
to give them that relief if the situation arises where it is necessary. 

Mr. Resp. They have it now. However, this international organ- 
ization when it gets to work is going to start in and say, “If you want 
any concessions from us, then you have to lift those restraints on our 
entering your market.” That is what is going to happen. Many 
farm organizations are for this bill. At the same time, what is going 
ton pen to these quotas which now protect our farmers if we enter 

Mr. Battery. Going into this proposition, H. R. 5550, Mr. Reed, 
recalls some other silly things which are going on. You have a 
surplus of about 714 billion ponds of cotton, as I recall. Maybe I 
am not quoting that correctly. Some weeks ago England and the 
United States agreed to give Egypt $100 million. The Export- 
Import Bank came along a few days later and agreed to lend them 
$240 million for the purpose of building a dam at Aswan in Egypt 
across the Nile River which will irrigate 2 million acres of the finest 
long-fiber cotton land in the world. Over the last few years we have 
been losing some of our cotton exports. If we have to meet compe- 
tition made possible through American taxpayers’ dollars in the con- 
struction of that dam, where are we going to sell the surplus cotton 
in this country? The only alternative is to enforce an acreage re- 
striction and quit producing cotton in this country. 

Mr. Reep. You refer to textiles. Do you believe our textile indus- 
tries, even those of the South, can stand up against competition from 
textiles abroad ? ; 

Mr. Barry. No, sir; not since the adoption of the Japanese Treaty, 
they can’t. 

Mr. Reep. No. 

Mr. Battey. You remember, I pleaded with this committee to hold 
up passage of H. R. 1 until we found out what was in the Japanese 

reaty. 

Mr. Reep. I remember it very well. 

Mr. Battey. They found out all right after we acted on H. R. 1. 

Mr. Reep. Another question concerns me. About 20 percent of all 
our imports comes from American subsidiaries operating abroad. 
These companies are going over there to get the benefit of low labor 
costs and other advantages. They want to ship back into this 
country. This situation concerns me very much. 

Mr. Batter. Mr. Reed, I don’t want to appear as a propagandist, 
but what you just stated is one of the best arguments for the Lanham 
bill, which would impose quotas on foreign imports based upon the 
ratio of wages paid in the countries producing those imports com- 
pared to the wages paid in this country. In other words, if we ever 
solve the world’s difficulties, you are going to have to lift the basis 
of living and the standard of living of those workmen in the foreign 
countries who are manufacturing goods in competition with ours. 
With Japan paying 17 cents an hour compared to probably $1.50 or 
$1.60 an hour in our textile plants here, with England paying the 
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highest rate of any of them, 52 cents in the Pottery industry against 
$179 in this country, the manufacturers are taking advantage of 
that. They have not related the level of the wage in those countries 
at all since the reciprocal] trade agreements have been in operation. 
Practically the same wage schedules are in existence in Belgium, 
France, Italy, and in England which have been there for yeais. The 
only advantage that America could have in building up those nations 
would be by increased pay. If we could get them to double the wages 
of their workmen abroad they would have some money to buy Amer- 
ican exports. Right now they can’t afford them because they are 
being paid the same as they were paid 10 years ago. 

Mr. Reep. They don’t need to worry about imports from this coun- 
try as long as we send $50 billion over there to improve their ma- 
chinery. With the low cost of labor abroad, our industry will simply 
move over there and ship back. For instance, in automobiles and 
trucks alone, the differential in the cost of producing a truck or auto- 
saan between Detroit and the English and Irish Ford plants is 

00. 

Mr. Barter. Mr. Reed, there is no other word that we could use for 
the word “we,” but I don’t like to be included in that. I quit voting 
for economic foreign aid when I caught them building pottery plants 
over at Milan, Italy, and glass plants in France to take jobs awa 
from American workmen. I don’t like to be included in that “we.” 

Mr. Reep. Do you take exception to my joining with you as “we”? 
That is what I was referring to, because I voted against those hand- 
outs myself. 

Thank you very much. 

Mr. Miutis. Mr. King of California will inquire. 

Mr. Kine. Mr. Chairman, I don’t know any man in Con more 
devoted to a cause when he believes in it than Mr. Bailey of West Vir- 
ginia. 

Mr. Battery. May I interrupt the gentleman from California to say 
I feel complimented. This is the first inquiry which has come from 
the Democratic side of the house to me in all the time I have appeared 
here. 

Mr. Kine. I meant it asacompliment. It isa deserved compliment, 
Mr. Bailey. I don’t think one member of this committee would dis- 
pute that statement concerning you. However, there was a time when 
you supported this foreign aid program. 

Mr. Battery. The first Marshall Plan, yes, sir; and I still support 
the military part of it if I can find how to do it and have been able 
to do so. 

Mr. Kine. Mr. Bailey, I know you are aware of this but I think 
it should be on the record. I don’t know of one proposal which has 
been before this committee which attracted the number of the mem- 
bers of this administration’s Cabinet to testify as have testified in be- 
half of the bill currently before us. We have to assume that these 
men feel strongly on the proposal to come here out of their busy sched- 
ules and inform this committee of their views and beliefs. 

Mr. Barer. Might I interject an observation. Most of them who 
came up to appear—I am speaking now of members of the Cabinet— 
up until the present time have been ardent high tariff men. That 
goes for Mr. Weeks, that goes for Mr. Humphrey, and practically all 
the rest of the Cabinet. Why are they doing it now? 
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Mr. Kine. They, then, have had a change of heart one way, while 
you were having a change of heart in the other direction, 1s that 
correct ? 

Mr. Bauer. I never had a change. I came here in 1945 and started 
the fight against trade agreements under the Roosevelt administration. 
I kept it up under Mr. Truman and I have no reason for not continuing 
it under Mr. Eisenhower. 

Mr. Kine. I believe you would agree, too, Mr. Bailey, that were 
the preceding administration to be in power today we would perhaps 
have had the Secretary of State and other important members of 
the Administration before us. 

Mr. Bary. There is no difference in the setup. Somebody just 
threw a blanket over what we already had. 

Mr. Kine. Mr. Bailey, that poses a question which concerns mem- 
bers of this committee. As Mr. Simpson has said it is our responsibil- 
ity to initiate proposals or vote them down as they come before us. 
The record will show that the better or more responsible officers of not 
only this but past administrations would have advocated and approved 
the principles embodied in the present bill. So it puts men in our 
position in a rather sensitive spot debating whether our own in many 
cases limited knowledge should be matched against the best brains 
in both past administrations and the present new one. 

Mr. Batey. I am still willing to trust the wisdom and judgment 
of the Congress. 

Mr. Kina. I agree with that, too. I might say, Mr. Bailey, that 
T have 100 per cent supported the recommendations of the past admin- 
istration and this one in this field. I am frank to state now that I 
have some apprehensions. I don’t like to use the establishments or 
firms in my own district as a guide, but politics being what it is, it 
is a guide we cannot ignore. You don’t agree, then, that in the fore- 
seeable future, great and general benefits will come to our country in 
spite of the objections you, myself, and other men in the Congress 
have, if we can just prevail with proposals of the sort presently before 
us?! 

Mr. Battry. May I ask an explanatory question? What hope 
could America have we will say now from the economic or trade 
standpoint other than to increase exports to those countries? How 
can that be done without increasing the purchasing power of the mass 
of the people in those countries, so they will have the money to buy 
American products? 

Mr. Kina. I agree wholeheartedly. 

Mr. Batter. That is the best argument for the passage of the 
Lanham bill, to say to them, “Yes, you can send your goods in here, 
but you can’t expect the American workman es is getting $1.72 
an hour working in a certain industry, to lower his standard of living. 
You start bringing your wage level abroad up somewhere within, 
say, 50 percent of what we are paying in this country, and we will 
let your imports come in.” 

hat is the solution of it. That extra pay to those people over 
there will go to buy American products. If that isn’t the object of it 
then we are wasting our time. 

Mr. Kine. Is it not true, Mr. Bailey, that there have been appreci- 


able raises in the compensation of workers in the countries you 
mentioned in the last 2 years? 
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Mr. Battery. There has been some, yes, but I say a spread from 17 
cents to $1.72 is entirely too wide a gap. Take, for instance, clothes- 
pins. I have the largest clothespin plant in the world in my district. 
Sweden is our chief competitor. They pay 38 cents an hour against 
$1.56 in our clothespin price. 

Mr. Kino. How does the price compare at retail ? 

Mr. Battery. There is an import duty of 5 cents a gross. Sweden 
paying 38 cents an hour can produce those pins, pay the freight across 
the ocean, pay the brokerage, pay the insurance, pay the 5 cents a gross 
import duty and sell them for 6414 cents in New York and it costs 
93.7 cents to make the pin in my plant in Richwood, W. Va. Why are 
we still in business? Because when they go to ship those Swedish pins, 
our excessive freight rates after about 200 miles cuts them out of the 
market. We are still hanging on to the interior market. That is the 
only reason why that plant is operating today. That is the only ad- 
vantage I ever saw come from high freight rates. 

Mr. Kine. That isall, Mr. Mills. 

Mr. Mitus. Mr. Mason of Illinois will inquire. 

Mr. Mason. Just an observation, Mr. Bailey. The acme of praise 
in my office is when I say I couldn’t do better than that myself. 

Mr. Barty. Fine. Thank you. 

Mr. Mason. I now say that I couldn’t do half as well as you have 
done in your indictment of this bill for the establishment of OTC and 
the State Department. You have done a magnificent job in my opinion. 

Mr. Battery. I would tell them so, too, just like I am telling the com- 
mittee. 

Mr. Miuis. Are there further questions? 

Mr. Curtis of Missouri will inquire, Mr. Bailey. 

Mr. Curtis. Mr. Bailey, I have been very much interested in your 
presentation, particularly as you developed the idea that the power 
to regulate our foreign commerce is squarely on the shoulders of Con- 
gress. 

Mr. Battery. Used to be, you mean. 

Mr. Curtis. It is by the Constitution, Article I. I think maybe 
we might read it. I had it brought in just to refresh my own memory. 
Article I, section 8 gives the power to Congress “to regulate commerce 
with foreign nations, among the several States and the Indian tribes.” 
To regulate commerce. 

The question I was going to ask you is this: You do believe, do you 
not, that Congress in the exercise of its powers, has to delegate them 
to the Executive in many regards? 

Mr. Battery. The first step in that direction was taken in the First 
Reciprocal Trade Agreements Act in 1934. The gentleman realizes 
that the Smoot-Hawley is still the basic tariff law of the land. 

Mr. Curtis. That is correct. 

Mr. Battery. What they did in 1934 was to give the President author- 
ity to negotiate trade agreements. They also gave him authority 
either to lift or lower import duties by 50 percent. Immediately he 
started to lower them. Then the Congress in 1945 gave the President 
additional authority te lower them another 50 percent and instead of 
upping them, which he had the right to do, he cut them another 50 
percent. So most of the items which trouble us over here are items 
which have been cut from, say, 60 percent ad valorem down to 15 cents. 
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Mr. Curtis. I am getting back to the basic procedures of Govern- 
ment. Your objection, as I see it, isn’t that Congress has delegated 
certain authority, but how they have delegated it and what procedures 
they have established or the lack thereof in delegating the authority. 
My own views are that in order to make these things work we do have 
to delegate authority to the Executive. I think our area of discussion, 
at least as I view it, is the question of how has the Congress delegated 
its basic authority to the Executive and have they done it in a detailed 
way so we know what we have delegated and so the people of this 
country know how they can proceed in order to process their cases 
and things they are interested in, involved in this question of the regu- 
lation of commerce. 

The State Department in their testimony indicate that they didn’t 
think it was necessary to come before the Congress to get authority to 
go into OTC, but they thought it was a good idea. To me that is a 
rather astonishing idea —— 

Mr. Bartry. Let me interrupt you there. Did they go ahead and 
explain that they thought they had done something wrong over at 
Geneva and wanted us to okay the Organization for Trade Coopera- 
tion to cover up what they had done over at Geneva? 

Mr. Curtis. No. 

Mr. Battery. I don’t think they were fair with you. 

Mr. Curtis. I didn’t try to get into the substantive aspects of it. 
I am interested in the procedural aspects at this point. Of course, 
they affect the substantive aspects. OTC, as it has been explained, 
is an organization to administer and enforce agreements which have 
been entered into. Or any that may be entered into in the future. 

If that is correct, certainly the term “regulate” would include, I 
would assume, not only the power to enter into agreements but also 
how they are administered once they are entered into. 

Mr. Battery. Let me draw you a picture of what might happen 
there. Suppose we got into an argument with our neighbor Canada 
and we were unable to work out the terms of agreement on import 
duties on some article. Suppose we could not agree on that. The pur- 
pose of OTC is to act as a referee in those cases. What chance could 
the United States have with one representative on OTC, sitting in 
with a bunch of economic gangsters? We couldn’t buy them with 
cash, and I don’t believe we can buy them with trade concessions. 

Mr. Curtis. You are talking about an actual thing. I am talking 
about the basis behind the delegation of congressional power. I am 
trying to examine with you —— 

Mr. Barrey. Will the gentleman join me in a resolution to ask for 
an investigation of what the State Department has done over there? 

Mr. Curtis. I may say to the gentleman that has been my line of 
questioning ever since we started these hearings. That was my line 
of questioning on H. R. 1. I have already expressed concern, public 
concern. 

Mr. Barry. I am certainly glad to know your thinking along that 
line. I would like to know myself what has happened. 

Mr. Curtis. I have expressed public concern that the prepared state- 
ments which have been made by the various executive officials have 
not devoted themselves to a discussion in this area. I am confining 
my questions to you right now to a very limited although very basic 
area, to this one question: It would seem to me that when creating 
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OTC or any organization for administering trade agreements, even 
granted we have given the Executive the authority to enter into those 
agreements, the power to administer agreements would seem to me to 
fall very clearly within the words “to regulate,” and therefore it seems 
to me the executive department pretty well has to come back to the 
Congress, if it wants us to take one further step and create an organ- 
ization which would actually be carrying out the trade agreements 
entered into. 

Let me go to one final point. \ 

Mr. Battery. You are raising the question there, would the adoption 
of this resolution, taking us into OTC, be the equivalent of approval 
of the General Agreement on Tariffs and Trade. 

Mr. Curtis. No. I have raised that point but I am not raising it 
here. 

Mr. Barter. As a treaty. Once it is approved in the form of a 
treaty, I don’t believe it would be answerable even to the courts of 
this country. 

Mr. Curtis. I am just trying to get some fundamental things out 
here to develop it in my own mind. I am just wondering how the 
relationship of this power which Congress has to regulate commerce 
with foreign nations, fits in with the Executive power to make treaties. 
It strikes me as being quite clear that there was a traditional and his- 
torical area in which treaties could be made at the time the Constitu- 
tion was adopted, and trade agreements and the subject of trade and 
commerce with foreign nations was not within the contemplation of 
the authors of the Constitution as being subject matters of treaties. 
With that suggestion I wonder if under the Constitution the Execu- 
tive can make trade treaties. I doubt if they can. I think those have 
to be matters which are brought to Congress, and Con has to set 
the machinery up whereby the President can go ahead and negotiate 
and enter into trade agreements, but that the subject matter of foreign 
commerce could not properly be the subject matter for a treaty. 

I am posing the question and I am going to leave it there, Mr. 
Chairman. 

Mr. Battzy. I would like to say to the gentleman that if you have 
not already read the declaration of purpose of the Congress, in the 
adoption of the First Reciprocal Trade Agreements Act, following 
the enacting clause there are some reasons why Congress set up the 
law. I don’t know whether it goes into the legal phase of it, whether 
they considered it an outright grant to the President or just a delega- 
tion of authority. I am rather inclined to think it is a delegation of 
authority. I am raising the question today that they have abused that 
authority which we gave them back in 1934. 

Mr. Curtis. That is what I hope this committee will examine into. 

Mr. Mius. Are there further questions ? 

If not, Mr. Bailey, we th you for your appearance and the 
information given the committee. 

Mr. Bamey. Thank you, Mr. Chairman. I will love you all if 
you will just keep H. R. 5550 in the committee. 

Mr. Mitts. The next witness is the Honorable Henderson Lanham, 
Member of Congress from Georgia. Mr. Lanham, you are recognized 
and may proceed to present your statement in the regular way. 
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STATEMENT OF HON. HENDERSON LANHAM, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF GEORGIA 


Mr. Lanuam. Thank you, Mr. Chairman. 

I have just noticed that this written statement I have made does 
not contain a salutation to the committee or any word of appreciation 
for the Pres of appearing here. It was purely an oversight 
on my part, and please be sure that I am happy of the privilege of 
being here and discussing this problem, which seems of such vast 
importance to me. I have the greatest confidence in the chairman 
and the members of this committee. I appear here rather reluctantly 
and with humility because I realize, as the gentleman from California 
has said, that there has been a sort of bipartisan approval of this 
program. 

I know that many people think that it is right and that this bill 
ought to be enacted, byt I am so thoroughly convinced that it is funda- 
mentally wrong, that 1 am daring to come here and express my views, 
because I think it is going to further weaken the power of Congress 
and absolutely insulate us or isolate us or, I might even use the word 
“segregate” us—though it has some bad connotations—segregate us 
from any power to regulate trade or to impose tariffs and duties. 

I am not going to read my statement. I ask that it may be inserted 
in the weenie 

Mr. Mrius. Without objection, the full statement will be inserted 
at this point in the record. 

(Mr. Lanham’s prepared statement follows :) 


STATEMENT OF HENDERSON LANHAM, MEMBER OF CONGRESS FROM THE STATE OF 
Georeta, ON H. R. 5550, Heartrne BeroreE House COMMITTRE ON WAYS AND 
MEANS, Marca 7, 1956 


The delegation of United States trade policies to an international organization 
seems to be the most important question that faces the Congress today, aside from 
the Nation’s security. It is always a serious matter when Congress delegates to 
any other body or organization any of the rights and duties imposed upon it by 
the Constitution. The Constitution of the United States specifically provides in 
article I, section 8: 

“The Congress shall have power to lay and collect taxes, duties, imports and 
excises ... but all duties, imports and excises shall be uniform throughout the 
United States” and “to regulate commerce with foreign nations, among the sev- 
eral states and with the Indian tribes”. 

This was one of the original provisions of the United States Constitution and 
has never been repealed or amended (even by the now popular method of consti- 
tutional amendment by the United States Supreme Court). 

It is true that the Congress is often obliged for practical reasons, because of 
the complexity and technical nature of the problems involved, to delegate a por- 
tion of its functions to a board or other agency of the Congress, the function to be 
exercised by such assignee under restrictions and definite instructions from the 
Congress as to how it shall be exercised. This was the case when the Tariff Com- 
mission was formed to lighten the load and expedite the administration of our 
tariff laws. 

During the depression, because of the necessity for an expansion in our foreign 
trade, the reciprocal trade agreements program was launched and has been con- 
tinued from year to year, by which the function of regulating foreign commerce, 
and its corollary powers and duties are delegated to the President of the United 
States. Over the years this delegation of powers has been further shifted by the 
Chief Executive to the Department of State. This change in our fundamental 
trade policy has come about gradually and without a full realization on the part 
of Members of Congress of the ultimate effect of such delegation of their powers 
and responsibilities. So far along has this usurpation of our rights, duties, and 
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authority gone or been surrendered by the Congress, that now the State Depart- 
ment has entered into a sort of alliance with 25 or more nations, for the negotia- 
tion and implementation of agreements to reduce tariffs on goods being shipped 
into America for alleged reciprocal concessions on the part of the participating 
nations. This organization is often referred to as GATT and is technically known 
as the General Agreements on Tariffs and Trade, Now it is proposed to make of 
GATT a permanent organization with a sort of charter, including a provision for 
an assembly or quasi-legislative, quasi-judicial body and the power to police and 
administer GATT. If Congress approves this measure, we will be almost irre- 
trievably committed to GATT and the Congress will be insulated, isolated and, 
I might even use that word of unpleasant connotations, “segregated,” from all 
contact with foreign trade. In other words, we will have completely abdicated 
and have turned over to an international organization the matter of the regula- 
tion of foreign trade. I cannot believe the Congress will agree to H. R. 5550 which 
is a very simple, inoffensive, and innocent looking proposal to amend the Tariff 
Act of 1930, with respect to the General Agreement on Tariffs and Trade. But 
this simple looking and apparently innocuous resolution is a terrible threat to 
our democracy. Already, agreements have been entered into by GATT, with 
the full approval of our State Department but without ever having been sub- 
mitted to Congress, which have already practically dé&troyed some vital Ameri- 
can industries and which pose an ever increasing menace to large segments of 
our economy. 

The full realization of what Congress has done in continuing year by year the 
reciprocal trade agreements program began to dawn upon me when first the 
plight of America’s textile industry was brought to my attention. Even then 
I did not grasp fully the enormously dangerous thing we had done in surrender- 
ing our rights and powers to the Chief Executive and, through him, to the State 
Department. I was naive enough to think that while we had delegated these 
powers we had so hedged them about that any industry threatened with serious 
injury or destruction by such agreements had a full and complete remedy under 
the so-called escape clauses and peril-point provisions of the Reciprocal Trade 
Agreements Act. But a little investigation convinced me of the fallacy of this 
assumption when I came to realize that the President had exercised the powers 
we had given him to override the Tariff Commission on its findings when cases 
were brought before it by threatened industries and had actually set up a sort 
of super committee to rationalize his decision and justify it. Then the enormity 
of the thing Congress had done and its potentialities for evil came to be fully 
realized. From that time on, I began a fight to restore to the Tariff Commission 
which is, after all, an agency of the Congress, the power we had given it and 
to limit the power we had given the President to override the decisions of the 
Tariff Commission which were, in effect, the decisions of the Congress. You 
will recall that our efforts to strengthen these protective clauses in the reciprocal] 
trade agreements program were finally defeated by one vote in the House. 


GEORGE WASHINGTON WARNED US 


Long ago that great warrior and statesman, the Father of our Country, had 
this to say about the usurpation of the power of one branch of the Government 
by another: 

“It is important, likewise that the habits of thinking in a free country should 
inspire caution in those entrusted with its administration, to confine themselves 
within their respective constitutional spheres, avoiding in the exercise of the 
powers of one department to encroach upon another. The spirit of encroach- 
ment tends to consolidate the powers of all the departments in one, and thus to 
create, whatever the form of government, a real despotism. * * * If, in the 
opinion of the people, the distribution or modification of the constitutional powers 
be in any particular wrong, let it be corrected by an amendment in the way which 
the Constitution designates. But let there be no change by usurpation for, 
though this, in one instance, may be the instrument of good, it is the customary 
weapon by which free governments are destroyed. The precedent must always 
greatly overbalance in permanent evil any partial or transient benefit which the 
use can at anytime yield.” 

If the Congress passes H. R. 5550, it would mean that we are forever sealing 
Congress off from its power to legislate on tariffs and trade. practically if not 
technically. It would be an approval of everything that GATT has done. During 
the past years when we have extended the reciprocal trade agreements program, 
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we have always made it plain that the continuation of the program was not to be 
construed as an approval of GATT. 

A few years ago, the State Department and the Chief Executive proposed 
that Congress adopt a bill creating what was known as the International Trade 
Organization. A comparison of the purposes of that bill as stated therein and the 
purposes of the now proposed OTC will show that the present proposal is the 
old one of ITO with a new spring dress in the latest international fashion of 
1956. Those who propose this bill try to slip up on our blind side by stating 
that it is merely an organization to police international trade agreements made 
by GATT. If that be true, why does it have a general assembly or legislative 
body? If it is not really a proposal that would turn over to an international 
organization all legislation on international trades and tariffs why the provi- 
sion for such a legislative body? 

At one point its proponents say that such a body would not enter into any 
agreement that had not already been approved by the United States. This is 
a very deceptive statement since “by the United States,’ they do not refer to 
the Congress of the United States but to the State Department and those operat- 
ing for it in the GATT organization. Do they think we are so stupid as 
to fall for this sort of statement? And why is the State Department descend- 
ing to the very lowest form of huckstering by deception in trying to sell this 
abortive proposal to the Congress? If the smurt boys in the State Department 
can hoodwink us into passing this resolution authorizing us to join the OTC, 
then we deserve the contempt which they feel for us. As our first President 
said in the above quotation, “* * * let there be no change by usurpation. * * * 
The precedent must always greatly overbalance in permanent evil any partial 
or transient benefit which the use can at any time yield.” 

I do not deem it necessary to go into more detail with reference to the threats 
imposed by OTC or a fuller analysis of the proposal. This has already been 
done, I am sure, by those more skilled than I in the technical jargon used in 
these executive trade agreements entered into by GATT. I am convinced that 
this is the supreme threat to our democratic processes and way of life and shall 
continue my fight to the bitter end to see that Congress recovers, if it can, some 
measure of control over the trade policies of our great Nation. The very continua- 
tion of our free enterprise system may depend upon what we do with this tremen- 
dous threat to the power and influence of the Congress. It is we who stand as 
the bulwark of the liberties of our people. If we surrender any further our 
powers and responsibilities, before we know it, we will awake to find that the 
bureaucrats have outsmarted us and have turned our democracy into a bureau- 
cratie tyranny. 


Mr. Lannam. I just want to say, Mr. Chairman, that I have never 
been considered a reactionary. I hope I am not today. As a matter 
of fact, I think I have been considered rather a liberal for a South- 
erner. I have gone along with the reciprocal trade agreements pro- 
gram and have voted for it every year until last year. I did it under 
the impression that the escape clause and the peril point provisions 
in the law were sufficient to protect those industries which were really 
threatened with destruction. The textile industry of my section 
first called the matter to my attention. When they told me about the 
proposed Japanese treaty, I said, “You have a full remedy under the 
the law, I am sure. You can make your showing to the Tariff Com- 
mission, and if there is a real threat you will be given relief.” 

But after a little investigation I found that that simply was not 
true and that a super committee had been set up to justify the Presi- 
den in overriding the recommendation of the Tariff Commission, to 
rationalize his overriding of the findings of the Tariff Commission. 

This whole matter of writing tariffs, of regulating foreign com- 
merce, is very complex, and for that reason the Congress did delegate 
its powers to the Tariff Commission, but I think we ought to remember 
that the Tariff Commission is fundamentally an arm of the Congress, 
I think we made the first mistake when we delegated authority to the 
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the executive department to discharge the duties that the Constitution 
places upon us. 

I had not though the matter through. As a matter of fact, I said to 
the gentleman from Michigan, Mr. Hoffman, one day that I had gone 
along with H. R. 1 and other extensions of the Reciprocal Trade Agree- 
ments Act, thinking that my constituents who might be threatened with 
destruction were protected. He said, “No, you just didn’t think.” 
I have come to the conclusion that he was right, because I hadn’t 
thought this ee I believe that many members of Con 
are supporting this reciprocal trade agreements program without 
thinking the matter through and without realizing that we have abdi- 
cated and that if we adopt this bill we are going to put it beyond the 
possibility for the Congress to legislate in this field 

I don’t mean legally or technically, but the State Department enters 
into these agreements, and then when the Congress seeks to legislate 
they say, “We are morally bound by this agreement which has been 
made.” Do you know they agreed, as far as our textile products 
are concerned, that while temporarily import quotas may be imposed, 
we would work to the end that they all be abolished? I know that free 
trade in theory is right, but practically it can’t work until the stand- 
ards of living throughout the world are practically the same. Until 
that time comes, we must have either tariffs or import quotas. We 
must have something to equalize the competition. 

Appearing here today, I am not thinking so much about the textile 
industry. It was the plight of the textile industry which first aroused 
me or awakened me to what Congress had done and what we were 
now proposing to do, but, as a matter of fact, the textile industry still 
thinks it is going to get administrative relief under section 22 of the 
Farm Act. I am sure they are not, but I am not speaking for that in- 
dustry today. I am speaking for myself as an individual and as a 
Member of Congress and because I am truly alarmed that the Congress 
is about to do something that we are going to regret. 

As Mr. Bailey has told you, I have introduced a bill which would 
permit the Tariff Commission to impose import quotas under certain 
conditions specified therein—notice, the Tariff Commission is the Con- 
gress acting through one of its agents. So long as we keep control of 
the Tariff Commission, in effect we are keeping control of legislation 
and agreements made with reference to foreign trade. I am not push- 
ing it at present because, as I say, the textile industry is not approving 
it bodes they think they will get relief some other way. I don’t 
think they are. I think they will wake up some day and find that they 
will have to join with all other industries in America which are threat- 
ened with this program to try to write some sensible bill which will 
make is possible for the Congress to seize again the power that it has 
abdicated and turned over to the Chief Executive. It is all right to 
delegate some powers to the Executive during an emergency, but what 
emergency is therenow? There is no reason now that the Chief Execu- 
tive should take over the function that the Constitution mg My upon 
the Members of Congress. We must seize it and get it back in our 
hands, I believe. 

T hesitate to say that because so many intelligent and dedicated peo- 
ple on both sides of the aisle believe that I am wrong and that we ought 
to go through with this thing, but I am honestly convinced that I am 
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right and I hope that this committee will consider this whole proposi- 
tion from every standpoint before you approve this bill. I hope we 
can defeat it on the floor of the House. I hope we don’t have to try to 
do that. I am so deeply concerned about it that I am going to do 
everything I can to prevent the Congress from isolating itself further 
from this matter of the regulation of foreign commerce. 

I don’t think I need say pag bet else. if there are any questions 
I will be glad to try to answer them. 

Mr. Mitts. Are there any questions? 

Mr. Reed of New York. 

Mr. Reep. You have made a very clear and very effective statement. 
Of course you are speaking more or less for those industries in your 
Congressional District, and those I assume are mainly textiles. 

With the wage differential, the minimum wage and all that to deal 
with, you don’t imagine for a minute that even with your lower costs 
in the South you can compete against imports from abroad? 

Mr. Lannam. We can’t possibly do it. Now Mr. Benson has said 
that he is going to sell 214 million bales of cotton abroad at world 
market prices. I hope he does. But if he does that, then by all means 
he ought to impose import quotas to protect our textile raills because 
they are handicapped by much lower wage scales and they will pay 
a higher price for the cotton they buy in America than foreign compe- 
tition will pay. 

What is the answer? Import quotas or relief for our textile industry. 

Mr. Reep. Thank you very much. 

Mr. Mrs. Are there other questions? 

Mr. King of California will inquire. 

Mr. Kina. Mr. Chairman, in the presence of Mr. Lanham here, after 
hearing his statement, this is just another illustration in my opinion 
which should certainly serve notice on the executive branch and par- 
ticularly the State Department of what is in store for them in the 
Congress. As I believe I stated previously, year after year I have 
seen ardent support for this program such as Mr. Lanham has had, 
until he was faced in his own district with sufficient disturbance to 
have him make a reappraisal of his former stand. It has happened 
before. It has happened on this committee. Individuals with a long 
record of unadulterated support have broken away. For an intelligent 
department or for men with intelligence and experience, if that isn’t 
sufficient notice of recommendations approving some of the efforts 
which have been made in Congress to correct the very things which 
are threatening to ruin this program, I don’t know what else can 
be done. I am saying what I am saying now solely to reemphasize 
the fact that a reappraisal must be considered by the persons respon- 
sible, particularly in the Department of State, so this situation can be 
corrected before it is lost beyond redemption. 

Mr. Lanuam. To supplement that, could I say I think the State 
Department doesn’t learn anything by experience. I don’t want to 
see Congress do anything else to turn this matter over to the State 
Department because they have no respect for members of the Congress. 
We are a handicap to then, We are in the way. If you turn those 
wild boys loose, there is no telling what agreement they will enter 
into, and I am afraid they don’t learn much by experience. 

r. Mrus. Mr. Mason of Illinois will inquire, Mr. Lanham. 





330 ORGANIZATION FOR TRADE COOPERATION 


Mr. Mason. Mr. Lanham, you discussed the fact, which used to be a 
fact 20 years ago, that the Tariff Commission was an arm of the 
Congress. When we passed the first Reciprocal Trade Agreement 
bill back in 1934 we divorced the Tariff Commission as an arm of 
the Congress, and we placed the Tariff Commission in that very act 
under the Executive, subservient to the Executive and subject to the 
Executive’s veto. 

Mr. Lannam. I didn’t realize we had done that. 

Mr. Mason. That is exactly what happened. That is the status of 
the Tariff Commission now. They can make all the decisions and 
recommendations they wish to the President who, under the advice of 
these other people, simply vetoes the Tariff Commission’s recom- 
mendations and the Congress is absolutely helpless. The industries 
in your district and all over the United States are absolutely helpless. 
We can’t give them any relief under the present situation. 

Mr. Lannam. We did another thing which to me seems absolutely 
foolish. I was on the committee which reported the bill and sup- 
ported it, but in adopting some of the Hoover Commission recom- 
mendations we gave the chairman additional powers and powers which 
have permitted him in some instances to keep from other members 
of the committee information to which those members are entitled. 
This also makes the chairman more or less subservient to the President. 

I have to confess and avoid in that instance, too, because I sup- 
ported those Hoover Commission reports. I supported the thing that 
we did to reverse the legislative process, that is, to let the President 
send plans of reorganization down which then go into effect without 
any action by the Congress unless we veto them. Can you conceive 
of that? I did that without fully realizing what I was doing, but I 
am not going to do it any more. 

Mr. Mitts. Are there further questions ? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I might say, Mr. Lanham, I think I was 1 of 4 Con- 
gressmen who voted against that procedure on the ground it was 
unconstitutional. I asked the Members of the House at the time on 
the floor if any of them thought it was constitutional, please to take 
the floor and explain to the rest of the Members why they thought it 
was constitutional. In conversations I had had with many they agreed 
that it was unconstitutional. 

I simply want to say, Mr. Chairman, that while our colleague was 
testifying I read his prepared statement. I think it is a very fine 
statement. There are strong words in it, but in light of the situation 
I can actually believe they are temperate words. I don’t know that 
I agree with all the conclusions, Judge, but I think in your prepared 
statement you have certainly brought the gist of this matter out out. 
I think this is entirely aside from party, Republican or Democratic 
Parties. I trust that the State Department and a few other bewple 
in the executive branch of the Government who don’t recognize either 
party or Congress will read and think of some of the implications 
which you set out in your statement. 

Mr. eran Thank you, sir. 

Mr. Mitts. Mr. Simpson of Pennsylvania will inquire. 

Mr. Sumpson. Just one question. 
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Would you consider the endorsement and passage of H. R. 5550 
as being equivalent to approval of GATT? 

Mr. Lanna. I am sure that is what it is. It is just a rehash of 
ITO, which some years ago the Congress refused even to report. 

Mr. Srmpson. It is a rehash of ITO with the omission of several 
items which are easily discernible. My point here is that any one of 
those items which is not included could be inserted with the agreement 
of the United States into the GATT agreement and then OTC would 
be called upon to administer it. 

Mr. Lanuam. Not only do they have the right to administer. That 
is where they mislead this committee, or try to. 

Mr. Simpson. Interpretation, also. 

Mr. Lanuam. It has a legislative or quasi-judicial body. They can 
amend the rules. If that isn’t legislative, I don’t know what it is. 

Mr. Srmpson. Mr. Dulles testified, as I recall, that it is quasi-judi- 
cial authority being granted to these individuals of the OTC. The 
gentleman is correct in that statement. 

Mr. Lanuam. I think it is quasi-legislative, too. 

Mr. Srmpson. Quasi-legislative and quasi-judicial. 

Mr. Mitis. Mr. Lanham, we thank you for your appearance and the 
information you have given the committee. 

Mr. Lannam. Thank you, sir. 

Mr. Mitts. Our next witness on the calendar is the Honorable Rus- 
sell V. Mack, Member of Congress from Washington. 

Mr. Mack, we know you very favorably, but please follow the usual 
custom and give your name, address, and the purpose of your appear- 
ance for the benefit of the record. 


STATEMENT OF HON. RUSSELL V. MACK, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WASHINGTON 


Mr. Mack. Mr. Chairman and members of the committee, my name 
is Russell V. Mack, and I represent the third district of Washington. 
I thank you for the opportunity of discussing H. R. 5550 which would 
approve United States participation in the proposed Organization for 
Trade Cooperation. 

In order to understand the proposed Organization for Trade Coop- 
eration, it is necessary to understand also what GATT is. The rea- 
son for this lies in the fact that OTC is designed to administer GATT. 
GATT itself refers to the General Agreement on Tariffs and Trade. 
This was an agreement signed in Geneva, Switzerland, in 1947 by 22 
nations or customs areas of the world. 

In order to make that clear, it is necessary to go back to 1934. In 
1934, the so-called reciprocal] trade agreements program was started by 
the United States and other countries. The trade agreements program 
in the beginning provided for bilateral trade agreements between the 
United States and individual other countries. Under this system the 
United States made trade agreements individually with Canada, with 
Britain, with France, and 29 other countries before 1947. In 1947, 
it was decided undoubtedly that this process was too slow, and there- 
fore the new system was inaugurated of bringing together a number 
of nations and making a trade agreement among them all at one 
time. This was done in 1947. There have been three successive mul- 
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tilateral conferences since that time, one in Annecy, France; one in 
Torquay, England; and just recently the last one was completed in 
Geneva, Switzerland. For the first time Japan now becomes a mem- 
ber of this General Agreement on Tariffs and Trade. 

I believe that the General Agreement on Tariffs and Trade, the 
GATT, signed in Geneva, Switzerland, in 1947 marked a very sharp 
departure from the previous system of making trade agreements. As 
I see it, there was introduced at that time the basis for what might 
be called global economic planning. It went far beyond a mere reduc- 
tion of the tariff and trade barriers, and introduced elements that had 
never previously been connected with the tariff. For example, among 
the objectives of the General Agreement on Tariffs and Trade was 
that of raising the standards of living of the various countries, of as- 
suring full employment, of increasing production and exchange of 
goods, of developing the full use of the economic resources of the 
world, and so on. 

That obviously went far beyond the bilateral system of trade agree- 
ments. It was the need for some sort of an organization to monitor, 
to administer, to carry out such a broad type of agreement that finally 
led to the bringing forward of this proposed new organization, the 
OTC, the Organization for Trade Cooperation, which is now before 
Congress. 

As Congressman representing southwest Washington I do not op- 
pose helping other nations attain better living standards, but I am 
opposed to any program or policy of our Government which will en- 
danger our western industries such as lumbering, aluminum, fisher- 
ies, and tree-nut farming, and the thousands of workers who depend 
on these industries for their livelihood. 

These industries and their workers have experienced hardships al- 
ready as the result of reciprocal trade agreements negotiated under 
GATT. They are fearful that the approval of OTC will create dan- 
ger of further tariff reductions on their products. The experience 
of one of these industries last year gives credence to this fear. 

Our western crab canning industry is protected by a 2214 percent 
ad valorem tariff on canned crab, but despite this protection Japan 
dominates the United States canned-crab market. The can do this 
because Japanese fishery workers receive less for a full day’s work 
than American workers receive as hourly wages. Despite the fact 
that Japan was already selling 60 percent of all the canned crab mar- 
keted in the United States, the Committee for Reciprocity Informa- 
tion announced last year that at the GATT conference in Geneva they 
would consider granting a further reduction in the tariff on canned 
crab. Only by the combined efforts of the entire Pacific, Atlantic, 
and gulf coast congressional delegations were the facts brought to the 
attention of the Federal Tariff Commission and the decision of the 
Committee for Reciprocity Information reversed. 

The people who t repaneent are interested in having our Govern- 
ment pursue policies that will keep our western industries such as 
plywood, lumber, fishing, and aluminum prosperous, and their work- 
ers steadily employed at good wages. Our Northwest plywood in- 
dustry has spent hundreds of millions of dollars in late years in the 
building of plants which employ many thousands of workers. Our 
fishermen, who are actually small-businessmen, have invested their 
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entire savings in the boats and gear which they use to make a living, 
our tree-nut farmers have invested their money in orchards whic 
take many years to reach maturity. All these people live under the 
constant threat of price-cutting imports from Japan and other coun- 
tries where the wages are often but one-tenth what our workers re- 
ceive. They must have reasonable tariff or quota protection if they 
are to survive. 

These western industries and their workers have confidence that 
the Federal Tariff Commission and the Congress will not let them be 
ruined by free imports from low-wage countries. They feel that 
Congress should never relinquish to the State Department the tariff- 
making powers that are possible under this legislation. 

Congress has never directly ratified the GATT program. It is 
true that this proposed legislation does not do so directly, but it will 
in effect, say that the Congress gives approval to the purposes of 
GATT. Iamsure that I speak for the people of my area in opposing 
the participation of the United States in any international organiza- 
tion which might abrogate any of the present tariff controls now ex- 
ercised by Congress and the Tariff Commission. 

Mr. Miu1s. We thank you for your appearance and the information 
given the committee, Mr. Mack. 

Mr. Mack. Thank you, Mr. Chairman. 

Mr. Mitus. The next witness is the Honorable W. J. Bryan Dorn, 
Member of Congress from South Carolina. 

Mr. Dorn, you are recognized and you may proceed without inter- 
ruption. 


STATEMENT OF HON. W. J. BRYAN DORN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF SOUTH CAROLINA 


Mr. Dorn. Thank you, Mr. Chairman. 

I would like to say of course it is always a pleasure to appear before 
your committee. I have always believed that this committee is one of 
the very best in the Congress and has one of the most difficult jobs 
before it constantly. I would like to say also that not only do we hold 
in very high regard Mr. Cooper, but we hold in equally high regard. 
you, Mr. Mills, and other members of the committee. 

I have just a short statement, nothing written. 

Like Judge Lanham, I have become extremely interested in this de- 
velopment the last few years. I feel that in entering into reciprocal 
trade agreements, agreements like the GATT agreements, and the 
proposed bill before the committee today, we often overlook the un- 
derlying basic philosophy of the foreign nations with whom we enter 
into these agreements. I am not setting myself up as an expert on 
what the people abroad think, but I did arrive at many conclusions 
as an enlisted soldier in many of these foreign countries for quite a 
while. I formed the opinion that they look upon the United States as 
a very, very rich country. If they enter into an agreement with the 
United States, they try to get the best of us in any way possible. They 
think we are immensely wealthy, and when they enter into an agree- 
ment with us they should get something out of the deal. They don’t 
think so much in terms that we do. We generally think of the whole 
free world in our foreign entanglements and in our agreements and 
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alliances. We are thinking about the freedom of all the free world. 
We are trying to promote the best interests not only of ourselves but 
of the other nations with us. ; ah 

But the philosophy of these nations is extremely nationalistic. 
They think in terms of their own people and how best they can pro- 
mote or advance the interests of the people in that particular country. 
So when they enter into an agreement with the United States they 
generally enter into it, maybe not openly but certainly under the table, 
with the idea of getting something out of it and to share in part the 
vast wealth of the United States. 

I think their ethics are not quite up to ours. We enter into an agree- 
ment to keep the agreement right up to the letter of the agreement 
or the letter of the law, whereas a lot of these nations enter into these 
agreements knowing when they enter into them that —~ are ae to 
use every means to circumvent the original agreement. I think that is 
something that we often overlook. For instance, they will go ahead 
and agree to lower the tariff if the United States should lower hers, but 
at the same time they are working on an import quota or import license 
or manipulation of the exchange. I think the committee has before 
a paareee of instances like that. They don’t enter into it in good 

aith. 

Another thing I think they overlook or don’t care about is that the 
United States has laws, minimum hours, minimum wages, laws against 
child labor, laws against penitentiary labor flowing in interstate com- 
merce. A lot of these countries don’t have any such laws nor do the 
care anything about the fact that the United States has a lot of this 
progressive legislation. So when you enter into a deal with these 


countries, a lot of times you enter them at a disadvantage. I think it 
is something for us to think about. 

Further, to surrender the power of this Congress over to a group 
who generally think in terms of these other nations and keeping the 
agreements, might be disadvantageous to American labor and to 
American industry. 


My idea about pemmpevens trade in the beginning was that it was cer- 


tainly a great ideal. We have had reciprocal trade since colonial days. 
Things that we had in surplus we sold to foreign countries, and things 
they had that we needed we bought. It was just as simple as that. 
Since the advent of reciprocal trade I know many of us in the South 
thought that by reciprocal trade we were going to get rid of more 
cotton abroad. Since this thing has come to pass—I don’t think re- 
ciprocal trade is responsible for it altogether, but certainly it has hap- 
pened during the time of reciprocal trade—we have lost most of our 
export cotton market. We used to export 60 percent of the cotton crop, 
now only 30 percent. We are exporting less wheat and tobacco than 
we did 20 years ago. My idea about reciprocal trade is that in the 
markets of the world and in the trade of the world, we were to sell 
those things that we had in surplus and buy things from other coun- 
tries that we need. 

I thought it was just as simple as that. I maintain, Mr. Chairman, 
that America has more or less lived up to that. I know we have im- 
ported a large part of the Brazilian coffee crop every year. The things 
we need we are bringing in. Tea the same way; raw rubber from 
Malaya; manganese, tin, aluminum. These things that we need we 
are importing. 
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To show you the thinking of some of these other countries, they 
grant all of that, but at the same time they turn around because of 
the vast wealth of the United States and ask us, Mr. Forand, to im- 
port textiles just to help them out because we are wealthy and have 
a higher standard of living. Even though it might hurt that industry 
and might cause some of our people to be unemployed, they still in- 
sist, Mr. Simpson, on our importing these things and hurt you, hurt 
your people and hurt mine, where we already have these products in 
surplus. I refer specifically to the Japanese textiles. We have re- 
vided this industry in Japan with American dollars. Then we have 
more textiles than all the rest of the world combined. Then we have 
to turn around, according to this agreement, because we are a wealthy 
nation and generally hold to our agreement, and are good fellows, and 
take some of this stuff whether we need it or not. Whether we have 
it in surplus or not we should take it into our country just to help 
them out. 

I don’t subscribe to that theory of international trade. I think it 
has already wrecked some industries in Ohio and in West Virginia 
and Pennsylvania. I am fearful that that same thinking is going 
to wreck a growing industry in the South today, an industry which 
is purchasing 76 percent of the cotton grown in the United States. 
Therefore, these American textile industries help the cotton farmer. 
The people who are buying most of that cotton, the vast majority of 
them, are the textile manufacturers of the United States, of New 
England, the Middle Atlantic States, and the South. Anything which 
hurts them is going to hurt the farmer, and it just follows that it 
will hurt the whole economy of the country. 

I think we are going to have to consider that when these nations go 
into these agreements with the United States. They often go into 
them with no idea of holding up their end of the bargain. The OTC 
might become a very dangerous thing in that philosophy and that 
thinking of these nations—and there are many of them—when they 
enter into agreements with the United States, have already figured 
out a way to circumvent that agreement to the detriment of the United 
States. 

That is about all I have to say, Mr. Chairman, except that I want to 
add my thinking to that of Judge Lanham and Judge Bailey. I have 
an awful lot of respect for Congress. I think we are better acquainted 
with the problems of the people back home and throughout this country 
than the State Department could possibly ever be. Not only that, 
Mr. Chairman, I think sometimes we know more about what is going 
on in foreign countries than they do. We have a little broader per- 
spective. I gather that in this way: 

As a soldier I had a lot of confidence in the Congressmen who came 
overseas and I believe they asked more commonsense, down-to-earth 
questions and probed into the thinking of people abroad in a better 
way than some of our diplomats. I have a lot of confidence in Con- 
gress, and I don’t want to see us continue to surrender our power as 
the representatives of the American people. 

I have a feeling, too, for the nations all over the world. I know 
that they are essential to the security of this country, but I still say, 
Mr. Chairman, that the backbone, the core and heart of the whole free 
world is the United States. If anything happens to America, they 
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won’t last 1 week. They would quit tomorrow. So we have to protect 
our industries, Mr. Simpson, in order to protect the other nations of 
the world. If through sharing America’s wealth we weaken the econ- 
omy of America, that would be the greatest blow to England, France, 
Japan, and Western Germany that could possibly happen to them. 
It would be the worst thing which could happen to them because if 
the United States were to withdraw from NATO and some of these 
organizations and say, “We are through. We are going to cut our 
Army and Navy and Air Force,” they would line up with Russia 
tomorrow. I think you know it and the American people know it. 

So as representatives of the American people, interested in the free 
world, we are going to have to protect first America in order to protect 
all the rest. I think we are weakening the economy of this country 
and the time may come not far off when America with all of its debt 
and the foreign aid that we are giving people may become weak in 
power politics. Incidentally, Mr. Chairman, you know and I know, 
from looking at the statistics, that we are exporting a lot of things, 
but a large portion of that is economic and military aid that we furnish 
other countries so they can buy these things. If the time ever comes 
when we can’t do that and our economy is weakened by debt, then 
where are we going to be and where are they going to be? They are 
going to be on the other side, I tell you that, if the United States ever 
becomes weak. I think our first obligation as representatives of the 
people is to protect America, and that is the best and the surest way 
to protect them. I do think we are hurting the economy of this country 
with some of these GATT agreements and the continual lowering of 
the tariff. I think this is just another step along that road to further 
surrendering our power to some international organization, the 
majority of whom are not in sympathy with the standard of living 
of the American people. 

Mr. Mitts. Does that complete your statement, Mr. Dorn? 

Mr. Dorn. Yes. 

Mr. Mit1s. Any questions? 

Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Sueson. Mr. Dorn, we are always glad to have you before the 
committee. You don’t agree that this is an innocent administrative 
matter only ? 

Mr. Dorn. Not by any means. 

Mr. Stmpson. Would you go further and consider this a complete 
endorsement of GATT? 

Mr. Dorn. To all intents and purposes, that is exactly what it is, 
except maybe it goes a little further. 

Mr. Stmpson. Thank you. 

Mr. Mirrs. Are there further questions? 

Tf not, Mr. Dorn, we appreciate your appearance and the informa- 
tion given the committee. 

Mr. Dorn. Thank you. 

Mr. Mirus. The next witness is the Hon. John Henderson, Member 
of Congress from Ohio. . 

Mr. Henderson, you are recognized to proceed in your own manner 
to deliver your statement. 
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STATEMENT OF HON. JOHN HENDERSON, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF OHIO 


Mr. Henpverson. Thank you very much, Mr. Chairman. I am 
pleased that I have this opportunity to appear before the committee. 

It is very difficult to come before any committee and be in opposition 
toa measure. I sat down last evening and thought just a little bit of 
how I feel about this legislation which the Ways and Means Com- 
mittee is considering. I set forth here in writing pretty much the 
principles not of an expert, not of a manufacturer, not of a workman, 
but the opinions of a Cheiitiamanain who has attempted to make a seri- 
ous study of the complex question this committee is considering today. 
With your permission I would like to read this statement and then I 
will be very pleased to attempt to answer any questions that I can. 

My purpose in appearing before your committee during the hear- 
ings on H. R. 5550 is to urge that the committee and the Congress act 
with extreme caution in consideration of this legislation. 

The bill before you would, if enacted, authorize the United States 
to be a party to the Organization for Trade Cooperation among whose 
duties are the administration of the General Agreement on Tariffs 
and Trade. 

I should like to point out at the very beginning of my remarks that 
the average citizen looks to Congress as the responsible agency for 
those things which control his commercial activities. He feels that 
if remedial action is needed in any phase of Government he can look 
to Congress for that action. Especially does he fee] that the question 
of the regulation of trade rests within the purview of the Congress 
for he knows that the Constitution of the United States, brief as it is, 
has specifically enumerated the question of tariffs for especial treat- 
ment when it says in Article 1, section 8: 

The Congress shall have power to lay and collect taxes, duties, imports and 
excises * * * to regulate commerce with foreign nations * * * 

This is a definite assertion of congressional responsibility for the 
regulation of duties and commerce with foreign nations. 

The average citizen is somewhat bewildered to learn that the 
economic pinch that he feels because of a reduction of protective 
tariffs on the goods he manufactures has not been brought about by 
action of the Consens but by an international agreement which the 
Congress has not ratified. 

The average citizen remembers that the courts at one time had 
declared that there were some powers which Congress could not 
delegate. He is confused to learn that today he is faced, not with 
a simple delegation of authority, but a complex delegation from the 
Congress to the executive and, thence, from the executive to an inter- 
national entity known as GATT—to the end that even the executive 
branch, in becoming a party to the agreement, has lost some of the 
authority that had been delegated to it. 

That is the state of affairs prior to the enactment of the legislation 
which is now before us. 

At the time that H. R. 1, the Reciprocal Trade Act extension, was 
under consideration in the first session of the 84th Congress, many 
of us expressed ourselves on the subject of the General Agreement on 
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Tariffs and Trade and what it had done to weaken the economic posi- 
tion of the United States. 

In the first place, it was pointed out that the entire GATT program 
had been directed toward the reduction of United States tariffs and 
toward the establishment of economic advantages of one sort or an- 
other for many of the nations who were parties to GATT. Seldom, if 
ever, has this organization worked to the economic advantage of the 
United States. 

Parenthetically, I would like to endorse the statements which have 
been made by the two speakers who immediately preceded me that 
these agreements have worked more specifically for the advantage of 
other nations. 

We have progressed to the point now where our tariff rates are 
among the lowest throughout the world. 

Those who advocate low tariffs will say that the benefits lie in three 
categories. First, that it encourages world trade. To this some of 
us must answer that our exports as related to our national productivity 
have reached such a low ratio that the benefits cannot outweigh the 
detrimental effects of wrecking home industries and rendering jobless 
the pottery worker, the glass worker, the worker in our clay tile in- 
dustry, and the coal miner. In other words, the price we pay for 
world trade places a great and unequal burden on many of the impor- 
tant industries of our Nation. 

Secondly, it is argued that by giving economic advantages to other 
countries, we are helping them without expense to our own taxpayers. 
To this must be given the answer that such economic concessions will 
cost us far more in terms of lost income to American industry and 
ultimately in the tax revenues our Nation receives. 

Let us not maa that every dollar of corporate profit in the United 
States means at least 50 cents in tax revenues. ere our tariff prac- 
tices have reduced the profits of the American pottery, tile, and glass 
industries by a certain figure, those same practices have reduced the 
taxes paid by those industries by at least one-half. 

Thirdly, the advocates of low tariffs will say that American industry 
is more prosperous than ever and shows no signs earers in certain 
specific industries such as pottery, glass, coal, bicycles, textiles, wool, 
et cetera) of being hurt by the program. To this we must answer 
that we are enjoying prosperity, not because of, but in spite of our 
trade practices. The ill effects are slow to show themselves. In spite 
of our dollar export figures, our quantity export figures have not kept 


pace. 
All of which leads me to the pont of saying simply that the GATT 


and the concomitant low tari licy has done nothing to help the 
American economy and that GATT and its international attitudes 
has done several things which may only be interpreted as harmful to 
notable segments of our industry and the men and women who depend 
upon these industries for their livelihood. 

First, it has reduced America’s bargaining position to something 
less than its wealth and prestige would reserve for it at diplomatic 
level. Though our world position as a nation among nations is one 
of great influence, as a signatory to the GATT, it approaches the 
same degree of influence as the weakest member. Secondly, it has 
weakened the constitutionally granted authority of the Congress to 
regulate foreign commerce. You and I know, Mr. Chairman, that in 
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recent years the Congress has been repeatedly cautioned that it must 
follow certain selected paths and that failure to do so would lead 
to embarrassment because of concessions which our Nation had granted 
through GATT. To say that GATT has no power to work its will 
upon congressional policy is ignoring reality. Each time that a cau- 
tious Congress attempts to look under the covers of a trade policy, all 
sorts of taboos, both large and small, are raised. 

Yes, it is literally true that Congress has not ratified or officially 
recognized the GA'TTT—that Congress can yet act in matters of for- 
eign trade. But will it be true if H. R. 5550 is enacted ? 

In enacting this bill, Congress will be authorizmg membership in 
an agency that will have as its chief duty the administration of the 
GATT. The bill clearly states that purpose. Since it has this as 
its chief function, do we not at the same time ratify the contract 
which it administers? True, the organization has other duties, but 
they are lesser duties and they are ones which can be ably performed 
in some other manner. 

Let us ask ourselves several questions before we act upon this 
measure. First, do we want to continue down this pathway to ever- 
lower trade restriction? As we answered the roll call on H. R. 1, 
many of us said we did not. Our industries, particularly those which 
produce our handmade products, our pottery and clay tile, our glass, 
and the industries which prepare our natural resources, coal and oil, 
and the thousands of American workmen engaged, or until recently 
engaged, in such production say that we do not. Secondly, do we want 
our trade practices so completely divorced from congressional author- 
ity through this process of double delegation to the point that we 
relinquish our prominence in the world today by being out-voted in a 
contractual arrangement such asthe GATT? As I see it, if we want 
an agreement, do we want this one? The Congress has never had 
an opportunity to express itself directly on this point. Thirdly, do 
we want to join this specific club, this organization, the OTC? 

Perhaps we have reached the point in civilization’s march when we 
should direct more of our attitudes to internationalism—a march 
which has been fraught with disappointment in the past. But if we 
concede that we must now express ourselves as one unit of an inter- 
national confederation, and must not only join, but, in return for 
some advantages must surrender sovereignty in some degree or other— 
if that is so, aren’t we still privileged to carefully investigate the club 
we will join? Perhaps this organization which seems so bent upon 
bringing advantages to other nations is not the one for us. Possibl y 
one can be fashioned which will meet our needs far better—one whic 
will not reduce this Nation of ours to the voting position of a second 
or third rate power. For as surely as we concur in OTC, and indirectly 
Ps the activities of GATT, we will be reduced to that position in other 
things. 

Mr. Chairman, the day has not yet come when American industry 
cannot find markets within our borders and among our growing popu- 
lation. The day has not yet come when other nations will not procure 
our goods just as we will buy that which we must have from other 
nations. The day has not yet come in America when we would, as 
a measure of national policy, say to coal miners and pottery workers 
that you will be deprived of your jobs and you must sell your homes 
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and leave your established communities to find new fields of work, 
forgetting your skills and accomplishments, because of the decisions 
of an international organization to which your elected Representatives 
in the Congress gave such authority. 

The people of the 15th Congressional District in Southeastern Ohio, 
which I have the honor to represent, have suffered grievous economic 
hardship because of the tariff policies of the past several decades. 

My constituents have written and called on me to urge that your 
committee proceed on this legislation with extreme caution. Mr. 
Chairman, in appearing here today, I am speaking for them. 

Mr. Mitts. Does that complete your statement ? 

Mr. Henverson. It does, sir. 

Mr. Mitis. Arethere any questions? 

Mr. Jenkins of Ohio oibtenuil 

Mr. Jenxrtns. I wish to say that you have presented what I think 
is a very masterful statement, Mr. Henderson, especially in view of the 
fact that you are now serving your first term in this Congress. You 
are dealing with a very important subject matter, as we all know. You 
are dealing with a subject which has been before the people for many, 
many years. I want to congratulate you on the clear and lucid state- 
ment which you have a 

Mr. Henperson. Thank you, sir. 


Mr. Mitts. Are there further questions ? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Stwpson. Mr. Henderson, I, too, congratulate you upon your 
paper. You raise a question at the top of pege 4 the gist of which is 


that the endorsement or the passage of H. 
construed as approval of GATT. 

Mr. Henpverson. I believe that must be inferred from the bill. 

Mr. Srupson. That is your answer ? 

Mr. Henverson. Yes. 

Mr. Srmpson. You need not comment on this but I interpret your 
phrase “extreme caution” to mean you are against this bill. 

Mr. Henperson. That isa good interpretation. 

Mr. Srupson. Thank you, sir. 

Mr. Mitus. Are there further questions? 

If not, Mr. Henderson, we appreciate your appearance and the in- 
formation given the committee. 

Mr. Henperson. Thank you very much. 

Mr. Mrius. The next witness is our colleague, Hon. Robert C. 
Byrd of West Virginia. Mr. Byrd, please give your name and the 
purpose of your appearance for the benefit of the record. 


STATEMENT OF HON. ROBERT C. BYRD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Byrp. Mr. Chairman, my name is Robert C. Byrd, and I rep- 
resent the Sixth Congressional District of West Virginia. I appear 
here today in opposition to H. R. 5550. I was elected by the people 
of my district to join with other Members of the House of Representa- 
tives in carrying out the duties assigned to Congress by the Constitu- 
tion. I would be remiss in this capacity if I failed to protest any 
attempt to abrogate any of those duties. So far as I can determine, 


5550, you infer, could be 








5 nates salir Sse hac 


SLMS ts 








ORGANIZATION FOR TRADE COOPERATION 341 


H. R. 5550 would, in effect, delegate to the executive department an 
important function of the legislative branch, thus further diminishing 
the effectiveness of the principle of checks and balances on which our 
system of government was founded. 

If supporters of H. R. 5550 and collateral legislation are convinced 
that the executive department should be empowered to draft and carry 
out policies governing United States trade with foreign countries, it 
would appear to be in keeping with national precepts to approach 
the problem through the medium of an amendment to the Constitution, 
thus permitting the people of the several states to provide the ultimate 
answer. 

Given such an opportunity, the voters of West Virginia would 
reject the proposal. They have experienced the frightful consequences 
of trade regulations made through the assumed authority of the ex- 
ecutive department. They want no more trade pacts which are en- 
acted without giving the welfare of the American people uppermost 
consideration. I make this statement advisedly, for some of the 
policies governing international commerce could not conceivably have 
been acceptable to a United States delegation dedicated to promoting 
the well-being of our citizenry. I shall speak in particular of the 
policies which opened the doors of our fuel markets to shipments of 
residual oil from foreign refineries. 

In past years I have come before this august committee to appeal tor 
legislative protection against the millions of barrels of foreign residual 
oil that have brought unemployment and destitution to the mining 
communities throughout West Virginia and other coal-producing 
States. I presented figures showing that these imports were directly 
responsible for mine closings and widespread economic devastation. 
Yet executive department authorities, whose decisions had con- 
tributed heavily to the creation of these conditions, came to this very 
room with requests for continuing and even extending those destructive 
policies. Their testimony was directed at attempting to dispute the 
fact that unemployment in the coal fields was attributable to the in- 
roads of foreign oil. The fallacy of their reasoning has now become 
apparent, as is shown in the increase in bituminous coal production 
since H. R. 1—with the national] security amendment—became law. 

You will recall that the Senate Finance Committee incorporated that 
amendment into the bill extending the Trade Agreements Act last year. 
The intent of the amendment was spelled out on the floor of the Senate 
at the insistence of Senators from coal and oil States. Then and there 
administration spokesmen were forced to give assurance that oil im- 
ports would be restrained at levels to be determined by a formula 
based on a ratio of imports to domestic production. The bill became 
law, and—for the first time in history—oil importers were put on notice 
that unrestricted invasions into our fuel markets would no longer be 
tolerated. Consequently, because of the recordbreaking amounts of 
residual oil that had entered the country in the first part of 1955— 
before the bill was enacted into law—it became necessary for sharp 
cutbacks to be made during the latter part of the year. 

The overall total for the 12 months of 1955 was the highest of all 
time, yet what took place in the last half-year proved exactly what 
we who represent coal-producing States have insisted. Certain large 
industrial consumers, faced with the prospect of cutbacks in the re- 
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sidual oil imports, began ordering coal. As a result we are produc- 
ing far more coal in West Virginia. It is not enough, and there are 
still thousands of unemployed miners in our State, but at least the 
reversal has established the validity of our earlier statements to this 
committee. When Congress places a quota limit on residual oil im- 
ports—and I am confident that an increasing number of Represen- 
tatives are coming to realize the necessity for such a law—then addi- 
tional thousands of our mine workers will have an opportunity to re- 
gain their old jobs. 

The present danger in the situation is that H. R. 5550 would tend 
to switch the trend from protecting American industry and labor to a 
wideopen policy of admitting additional quantities of foreign goods 
without regard to the impact on the economy and security of the 
United States. H. R. 5550 would enhance the power of the State De- 
partment, and you know and I know that the State Department has 
yet to indicate an interest in what happens to American jobs when 
tariff barriers are lowered. 

The avowed purpose of H. R. 5550 is to make further tariff reduc- 
tions. I do not take issue with the position that more trade among 
friendly nations is beneficial to all concerned. I wish that it were pos- 
sible for us to exchange goods with all of the free countries of the 
world unhampered by any trade barriers whatsoever. That such a 
possibility at the present time or in the foreseeable future is unfeasi- 
ble, however, is admitted even by the most ardent advocates of a more 
liberal trade program. The plan which must therefore be pursued 
by our tariff-making authorities is one which would stimulate inter- 
national commerce to whatever extent is possible without creating 
harm to our economy and security. 

Such a course is apparently inconceivable to those members of the 
State Department who have transacted so many of their repugnant 
trade agreements in recent years. Their unfamiliarity with conditions 
in various sections of this country may be accountable for some of the 
mistakes which have brought distress to American workers, but the 
principal reason is undeniably the philosophy that conditions at home 
are of no consequence so long as we are pleasing our neighbors and our 
friends elsewhere in the world. 

Members of this committee are acquainted with the disparity, to 
the disadvantage of the United States, in the trade agreements ‘that 
have been negotiated within the past 2 decades. I need not reiterate 
that, although other parties to trade contracts have agreed to acquiesce 
on the matter of admitting United States goods into their countries, 
those nations are always able to erect a suitable barrier to our goods 
when reduction of imports better suits their purpose. The United 
States has, on the other hand, insisted on fulfilling its commitments 
without resort to any such subterfuge whatsoever. We are now there- 
fore in an extremely vulnerable position as far as world markets are 
concerned. We have been placed there by the blunders of State De- 
partment diplomats. To permit them to lead us further down the 
perilous road would be to compound the mistakes that are the out- 
growth of the leniency of the legislative branch in past years. To 
accept H. R. 5550 would, as T have said, also be inimical to the spirit 


of the Constitution. T ask that this committee report unfavorably on 
H. R. 5550 
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Mr. Mirus. We appreciate your appearance, Mr. Byrd, and the in- 
formation you have given the committee. 

Mr. Byrp, Thank you, Mr. Chairman. 

Mr. Mitts. The next witness is another of our colleagues from West 
Virginia, Hon. Robert M. Mollohan. Please give your name and the 
purpose of your appearance for the benefit of the record. 


STATEMENT OF HON. ROBERT H. MOLLOHAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF WEST VIRGINIA 


Mr. Motionan. Mr. Chairman and members of the committee, I 
am Robert H. Mollohan, Representative of West Virginia’s first con- 
gressional district. I speak today in opposition to H. R. 5550. 

If the provisions of this proposal were novel and untried and as 
such might lead to the betterment of the nation’s economic standards 
and contribute to more friendly conditions the world over, then there 
might be some logic in our ateeting such a revolutionary program 
as is contained in this bill. The fact of the matter is, however, that 
we have already experienced what happens in the various parts of 
our country when the State Department takes over responsibility 
for our trade laws. 

The people of West Virginia learned within a short time after the 
conclusion of World War II that the State Department is not con- 
cerned with what happens to our economy. By making concession 
after concession to other nations under the label of reciprocal trade, 
the State Department invited into our markets a deluge of foreign 
products produced by underpaid workmen in lands where the stand- 
ard of living is not comparable to that in this country. First came 
the foregoing residual oil—in scattered shipments and then in a con- 
tinuous line of tankers. As it was poured into the electric utilities 
and heavy industrial plants along our east coast, coal output began 
to back up. Our customers did not want our coal so long as cheap 
residual oi] was there for the asking—with practically no tariff assess- 
ment and no quota at all to hold it back or shut it off. Our mines 
closed down and our men were thrown out of work. They and their 
families lived on unemployment compensation for a while, after which 
it was a matter of foraging for themselves. 

We who believe in America and reject any policy that would create 
poverty within our country made representations to the State Depart- 
ment and even to the White House in hopes that some steps would 
be taken to alleviate these dire conditions. The State Department 
not only refused to listen to our appeals; it sent its top officials—in- 
cluding the Secretary of State himself—right up to this committee 
room to take issue with our position and to tell us that even greater 
importations of foreign products would be brought about through 
further liberalizing of our trade laws. The State Department was 
not familiar with what has happening in West Virginia. It is still 
not acquainted with these facts. Yet it comes before this august Com- 
mittee again this year demanding greater and greater powers in the 
field of international commerce—in direct contradiction to the precepts 
of the Constitution. 

I mentioned the disregard of the coal industry by the State Depart- 
ment. The same attitude is applicable in the cases of glass, pottery, 
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chemicals, ceramics—a host of products made in West Virginia in 
piants already injured—and that could be quickly and completely 
idled if our markets are thrown open further to foreign competition 
to the extent that the State Department would advocate. 

No, Mr. Chairman, Congress can no longer afford to be so credulous 
as to believe that joining such a group as the Organization for Trade 
Cooperation is going to benefit this country. That theory may have 
sounded practical in the years gone by, but now we know better. 

I am in favor of expanding foreign commerce as much as pos- 
sible on a sound basis, but I object to any policies which choose to 
admit foreign goods without regard to their impact on the American 
economy. I resent policies resulting in the disemployment of our 
workmen, reductions in our standards of living, and the threatening 
of our national security. I feel that it is quite possible for us to reduce 
duties on some goods below current levels; but, just as sure, increased 
tariff rates and/or quotas are necessary in other instances. What- 
ever the case, the welfare of our own people should determine how the 
tariff laws are to be adjusted. 

The power to regulate foreign commerce must rest in Congress; 
to remove it or to transfer it would be in direct violation of the man- 
dates of the Constitution. What is more, it is only logical that Con- 
gress be cloaked with this authority. Members of Congress are closest 
to their constituencies. They know when business is good and when 
it is not in their respective districts. Congress would not contemplate 
throwing open our markets to a foreign trade program serving to 
bring unemployment to several million American workers. Why, 
then, should it grant another government body the authority to accom- 
plish this objective? 

The United States is now one of the low-tariff nations of the world. 
While we in this country have carried out our commitments on all 
of the negotiations effected under the so-called reciprocal trade laws, 
many of the concessions which we presumably gave have been nullified 
by currency restrictions, quotas, and licenses. If the committee wishes, 
I shall be glad to prepare a list—to the extent of the honest informa- 
tion that I am able to obtain from the foreign countries with which 
we have working agreements—of the various restrictions on specified 
products that are carried out at this time under foreign flags with 
respect to American-made products. But you gentlemen on this com- 
mittee are familiar with the various devices utilized by our friends 
abroad when they find it convenient to exclude our products from 
their markets despite any agreements that may have been made pre- 
viously. I shall not impose upon your time unless you believe that 
it would be to the advantage of this committee to have the listing 
which I suggested in these records. 

I would, however, like to call to your attention some of the condi- 
tions with respect to tariffs, taxes, and licensing status of imports of 
American coal into European countries. As you know, there has 
been some liberalization of import restrictions on American coal in 
several European countries during the past year or so. 

These restrictions were lowered because Europe was and is short of 
its own coal and needs shipments from the United States to supple- 
ment that supply. Europe would have been cold this winter without 
American coal. Europe’s industrial economy could have been severely 
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damaged without American coal. In other words, Europe is buying 
American coal because it needs it very badly—not because of any 
altruistic attitude toward the American coal producer and the Ameri- 
can miner. When and if this country becomes short of fuel then I 
say we should certainly do whatever possible we can to encourage 
importations. Fortunately, there is enough coal here to supply all the 
industrial and domestic needs that may be shifted to our industry for 
years to come. We do not need any foreign residual oil at all—or at 
least we will not need it if importations are cut back and our coal in- 
dustry is given an opportunity to bring itself up to the level at which 
it operated before the deluge from foreign refineries began to inundate 
our shores. With the permission of the chairman, I shall insert into 
the record at this point the listing of countries and their respective 
tariffs, sales taxes, and import licensing status on coal. 

Mr. Mitxs. Without objection, it is so ordered. 

(The matter referred to follows:) 


Tariffs, taxes, and licensing status on imports of coal into European countries 


Tariff Sales tax 





Import licensing status 


BIE, ng ctctcnnttcpaimmireeste LF Ge Bs cictesuicanedean License required. 
DONG ie nck sng sceecn chia’ ee eee ee Licensed on liberal basis, 
Denw@i.:..eni nk Gs i... aad ennktinlie) EA ein. 
BERND. nqneeqocangiigienstheones Biri IE indnanaiihun anne 0. 
CHG on ont estan arenes do....] 4 percent of 6 DM/100 kg. | Licensed on liberal basis. 
(1 DM =$0.24). 
WG a casdit nied ts cdaacaneens do....| 3 percent........-. —p<iinesiinaaie onion but formal license re- 
quired. 
OIC tine seen eeneres de sesan do....| 11.11 percent (not applied | License reqnired. 
under certain conditions.) 
Pramas sa gas dnc] is 80 0 ncn h46- ds bese ch da seneasi enenintawes --..-| Liberalized but formal] license re- 
35 gold escudos/metric ton quired. 
(1 gold escudo=$0 85) 
ee nN iiint Tinie uitmaseaiel Edibles pilin’ antenghtedindiineigan License required. 


9.45 gold pesetas/metric ton 
(1 gold peseta = $0.09) 


Owes cs <2 ce ee des eewien Free._|.......-....-.................| Liberalized but payment may be 
made only in “transit dollars.” 
Switzerland. -- «.-.-.-.-.--.-| .25 Swiss francs/100 kg......-. Liberalized. 


1 Swiss franc/100 kg. 

(1 Swiss frane= $0.23) 
VuodiewOt 2515 5, si Gss ics tace os ee ~oebaninakatachindcn License required. 
United Kingdom.............-..- ii lcircichiepen dipepeithebvntititpndthariabtanaes No license required. Bulk pur- 
chases by Nationa] Coal Board. 


e aeee tn the European Division, Office of Economic Affairs, BFC, Department of Commerce, March 

Mr. Motionan. Mr. Chairman, the people of West Virginia do not 
want the State Department to be given any more power in the negotia- 
tion of trade agreements with other countries. They know—and you 
and I know—that what H. R. 5550 proposes to do is loaded with 
potential danger to a variety of industries. H. R. 5550 should be killed 
right here in this Committee. It should go no further. The State 
Department’s disregard of the welfare of our people would be encour- 
aged if the United States were to have membership in the Organiza- 
tion for Trade Cooperation. Passage of this bill would perpetuate 
policies responsible for the disemployment of thousands of our workers. 
It is in the name of the people of West Virginia that I appeal to this 
Committee for the defeat of this bill. 

I thank you. 

Mr. Mitts. We thank you for your appearance and the information 
you have presented to the committee. 
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Mr. Mottonan. Thank you, Mr. Chairman. 

Mr. Mitts. The next witness is Mr. Reuben Johnson. Will you 
come forward. For the purpose of the record will you please give 
your name, address and the purpose of your appearance? 


STATEMENT OF REUBEN L. JOHNSON, ASSISTANT COORDINATOR 
FOR LEGISLATIVE SERVICE, NATIONAL FARMERS UNION 


Mr. Jonnson. Mr. Chairman and members of the committee, I am 
Reuben Johnson, assistant coordinator for Legislative Service of the 
National Farmers Union. I havea very brief statement. 

Mr. Mirus. You are recognized, Mr. Johnson. 

Mr. Jounson. National Farmers Union has a long history of sup- 
port for various international agreements which would provide for 
expanding our trade in an orderly manner. We have supported in the 
past the International Wheat and Sugar Agreements and negotiation 
of other such agreements for all commodities that enter importantly 
into world trade. We urge renewal and improvement of existing com- 
modity agreements and we continue to support negotiation of similar 
commodity agreements for other agricultural commodities, where 
applicable. 

We have supported United States participation in the General 
Agreement on Tariffs and Trade. In keeping with our interest in 
expanded, orderly trade with the other free nations as evidenced by 
our past support of GATT and commodity agreements, we favor 
enactment of H. R. 5550. 

The basic reason why we have favored the International Commodity 
Agreement is based on the usefulness in settling ahead of occurrence 
the many issues which constantly arise between trading nations, and, 
thus, expand our trade. This same reasoning, it seems to us, applies 
to the Organization for Trade Cooperation. The General Agreement 
on Tariffs and Trade needs the Organization for Trade Cooperation 
to help in day-to-day administration. 

It does not make any sense to us to be a signatory to the General 
Agreement on Tariffs and Trade and withhold our approval for an 
international organization set.up to administer it. To do so would 
be the same as renewing the International Wheat Agreement and re- 
fusing to provide the authority for its operation. 

We believe the Congress has very wisely written into agricultural 
legislation the means to protect United States farmers’ farm income 
protection programs. We do not feel that H. R. 5550 which authorizes 
our participation in OTC precludes the appropriate United States 
agencies from using such means to protect farmers’ farm income pro- 
tection programs. When it is necessary for the United States to take 
action to alter tariffs in order to protect farmers’ farm income protec- 
tion programs, as it has on a number of occasions, when section 22 of 
P. L. 320, 74th Congress, has been invoked, the Organization for Trade 
Cooperation can have positive value by providing a more effective 
forum for acquainting other nations with the basis of United States 
action. 

Mr. Mrits. Does that complete your statement? 

Mr. Jonnson. Mr. Chairman, I have a more lengthy statement 
which deals with some other aspects of agricultural needs and foreign 
economic policy. It is quite a lengthy statement. 
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Mr. Miris. Does it bear directly upon this subject, Mr. Johnson? 

Mr. Jounson. In many of the sabres it discusses it does, Mr. 
Chairman. 

Mr. Mitts. Do you want it included in the record ? 

Mr. Jounson. | would appreciate permission to insert it. 

Mr. Mitzs. Without objection it will be filed at this point in the 
record, 

Mr. Jounson. Thank you. 

(The statement referred to follows :) 


AGRICULTURAL NEEDS AND FOREIGN Economic PoLicy 


ORAL STATEMENT OF JAMES G. PATTON, PRESIDENT, NATIONAL FARMERS UNION, 
BEFORE SUBCOMMITTEE ON FOREIGN ECONOMIC POLICY OF THE JOINT CONGRESSIONAL 
COM MITTEE ON THE ECONOMIC REPORT, NOVEMBER 14, 1955 


Sliding scale economic policies as applied are endangering the peace and driv- 
ing down farm family incomes. Unwarranted sliding scale cuts in United States 
economie assistance to other democratic nations have dangerously slowed down 
free world economic development and reduced United States farm exports. 
Domination of foreign and domestic economic policy by sliding scale advocates 
is turning control of economic affairs over to domestic monopolies and inter- 
national cartels. Domestie prices of farm-produced commodities have been 
driven down. Efforts to bring about establishment of negotiated agencies of 
economic development and trade expansion, with exception of the Reciprocal 
Trade Agreements Act and the International Wheat and Sugar Agreements 
have been rebuffed by the administration. As a result poverty-stricken people 
outside the Iron Curtain have received less rather than more encouragement 
to promote democratic free enterprise. Less rather than more has been done 
to eliminate poverty as a fertile seedbed for expanding Soviet imperialism. 
Moreover, falling United States farm exports caused by sliding scale foreign 
economic policy have been coupled with sliding scale domestic farm income- 
protection policies to drive down farm family income in 1955 by more than one- 
fourth since 1952. 

National Farmers Union urges the complete reversal of these defective slid- 
ing seale policies in foreign and domestic economic policy. There was no good 
reason why this Nation needed to have the recession of 1954. There is no good 
reason why the farmers of this country should now be experiencing a continued 
fall in income and purchasing power. There is no good reason why bicycle and 
watch tariffs should have been raised. There is no good reason why the perma- 
nent peace of the world should be endangered by the continued refusal of the 
United States Government to participate fully in programs of cooperative inter- 
national free world economic growth and price stabilization. 

To reverse the current adverse trends in foreign economic policy, National 
Farmers Union proposes the following actions: 

1. Participation of the United States in establishment of a Free World Eco- 
nomic Development Agency of the type proposed as the United Nations Special 
Fund for Economic Development (SUNFED). What is needed is a vast expan- 
sion of the type of work done by the Export-Import Bank, World Bank and 
the World Monetary Fund, with greater emphasis on economic growth and less 
upon short-term repayment ability. 

2. United States appropriations of economic and technical assistance to other 
democratic nations and for cultural exchange, such as the Fulbright program 
should be greatly expanded with as much as feasible of such aid extended 
through the intrumentalities of the United Nations and the specialized agencies 
such as Food and Agriculture Organization. 

3. Expand the authorizations of the Reciprocal Trade Agreements Act and 
encourage the executive branch to use them more fully. 

4. Enactment of customs simplification law. 

5. Establishment of a trade adjustments aid program to alleviate hardship 
of United States workers, industries, farmers and communities injured by tariff 
and import restriction reductions, including income-protection for family farm 
volume by means of production payments primarily, at 100 percent of parity for 
producers of farm commodities that compete with imports. 
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6. Renewal and improvement of International Wheat and Sugar Agreements 
and negotiation of other such agreements for all commodities that enter im- 
portantly into international trade. 

7. Negotiations and establishment of an international food and raw materials 
reserve or World Food Bank. 

We are convinced that if existing sliding scale foreign economic policy were 
reversed to move in the directions indicated this would in itself further the 
prospects of peace as well as increase the demand for United States farm prod- 
ucts. We are convinced that such foreign economic policies are a basic part 


of an intelligent and desirable full parity family farm income protection program 
that should also include: 


I. Fair Trade For Farmers: 


A. Enactment of mandatory farm income protection for family farm 
production of all commodities at 100 percent of a fair parity, using produc- 
tion payments in workable combinations with price-supporting purchase 
agreements loans and purchases. 

B. Revitalize and expand Federal crop insurance program. 

II. Expanding Human Use And Demand For Farm Commodities: 

A. Expanding full employment economy. 

B. National food allotment or stamp plan. 

C. Expand school lunch program to all schools. 

D. Federal-fianancing of two half-pints of milk per school child per 

day. 

E. Credit program to encourage improvement of terminal markets for 
perishable farm commodities. 

FF’. Better terminal market inspection of perishables. 

G. Provide more nearly adequate nutrition standards for public institu- 
tions. 

III. Keeping Supply Marketed In Balance With Augmented Demand: 

A. Establish conservation acreage reserve. 

B. Revise and extend marketing quotas. 

C. Marketing agreements and orders. 

. Establishment Of A “Yardstick” Family Farm Loan Agency. 


FULL-PARITY FAMILY FARM INCOME PROTECTION PROGRAM—A UNITED STATES FARM, 
FOOD, AND FIBER POLICY THAT MAKES INTERNATIONAL GOOD SENSE 


The existing sliding-scale, farm-price-support philosophy and law of the Federal 
Government seriously interferes with the conduct of an intelligent and desirable 
foreign economic policy. Moreover, the existing foreign economic policy of our 
Nation is neither as intelligent nor as effective as it ought to be and could be if 
less official solicitude were spent to preserve vast monopolist international cartels 
and more concern were exercised for the coordinated economic development of 
democratic nations in the interests of all their citizens. 


Farmers have direct interest in foreign economic policy 


National Farmers Union is a member of the International Federation of Agri- 
cultural Producers, an organization made up of national farm organizations of 
many countries of the free world, As president of National Farmers Union of the 
United States, I am vice president and a member of the executive committee of 
that organization. IFAP, for all of its 10 years, has taken an active interest in 
improved farmlife and increased consumer purchasing power throughout the free 
world in an expanding free economy. 

For many years, also, as president of National Farmers Union, I was a member 
of the public advisory boards of Economic Cooperation Administration, Mutual 
Security Administration, and Foreign Operations Administration. National 
Farmers Union members have served as members of United States delegations to 
all of the early meetings leading up to the establishment of Food and Agriculture 
Organization and of the United Nations and many of their subsequent meetings. 

As a result of this intimate participation in these programs, we in National 
Farmers Union have gained and maintained an active and informed interest in 
all phases of United States foreign economic policy, trade policies, as well as pro- 
grams of technical assistance and economic development. State and national 
officials and staff members of Farmers Union have played active roles in the de- 
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velopment and conduct of our Nation’s foreign trade policies and programs of 
technical assistance and foreign economic development. 

Our participation in these affairs has been grounded upon the direct and mani- 
fest interest in them on the part of Farmers Union members and farmers gen- 
erally, both as citizens and as farmers. 


Farmers’ interest in foreign affairs 


Farmers’ basic interest in foreign affairs, economic and political, is grounded 
upon their deep-seated desire for peace. Farmers are convinced that a permanent 
peace will be easier of attainment in a world where living standards are rising, 
where economic growth rather than stagnation gives a basis for hope to replace 
the feeling of hopelessness generated by generations of chronic poverty. 

Farmers everywhere including American farmers, also, deeply feel the Biblical 
injunction to “Love thy neighbor.” American farmers want farmers all over 
the world and people generally to enjoy and be able to earn a better life and bet- 
ter living. 

Moreover, American farmers know that they themselves can earn better liv- 
ings if people in other nations can earn the purchasing power required to buy 
the commedities we produce. And it is good sense for us to buy from other na- 
tions the things they can produce to a better advantage than we can. Farmers 
in America are benefited by economic growth in other democratic nations as 
well as in our own. 

For those reasons, National Farmers Union has strongly supported all United 
States efforts to promote, encourage, facilitate, and assist economic development 
and growth in the democratic nations of the world. 


Need a democratic world economic union 


We have said that we are convinced that these aims could best be obtained 
by the early establishment of a democratic world economic union, composed of 
nations that would subscribe to the kinds of democratic rights and privileges 
set forth in the United States Constitution and Bill of Rights. Such an eco- 
nomie union of democratic nations, we feel, could develop and operate the eco- 
nomie development and trade promotion programs that would contribute most 
to a rapid integration and growth of free-world economics. 

Until such time as a democratic world economic union can be established and 
put into operation, we are convinced that the policies of the United States, op- 
erating through foreign economic agencies and the United Nations and the spe- 
cialized agencies, such as Food and Agriculture Organization, should be adapted 
to coincide as nearly as possible with the kind of economic program for the free 
world as would be adopted by its representative governing body if such an eco- 
nomic union were in existence. 

We feel that the largest possible proportion of our foreign economic programs 
should be implemented through agencies of the United Nations. Further, we 
are convinced that those parts of these programs that cannot under current 
conditions be best administered through the U. N. should be carried out as fully 
as possible through the voluntary private foreign relief organizations, such as 
CARB, registered for that purpose with Foreign Operations Administration. 
This has two advantages, we feel. First it helps overcome the appearance, 
as well as the actuality, of economic imperialism. Second, we are convinced 
that we can be more fully assured that the people in other nations who need 
our economic help most will be more likely to receive it if such programs are 
administered through private relief organizations than by government to govern- 
ment procedures. 


Why communism will fail 


We should like to invite the attention of the committee members to an article 
in the February 1955 issue of Harpers Magazine entitled “Why Communism 
May Fail.” The essence of the article is that the Soviet system is most likely 
to break up because it refuses to recognize the facts of life about family farm- 
ing. This fact provides a great challenge to America, both domestically and in 
our foreign economic programs. To quote the author of the article, “Perhaps 
the most dangerous enemy of communism is the stoic, passive peasant in East- 
ern Germany, Poland, the Soviet Union itself, China and Northern Viet- 
nam. * * * The passive figure of the peasant, trapped in totalitarianism, is 
joined as a potential mortal enemy of communism by the farmers of the free 
world—notably in the underdeveloped areas and perhaps most notably, at the 
moment, by the awakening of the Indian peasant.” 
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United States should place emphasis on agricultural land reform 


This challenge has been the basis of the deep interest and strong efforts of 
National Farmers Union to insist that a central part of United States foreign 
economic programs should be to promote agricultural land reform in all its 
phases—secure land tenure, adequate farm protection income programs, develop- 
ment of farmers’ purchasing, marketing and service cooperatives, adequate 
family farm credit facilities, organization and growth of free farm organizations, 
and the like. 

The desire of the agricultural producers of the world to become substantial 
family farmers with secure tenure and decent incomes can be a strong moving 
force for expansion of democracy and the basis for a secure peace. 

We feel that agricultural land reform has never been given the important 
place it deserves in our foreign policy. Further, we feel that emphasis upon it 
has been reduced markedly in the last 3 years. We look on this lessening of 
emphasis upon agricultural land reform as an adverse and dangerous development 
in United States foreign economic policy. 

We urge your committee to make a special study of this matter to determine 
the extent to which adequate emphasis is being given to the promising avenues of 
approach to this problem of giving farmers a strong stake in their land and their 
national survival. 

If time permitted, we would cite in detail the examples where successful, 
United States-assisted agricultural land reforms have had most desirable results, 
to mention a few: South Korea, Japan, Iran, the Philippines. We think that 
subsequent events have proved the tragic blunder that the United States made in 
failing to follow a similar policy in Egypt. 

We were deeply concerned that world reaction to the firing of the United 
States agricultural attaché to Japan, who was so vitally associtaed with the 
MacArthur land reform in Japan, would be interpreted as a turning away by our 
Government from agricultural land reform. Subsequent occurrences have not 
fully removed the danger. 


Which way? 


In exercise of its economic world leadership, the United States can take either of 
two routes: the road to scarcity or the road to abundance. 

Faced with the problems of tariffs, low productivity, dollar shortages, embargoes, 
and other problems restricting sale of United States farm products in other 
countries, the United States can take the road of abundance or the road of 
scarcity. 

There are two kind of scarcity roads: 

1. Economic isolation or go it alone, and 
2. Exclusive reliance upon cartel-dominated “free trade.” 


The “go it alone’ road to scarcity and chaos 


The United States can go it alone. American markets for American goods. 
Hold out competing imports; give up foreign markets for United States production. 

The United States farmer would have to shift 50 million acres now producing 
wheat, cotton, tobacco, rice, corn, soybeans. apples, and other commodities into 
production of something else that could te sold in the United States. 

A large segment of United States industrial production would have to shut 
down, lay off workers, reduce consumer demand in the United States for farm 
commodities for lack of raw materials and lack of foreign markets. 

United States farmers’ cost of production and consumers’ cost of living would 
rise owing to our not being able to buy imported goods. 

The entire free world, including United States. production’and living standards 
would be reduced. “Stomach communism”’ in many areas of the world would be 
promoted. A “Fortress America’? would become inevitable. 

If we want this, if we want to “‘go it alone,”’ it can be done with preclusive pro- 
tective embargoes and tariffs against imports; expansion of “buy American’”’ 
policies; refusal to support United States and FAO; and stopping United States 
economic aid to nations of the free world. 


The cartel-dominated road to scarcity and chaos 

The other road to searcity is to rely exclusively upon cartel-dominated,"so- 
called free international] trade. 

We can do this by repealing our tariffs, abolishing our embargoes against com- 
peting imports, such as sugar, wool, feed grains, barley, and dairy products; 
stopping United States economic aid to other countries; abolishing the United 
States Export-Import Bank, the International Wheat Agreement, pulling out of 
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World Bank and International Monetary Fund, refuse to implement reciprocal 
trade agreement, repeal section 22, and the escape clause. 

International trade would then be dominated by international private cartels— 
huge international trade monopolies. Only the farmers and other raw material 
producers of the world would fully “enjoy” the fruits of ‘‘competition.” 

Foreign countries could not be expected to greatly reduce their government 
restrictions on trade and currency exchanges. United States producers would 
be “set free’ in an administered-price market dominated by foreign-government 
regulation and international private cartels. Selling prices received by United 
States producers would be uncertain and artificially low. Buying prices paid by 
United States consumers would be uncertain and artificially high. 

The world price of farm commodities and other raw materials, such as tin, 
rubber, and iron ore, would fluctuate greatly from month to month and year to 
year. This would discourage productive investments and retard free-world 
economic expansion. 

Neither of these scarcity roads is the right road. 


Road to abundance and peace 


The road to abundance is through negotiated international regulation of exe 
panded international exchange of materials—greater international economic 
cooperation and coordination, preferably through international agreements and 
agencies comprised of many nations. 

These include negotiation and establishment of (1) a World Economic Develop- 
ment Agency; (2) additional international commodity agreements such as the 
International Wheat Agreement for each and every raw material that enters 
importantly into international trade; (3) renewal of reciprocal trade agreement; 
(4) ratification of an international] trade agency truly consistent with these 
principles; and (5) the proposed international food and raw materials reserve. 

If these things are done, this would— 

(a) Encourage investments, 

(b) Stabilize markets, 

(c) Promote increased production in all countries, 

(d) Reduce, and ultimately eliminate, famines, chronic undernutrition, low 
living standards, and 

(e) Make possible the use of abundant food supplies to aid in establishment 
in the lesser developed area of the world a system of public school for 
every child. 

Serious gaps now exist in present United States laws and international agree- 
ments. 

There is no provision for international handling of interrelated financial and 
commodity market problems. 

Thus, the United States, with 7 percent of world’s people, 30 percent of world’s 
resources, but 74 percent of world’s manufacturing output, is using up resources 
very rapidly and does not have a stabilized source of supply. 

While, raw-materials-producing nations are still subject to wild “ups and 
downs” in world raw materials markets and monetary exchanges. 

It is our considered and mature opinion that these gaps must be closed. We 
are convinced they can be closed to the great benefit both of the United States and 
all the other democratic free nations of the world. We are also convinced that 
this is the only type of foreign economy that is consistent with an expanding full- 
employment domestic economy, with the attainment of the needs and aspirations 
of United States family farmers, and most conducive to national security. 


Sliding scale farm program a handicap 


The sliding-scale farm price and income policy now being operated by the 
Federal Government is a detriment and a handicap to an intelligent and effective 
foreign economic policy. Exclusive reliance for farm income protection on 
market-price propping not only serves as an artificial suction to draw in unneeded 
imports and thus invites and requires the imposition of tariffs and import quotas. 
The exclusive use of market-price propping of sliding-scale farm price supports may 
also build up in Government ownership a stock of commodities beyond the need 
for an adequate national safety reserve. When this happens and such stocks are 
put into a special set-aside as has been done, for special foreign disposition of the 
dumping variety instead of being insulated as should have been done, these stocks 
become a burden on and threat to trade and economic development all over the 
free world. 

We are convinced that our domestic farm income-protection program can and 


should be made fully consistent with the internationally planned abundance type 
of foreign economic policy. 
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The full-parity family farm income protection program, the adoption of which 
is urged by National Farmers Union, is of this nature. 


FULL-PARITY FAMILY FARM INCOME PROTECTION PROGRAM 


The following is a brief outline of the major phases of the full-parity family 
farm income protection program that we feel is fully consistent with a desirable 
foreign economic policy. 

I. Fair trade for farmers: 

A. Enactment of mandatory income protection for family farm production 
of all farm commodities at 100 percent of a fair parity, using production 
— as well as loans, purchase agreements, and purchases as methods 

support. 

B. vitalize and expand Federal crop insurance program. 

II. Expanding human use and demand for farm commodities: 

A. Domestic consumption expansion. 

B. Expanded exports. 

III. Keeping supply marketing in balance with augmented demand: 

A. Establish conservation acreage reserve. 

B. Revise and extend marketing quotas. 

C. Marketing agreements and orders. 

IV. Establishment of a “‘yardstick’”’ family farm loan agency. 


Fair trade for farmers 


Almost all family farms today are commercial farms. They must buy a very 
large part of the machinery, and supplies used for farm operation and for modern 
family living, about 89 percent, as an average. They sell a very large part of 
what they produce, nneenenng over 90 percent. The terms they trade on makes a 
big difference in the standard of living the family is able to earn. 

he prices of things th t farmers buy, both produ tion and family living items, 
are retail prices like the prices all consumers pay. These retail prices, and the 
wholesale prices behind them, are administered prices—prices set by manufac- 
turers, money-market bankers, railroad companies, and others, on the basis of 
their ability to withhold supply to maintain the set price. Experience has shown 


that these open paid by farmers and consumers rise fast enough in periods of 


inflation. owever, experience has also shown that the prices paid by farmers for 
things and services they must buy from nonfarmers do not drop very much even in 
periods of economic stagnation. This is because manufacturers and the others 
— by tariffs and corporation laws and Government commissions, can hold 

own production and maintain price partly because of the small number of firms 
in each industry. They can do so profitably because overhead fixed costs are a 
small proportion of total costs, thus enabling them to make large cuts in costs as 
a result of reduced production. 

On the other hand, there about 3% million farmers selling in competition 
with each other. None of them controls a significantly large enough re of 
the total market to raise prices received by withholding supplies from the market. 
Nor have they been able successfully to band together voluntarily todoso. More- 
over, unlike the industrialists, a farmer’s fixed costs are a very high proportion 
of total costs. He cannot reduce costs much by curtailing production. Operating 
alone the only out for the individual farmer is to produce more as long as he can 
to raise gross income by increasing volume of sales. In competing with each other 
to do so in the past year by obtaining more land, farmers have bid up land values 
in the face of falling income. The increased supply resulting from 3 million 
farmers each doing this causes a very large drop in ae received by farmers. 
The nature of demand for food and clothing is such that a small percentage 
increase in supply or decrease in demand will cause a six-times greater percentage 
drop in prices received by farmers. 

Coupled with these adverse terms of trade for farmers is the tendency for 
improved farm technology to cause farm production to increase faster than 
population and improving diets even if special governmental consumption- 
expanding measures are put into effect. 

e net result of farmers’ adverse terms of trade is chronic farm economic 
depression when farmers are not protected from the forces of the so-called free 
market. The indication of recent history is that even in a relatively full Sar ae 
ment economy farm family incomes will drop continuously about 5 percent per 
year in the absence of fully adequate specific governmental farm income protec- 
tion programs. This drop will continue until such time as farm families exhaust 
a substantial portion of their assets and net worth, until they are living in utter 
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poverty and have worn out their capital equipment and exhausted their soild 
and water resources. History as well as current statistical estimates indicates 
the bottom of the free market sliding scale is a parity ratio somewhere between 
50 and 60 percent of parity. 

Experience has shown the only solid protection available to even up farmer 
bargaining power and the only way that farmers can obtain fair terms of trade is 
to make use of programs of the Federal Government: To increase demand and 
markets through direct action programs; to establish farm parity income program 
to protect farm income against adverse terms of trade; and to enable farmers to 
keep the volume of marketed farm products in reasonable balance with aug- 
mented demand. 


Income protection for farmers 


National Farmers Union continues to urge the enactment of laws requiring 
the Government to use production payments and price support loans, purchase 
agreements and purchases in workable combinations to maintian the returns per 
unit of commodity of the family farm production of all farm-produced commod- 
ities at 100 percent of a fair parity. 

Parity.—Parity for any farm commodity should be figured as the return per 
unit of the commodity that would give farm families who produce it an opportunity 
to earn the equivalent income and purchasing power that can be earned by people 
in other occupations in an expanding full employment economy. 

Family farm volume protected—lIndividual farm family would be eligible to 
obtain payments and price support protection on their sales only up to the maxi- 
mum size of a family farm. 

Methods of support.—Price-supporting Government purchases of commodities 
would be used only where required to relieve temporary seasonal market gluts 
and where either the commodity can be economically stored from year to year 
or where noncommercial outlets are in sight for the commodities purchased. 
Price supporting purchase agreements and nonrecourse price support loans would 
be used to even out seasonal patterns in prices, prevent gluts at harvest time, 
and to maintain orderly marketing and market stability. Price-supporting 
Government purchases would also be used where needed to develop and maintain 
the Nation’s safety-reserve, strategic stockpile or evernormal] storehouse of food 
and fiber commodities. But primary reliance for farm income support would be 
placed upon use of compensatory production payments direct to farmers to make 
up the margin by which market prices received by producers of that commodity 
were below the parity level for that commodity. 

Crop and livestock insurance-—Farm commodity income support programs pro- 
tect against, unfair economic hazards resulting from their weak bargaining power 
in the market. They do not help at all in case the crop is a failure because of 
drought, flood, insects, or other natural disaster or there are livestock losses from 
natural causes. 

To fill this need, National Farmers Union urged adoption and rapid expansion 
of the Federal crop insurance program. Its provisions should be expanded to 
farm livestock. The fundamental idea of this program is that Americans never 
do sit idly by as their neighbors in another part of the country are subjeeted to 
great loss and destruction due to natural eauses. Billions of dollars of relief 
funds in past years have been expended to overcome the suffering due to drought 
and such after they happened. The idea of crop insurance is that the people in 
the Nation by paying the administrative and experimental costs of such a program 
enable farmers through the annual payment of premiums to insure themselves 
against the income loss due to natural hazards, and thus reduce the future need 
for special ‘‘disaster relief’? expenditures. 


Expanding full employment economy 


National Farmers Union was one of the original sponsors of the Employment 
Act of 1946. We are convinced the domestic market demand for farm products 
resulting from increasing farm productivity can be maintained onlv in an expand- 
ing full employment economy. The economic history of the Nation shows that 
over the 45 years, for which statistical data are available, farm family incomes fall 
in any year when the total national economy grows by less than 10 percent above 
the previous year. Except in years when total national economic growth is 
10 percent or more per year, the terms of trade are against farmers for the reasons 
discussed in the previous section. 

Therefore, National Farmers Union continues to support all policies and pro- 
grams such as: interest rate reduction; increased personal income tax exemptions, 
expanded school, hospital, highways, hydroelectric and irrigation dam construc- 
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tion and other public works; higher minimum wages; more nearly adequate social 
security protection for unemployed, disabled and retired citizens; and protection 
or rights of organization and collective bargaining of those who work for employers. 
With a national annual economic growth rate of about 6 percent, industrial 
unemployment would be reduced to a fractional minimum and consumers pur- 
chasing power for farm and other products would be at a maximum consistent 
with a stabilized price level. This would mean that increasing demand for farm 
roducts would lack only about 1 percent per year in keeping up with increasing 
| she productivity and net farm income would drop only 3 percent per year. 
Recognizing that economic growth as rapid as 10 percent a year might bring 
inflation yet knowing that a slower growth rate means falling farm income, 
National Farmers Union continues to urge adoption of special governmental 
consumption-expanding programs and a fully adequate farm income-protection 
program as well as maintenance of a national economic growth rate of 6 percent 
per year. 
Expanding domestic consumption and market demand 


Effective advertising and merchandising of farm-produced commodities are of 
some value in expanding domestic markets for farm products. But they cannot 
be relied upon to bring about ate very large expansion in the total United States 
demand for all food and fiber. The Nation’s leading economists are agreed that 
the only way to very greatly increase consumer demand for food and fiber is 
through increased purchasing power of groups of consumers that do not now have 
sufficient buying power to buy the food and clothing they need and want. 

Special consumption expanding programs.—The largest untapped market for 
farm products is made up of the unemployed, the dependent widows and children, 
permanently handicapped, and disabled, the aged, and other low-income con- 
sumers. These people, with incomes from private and governmental sources of 
less than $1,000 per person per year, simply do not have enough purchasing power 
to maintain all the needs of life and still spend as much for food and clothing as 
they want and need for adequate standards. These people want to buy more. 
They will eae commodities provided through direct Government distribution, 
but they would prefer to be able to buy them at regular stores like anybody else. 

To make this possible, and bring about a vast increase in United States con- 
sumption of food commodities, National Farmers Union continues to urge: 


Adoption of a nation wide food allotment stamp plan; 

Expansion to all schools of the national sehodl-taneh program now serving 
less than one-third of the schools; 

Improvement and expansion of the fluid milk for schoolchildren program to 
provide free at least 2 half-pints of milk per child per day and pay local 
school district administrative costs; 

Adoption of improved Federal standards and inspection of perishable farm 
commodities in terminal, as well as shipping, markets with adequate Federal 
financing; 

Adequate nutrition standards for the Armed Forces and veterans’ hospitals, 
penal institutions, hospitals, and other public and private nonprofit agencies 
by means of commodity donation or food subsidies; and 

Adoption of a credit program to encourage modernization and improve- 
ment of perishable farm commodity terminal markets. 

Adequately financed, the programs listed on the preceding page would keep 
consumer demand in a full employment economy increasing as rapidly in the 
next few years as farm production. 


Expandina joreign consumption and market demand for United States farm com- 
iti 


Many United States produced farm commodities, up to 10 percent of total 
roduction, must in normal years find a market outside our national boundaries. 
This market can and should be expanded. Additional agricultural attachés and 
improved advertising and merchandising will help some. But just as in the case 
of the domestic market, the really big increases in market demand for United 
States produced farm commodities can come only from increased purchasing power 
in foreign countries, or from United States Government purchases designed for 
foreign shipment. We are convinced that this total can be raised from the current 
annual export sales of about $3 billion to at least $4.5 billion by the combined 
and coordinated use by our Nation of the following (and we will be protecting our 
farmers at the same time, by intelligent methods, rather than restrictive ones, 
against the ill effects of imports that compete with United States farm products): 
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Negotiation and establishment of additional international commodity 
agreements for all raw materials that enter importantly into international 
trade, similar to the International Wheat Agreement, which will bring into 
agreement all of the importing nations as well as all of the exporting nations 
for each commodity; 

Negotiation and establishment of an International Food and Raw Materials 
Reserve or Clearing House, to stabilize supplies, relieve famines, and stabilize 
prices of all food and other raw material commodities that enter importantly 
in international trade; 

Expand the authorizations of the Agricultural Trade Development and 
Assistance Act to provide for $1.3 billion per year of donations and sales for 
soft currencies of United States farm commodities instead of the $600 million 
per year now authorized and expand the purposes for which donated com- 
modities and loans of soft currency may be used to include establishment 
and operation of systems of universal free general and vocational education 
in nations of the free world where such do not now exist; 

Continuation and intelligent expansion of the point 4 program of United 
States aid to economic development of other free nations in a way that will 
increase coordinated economic growth of the nations of the free world: 

Continuation of the reciprocal trade agreements providing for worldwide 
tariff reductions and customs simplification: 

Inauguration of full parity compensatory production payment methods as 
primary reliance in supporting farmers’ returns on farm commodities some 
of the supply of which are either imported or exported, as part of a nation- 
wide program of trade adjustment aids to United States industries, communi- 
ties, workers and farmers injured by tariff reductions and elimination of 
import quotas. 


International Food and Raw Materials Reserve 


Probably the most persistent, most disturbing and most perplexing of modern 
economic problems is the human suffering and relative stagnation enforced upon 
producers of raw materials by the extreme ups and downs in the prices of raw 
materials and consequently in their realized and expected incomes. The problem 
is serious in all the more highly developed nations. It is even more seriously 
present and damaging in the lesser developed nations. 

Wide swings in raw material prices present prospective investors in raw material 
development, whether persons, firms or states, with a very large range of variation 
in expectations as to returns that can be earned by opening up and developing 
an augmented raw material supply. This condition is one of great risks where 
at any moment not only might part of the investment be rendered valueless but 
earnable returns may even fail to cover day to day operating costs and the entire 
enterprise will have to be shut down with attendant loss of income and human 
suffering, 

Faced with such great uncertainty in expectations both states and individuals 
are hesitant to open up or expand enterprises that are currently profitable but 
which may at any time dip drastically below the break-even line through no 
fault of the enterprise management itself. The multiplication of this kind of 
situation throughout farming and all other raw materials industries puts a very 
severe damper upon the rate of economic development in these industries. 

This slowing down of the rate of expansion in raw material industries not only 
reduces the supply of such materials to meet human needs and to fuel manufac- 
turing and other secondary industries, it also holds down the purchasing power 
of persons and firms on the raw materials sector and thus cuts down on sales, 
scale of operation, and consequently of income and purchasing power of the 
industrial and service segments of the economy. Consequently, the entire econ- 
omy idles along at a lower rate of production and expansion than should or needs 
to be the ease. In the more highly industrialized nations the symptoms are seen 
in chronically depressed industries like farming and coal mining in the United 
States. Among the lesser industrialized nations, a drop in raw material prices 
can bring an entire nation dangerously close to bankruptey and can directly 
cause a widespread drop in personal income and standards of living of the entire 
population. 

It is only natural that the economie segments and nations involved in these 
debilitating circumstances would take evasion and protective action just as an 
intelligent bomber pilot takes evasive action from destructive antiaircraft fire. 

Such protective or evasive action when taken unilaterally by different nations 
help to solve the problems caused by fluctuating raw material prices only at the 
cost of reducing the magnitude of international exchange of commodities and thus 
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results in the loss by each and all nations of the advantages of specialization. 
Everybody in all nations has less real income and a lower standard of living than 
they might otherwise be able to attain. 

Through the administrative machinery of an International Food and Raw 
Materials Reserve, the stabilized prices of each different raw material that enters 
importantly into international trade would be negotiated and agreed upon. The 
Reserve would thereafter stand ready at all times to buy any raw material com- 
modity offered it at the agreed upon stabilized price and would stand ready to sell 
such commodities at the agreed upon stabilized price. 

The industry of advanced nations is chewing up basic resources at a tremendous 
and rising rate. For example, the United States which has 7 percent of the world’s 
population and 30 percent of the world’s natural resources account for 70 percent 
of the world’s manufactured goods. The United States is using up its resources 
base at a very rapid rate and very much faster than the rest of the world. To be 
secure in our rising living standards and to retain the resource base for an expand- 
ing economy, we must assure ourselves a stabilized source of supply of the raw 
materials for our manufacturing industry. The same situation is true in other 
industrial nations such as the United Kingdom, France, Germany, and Japan. 
The thought-provoking details for difference commodities were thoroughly con- 
sidered in the Paley report of several years ago. 

Highly industralized nations could depend entirely upon private industrial 
concerns to make long term contracts with raw material producers in other lands. 
And, this should be done. But, it can only be successfully and securely accom- 
plished under the protection and encouragement by governments and inter- 
national economic accords. 

These latter conceivably could be done exclusively through bilateral arrange- 
ments between the United States and foreign nations; one nation at a time, one 
commodity at atime. However, no supplier, private enterprise or state, wants to 
become dependent exclusively on one buyer; nor does any importing nation or 
industrialist want to become dependent upon only one seller. 

Through the International Food and Raw Materials Reserve, exporting na- 
tions can obtain assured long-term stabilized markets and importing nations can 
obtain an assured long-term ample supply at stabilized prices of imports on terms 
that will not injure domestic producers who must sell their commodities in com- 
petition with imports. 

The International Food and Raw Materials Reserve would operate in coordina- 
tion with the International Monetary Fund and the World Bank. Many of the 
national restrictions we now have that hold down greater international exchange of 
commodities is the desire of nations to preserve their monetary position in dif- 
ferent currencies particularly dollars and pounds sterling. The International Food 
and Raw Materials Reserve would completely eliminate this problem by operating 


in terms of all currencies on the basis of internationally agreed upon official ex- 
change rates. 


Permanent Peace Depends on International Institutions That Will Promote More 
Rapid Economic Growth 


The International Food and Raw Materials Resolution has been before 
Congress for 3 years. The concepts involved in the resolution have their roots in 
the still-unsolved problems of extreme human need, starvation, economic stagna- 
tion, and poverty throughout the world in the midst of surpluses of raw materials 
that cannot be sold at prices that will return an adequate stable income to 
producers. 

The genesis of the ideas are found in the efforts of National Farmers Union of 
the United States to work out a solution to the farmer’s income problem. Recom- 
mendations presented nearly 10 years ago to the International Federation of 
Agricultural Producers by National Farmers Union representatives were fully 
considered and favorably acted upon by this international private farm organiza- 
ean among whose members are all the national farm organizations of the United 

tates. 

The International Food and Raw Materials Resolution does not itself establish 
an international agency. The resolution merely calls upon the President to 
undertake negotiations with other nations to that end. Any agreements reached 
would, of course, be subject to review and ratification by the Senate of the United 
States and appropriation of any needed capital and other funds would have to be 
fully considered by both Houses. 

The International Food and Raw Materials Reserve will help solve many of our 
Nation’s most difficult problems of both domestic and foreign policy. It will 
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make a major contribution toward permanent peace by facilitating a more rapid 
rate of economic expansion. Its operation will stabilize world raw material 
markets. It will put abundant production to work. 


The road to abundance—international cooperation and planning 


The proposal for the establishment of an International Raw Materials Reserve 
to cover petroleum, iron ore, tin, rubber, and other raw materials, as well as food 
and fiber, is not new. An International Food Reserve resolution was introduced 
in 1953 by Senator Murray and 23 other Senators and by Congressman Metcalf. 

A World Food Board idea was proposed immediately after World War II by 
Lord John Boyd Orr, first Director General of Food and Agriculture Organization. 

An International Commodity Clearance House was proposed by Committee of 
Experts of FAO and IFAP, but was never ratified by the Governments. 

In 1954, the International Federation of Agricultural Producers meeting in 
Nairobi, Kenya, made the following policy declaration (the eighth in as many 
years): 

“TIntergovernmentally agreed rules be adopted by the countries concerned 
regarding principles to be followed in the disposal of surplus stocks in the world 
markets so that they interfere as litile as possible with normal production and 
trade, and that effective intergovernmental machinery be established for con- 
sultative purposes. 

“The matter of a world food reserve should be kept under active consideration 
and to that end, the committee recommends that the secretariat prepare a study 
indicating the nature of the machinery needed to implement the plan and the 
obstacles that have stood in the way of attainment of this objective and giving 
all possible suggestions as to how such obstacles might be overcome.” 


International commodity agreements 


The International Food and Raw Materials Reserve should be buttressed and 
coupled with additional international commodity agreements similar to the In- 
ternational Wheat Agreement. 

At its 1954 meeting, the International Federation of Agricultural Producers 
said in its policy statement: 

“IFAP reaffirms its faith in intergovernmental commodity agreements as a 
means of bringing about greater stability in the prices of major commodities 
moving in world commerce and will assist in creating a better public understand- 
ing of the underlying philosophy of such agreements as an important means of 
stabilizing trade.” 

The United States is already embarked upon a small and timid program to 
make use of abundant United States farm production to further the aims of the 
United States foreign policy on a unilateral and bilateral basis through: 

(a) Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480) which provides for sales for soft currencies up to $1.5 billion and 
donations up to $300 million; these authorizations should, of course, be 
expanded. 

(b) Title I, Agricultural Act of 1954 (Public Law 690) provides for foreign 
sale and donation of up to $234 billion set-aside of CCC stocks. 

(c) ‘‘Farm Product Sales’? Amendment to Mutual Security (Foreign Aid) 
Act provides for sales up to $350 million in this fiscal year 

(d) Section 416 of the Agricultural Act of 1954, as amended in 1954, 
authorizes CCC to sell stocks at “competitive world prices and pay re- 
packaging costs and transportation from present location to shipping 
port.” 

(e) Section 32, enacted in 1938, allows up to 30 percent of tariff revenues to 
finance foreign sales of United States farm products. 

This program has an excellent aim. The major trouble with it is that which 
has already been revealed by the extreme slowness with which the program was 
put into operation. In actual practice, even this unilateral United States pro- 
gram can be carried out only by international negotiation, seldom bilateral but 
usually requiring consideration for side-effect upon third and fourth parties. 
How much better if an international institution were available to operate this 
essentially good program. 


Need for economic growth of democratic nations 


Half the world’s people have just about enough food for minimum subsistence—- 
barely enough to prevent starvation—-but not enough for health by any decent 
standard. Only one-third of the world population has enough food of the right 
kind to be well nourished. 
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The average life expectaney in India is only 27 compared to United States 
figure of 68. 

In India, 123 of each 1,000 babies born die in their first vear. In the United 
States the figure is only 29 per 1,000. In Iraq and Egypt, only 600 of each 1,000 
babies that are born live to be 5 years old. 

To bring the average world textile consumption per person up to only one- 
half the United States average of 38 pounds per year, would require an increase in 
world production of cotton and other fibers of almost 90 percent. 

Population increase in the last 15 years has outrun increase in food and fiber 
production in the world as a whole and in many different countries of the world, 
particularly in Southeast Asia, Southeast Europe, Northern Africa, Germany 
and Austria. 

To be safe, nutritionally, over a long period, requires about 1,900 calories a day 
with some protein from animal sources in warmer tropical climates; and 2,200 
calories a day in cooler areas, such as the United States. In all the world, except 
a handful of countries in Western Europe, North and South America, Australia 
and New Zealand, the people on the average live at or very near this breakover 
point. Since some people in every country live very well indeed, considerably 
more than half of the population live below safe nutritional levels most of their 
lives. 

The real answer to the problem of unbalance between productive capacity and 
effective demand must be found on the side of demand. People have almost 
unlimited wants—which unfortunately do not always meet with a corresponding 
purchasing power—for better food, better housing, better clothing, better educa- 
tional facilities, and for a vast array of various kinds of manufactured goods. 
There could be an ever expanding circle of the distribution of these things as 
opportunity is increased. 

The underdeveloped countries may be divided into two classes—those which 
have large natural resources but small populations and those which have large 
populations in comparison with their resources of raw materials. The former 
a5 ey in Africa, the Middle East and Latin America. The latter are largely 
In Asia. 

In the countries of small populations and large resources the problem is mainly 
one of securing outside capital for development, although there is also the problem 
of raising the level of technical skills of the native population. 

It is, however, the problem of economic growth of heavily populated under- 
developed countries with relatively limited natural resources that is most difficult 
of solution. It is in these countries where will be found the vast number of under- 
clothed and undernourished people who could, through economic development, 
earn the means of payment to absorb enormous quantities of food and fiber. 

These countries need technical assistance and capital if their standards of living 
and purchasing power are to be substantially raised. It is recognized that, in 
respect to both technical assistance and capital, agricultural development will 
receive important consideration, for agricultural development must go hand in 
hand with industrial development if the necessary expansion in consumer purchas- 
ing power is to be achieved. 

So far as technical assistance is concerned, some progress has already been 
made through international and national agencies; but much more needs to be 
done. The problem of capital for development is much more difficult but equally 
important in this class of country. 


United States food to eliminate world illiteracy 


All of the so-called surplus United States food and fiber production would be 
but a drop in the bucket, if the democratic nations should agree to use food to 
finance and make possible the complete elimination of illiteracy by means of 
nationwide systems of free public schools, including vocational education, for 
every child. 

The average per person real income in the United States is upwards of $1,900 
per year. This level is approached only by such countries as Switzerland, Canada, 
Australia, New Zealand, and Sweden. Real income per person in England 
half that of the United States; French per person income two-thirds that of 
England; and Italian is only two-thirds of French. 
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In most of the rest of the world, income and standards of living are very low, 
averaging $125 per person per year in South and Central America, $75 per person 
in Africa and Middle East, and $40 per person per year in Asiatic countries. 

The United States has 7 percent of the world’s people, and 50 percent of the 
world’s income. United States produces one-half of the world’s radios, three- 
fourths of its telephones, four-fifths of its automobiles, one-half of the world’s 
power. In all, United States produces each year 70 percent of the world’s manu- 
factured products. 

Similar figures for the continents of the world are: 
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Why United States must act 


If history teaches anything it is that situations of this kind cannot long endure. 
History has a way of removing barriers and evening off such extremes of economic 
opportunity. Usually this is brought about when the barbarians storm the walls 
of ancient Rome and burn and sack the city. This pulls down everybody to the 
lowest level. 

It behooves the United States and other industrialized nations to see that the 
evening-up comes about by expanding economic opportunities in other nations; 
not through forced reduction of standards in nations with higher incomes. 

About a third of the world’s people live in the United States, Western Europe 
and other democratic nations that are relatively well developed and have fairly 
high incomes and living standards; another third live in countries behind the so- 
called Iron Curtain dominated by Soviet Russia and its policy-state system of 
control, 

The remaining third of the world’s people—about 900 million of them—live in 
nations that have not yet made up their minds about democracy. These are 
the people of South and Central America, Southeast Asia, Africa, and the Middle 
East. Here “stomach communism” holds out a glittering lure with its false 
promises of enough to eat. 

These nations have not attained the economic development and higher living 
standards easily possible with modern technology and organization. Extreme 
poverty is the rule. 

The United States must intensify its efforts to assist in the development of a 
coordinated program of aid to relieve hunger and suffering, and to promote ex- 
pansion and strengthening of the national economies of the democratic nations in 
ways that will not destroy the principle of self-determination of peoples. The 
United’ States should help these nations to develop economic conditions that will— 

(a) Create an international community of economic effort for common 
purposes, avoiding the extremes of either forcing unwanted policies on others 
as a condition of our help, or of undertaking action ourselves in the absence 
of appropriate efforts in the countries that participate; 

(b) Promote material well-being and allow employment, production, trade, 
and investment in ways that will enrich human life and eliminate economic 
weaknesses that threaten political stability and inevitable totalitarian 
imperialism; 

(c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living, in ways which will operate so that 
economic gains are distributed equitably within countries; and 

(d) Attract peoples and governments toward the democratic system of 
political freedom. 

To attain these objectives we support continued international economic nego- 
tiation; increased United States contributions to the specialized agencies such as 
the Food and Agriculture Organization, and expansion of United States foreign 
economic assistance, and of the program by which our advanced technological 
knowledge is made available to other nations to assist them to increase the 
efficiency of production and marketing and to improve their agricultural land 
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tenure systems, eliminate colonialism, and reform their economic and social struc- 
tures. 

The operations of an international food and raw materials reserve would 
generate the purchasing power and stabilize international markets in a manner 
that would greatly facilitate more rapid economic development in the free world. 

An international food and raw materials reserve would greatly strengthen the 
operations of our point 4 laws. 

The Mutual Security Authorization and Appropriation Acts provide a small 
amount of United States funds (about $1.5 billion) for loans and grants to other 
nations, to facilitate economic development and expansion and a limited amount 
of funds (about $200 million) to send United States experts to foreign countries 
to provide technical assistance or know-how. 

The United States appropriations to FAO and other specialized U. N. agencies 
and limited United States contribution to expanded technical assistance program 
of the U. N. should, of course, be renewed. 

With an operating food and raw materials reserve, these funds would go a lot 
further, because first, they would be augmented by the loans available from sale 
of buffer stocks. The stabilized international markets would greatly reduce 
the risks of price fluctuations and thus raise expectations sufficiently to really 
speed up investment in resource development. 

The appropriation for this work has been greatly reduced since 1952. Civilian 
programs have been submerged and intermingled with large military aid programs. 

Emphasis has been centered on engineering and production techniques and 
largely shifted away from institutional reform, except that in 1954 the program to 
help develop labor unions in other countries was reactivated in the summer of 
1954 after having been allowed to lapse for a year. 

Attention to organization and development of farmer cooperatives and farm 
credit agencies has been continued but at a reduced scope ork on land-tentire 
improvement and setting up free private farm sveguiensionn has largely been 
curtailed o~ eliminated. 

Our Nation must recapture leadership in this vital field. We need to enlist the 
cooperation of other economically strong nations, preferably under auspices of 
international organizations. 

The proposed international food and raw materials reserve is a necessary sup- 
pices to the technical assistance programs of the United Nations, the World 

ank and other specialized agencies. 


Other measures 


In addition to restoring a larger scope to our point 4 programs and establishing 
an international food and raw materials reserve or World Food Bank, National 
Farmers Union urges: 

Renewal of the International Wheat Agreement and negotiation of an improved 
International Sugar Agreement and additional international commodity agree- 
ments for all commodities that enter importantly into international trade. Such 
agreements should include net-importing as well as net-exporting nations, and the 
— arrangements should be based upon an international-parity or general-price 

ex 

Expansion and renewal of Agricultural Trade Development and Assistance 
Act, to increase scope of program and expand authorization to include establish- 
ment or systems of universal free education in nations that do not have them. 

Make greater use of the authorities provided in the Reciprocal Trade Agree- 
ments Act. 

Enact a customs simplification law, and enact legislation to establish a program 
of trade-adjustment aids to United States industries, workers, communities, and 
farmers injured by reductions in tariffs and import restrictions. This can be 
accomplished with respect to farmers by legislation to provide 100 percent of 
parity income protection primarily by means of production payments. Such 
action would entail expansion of this type program to include milk and its products 
and other farm commodities provided in the United States and sold in competition 
with imports, as well as wool and sugar for which partially adequate payment 
programs are in operation. 


Mr. Mitts. Are there any questions? 
Mr. Simpson of Pennsylvania will i inquire. 


Mr. Smvpson. Mr. Johnson, do you view the passage“of H. R. 5550 
as congressional endorsement of GATT? 
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Mr. Jounson. Mr. Simpson, it would seem, as I have pointed out, 
that there is a need for an organization to make it possible to make 
GATT work effectively. I suppose that in a sense enactment of H. R. 
5550: would mean that the Congress recognized that better adminis- 
tration of GATT is needed if we are to have an effective mechanism 
for settling some of our tariff problems. It would, in a sense, be giving 
approval to the direction that GATT has taken. 

Mr. Stmpson. Do I understand you to say that passage of H. R. 
5550 would be an endorsement of GATT? 

Mr. Jounson. I suppose the answer to that would be “Yes.” How- 
ever I understand this hearing to be in regard to whether or not we 
want to join the OTC. 

Mr. Stimpson. You don’t object to the committee looking behind 
it and seeing if there is any other purpose or meaning to be properly 
read into it? I need your help. I contend it is an endorsement of 
GATT. I would like to know your position on that question. 

Mr. Jonnson. We endorse the General Agreement on Tariffs and 
Trade. We have been in favor of this agreement. I suppose it is an 
— on the part of the Congress of the principles behind 

Mr. Stupson. You recall that last year when we passed H. R. 1, 
Congress wrote into the bill a proviso intended to mean that we, the 
Congress, neither approved nor objected to GATT. Do you 
recall that? 

Mr. Jounson. Mr. Simpson, I am not familiar with all of the his- 
tory which went into the congressional action which involves the 
General Agreement on Tariffs and Trade. 

Mr. Simpson. You recall the fact that in one of the major provi- 
sions of that bill there was a proviso to the effect that congressional 
action passing H. R. 1 was not to be interpreted as an endorsement 
or condemnation of GATT? 

Mr. Jounson. I have heard that mentioned, yes. 

Mr. Stmpson. Would you believe that such a provision should be 
put in here to make certain that this would not be construed as an 
endorsement of GATT? 

Mr. Jonnson. I think that that is not necessary. The Congress is 
asked in H. R. 5550 to approve OTC. I would think it would handi- 
cap the operation of GATT if the Congress of the United States 
didn’t take action favoring OTC. 

Mr. Simpson. Mr. Johnson, do you know of any authority the 
Government needs today to administer GATT which it doesn’t 
now have? 

Mr. Jonnson. Mr. Simpson, I understand that they do need author- 
ity, and that is the reason why this bill has been introduced. 

Mr. Srmpson. I only ask you and I do ask you because I have 
asked many Government representatives, and not one of them has 
told me a single instance in which they need authority which they 
don’t claim to have today. 

Mr. Jonnson. Of course this is a matter Government witnesses 
would be more familiar with than I am, but it appears to me they 
would not have taken action to get Congress to consider H. R. 5550 
if pr felt that they had all the authority they needed to put the OTC 
into effect. 
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Mr. Simpson. Let me ask you, do you know of any additional au- 
thority needed which the Government does not claim to have today? 
Do you know of your own information? 

Mr. Jounson. Mr. Simpson, you are trying to get me to say some- 
thing here that I am not quite sure I ought tosay. I refer back again 
to the fact that I don’t think that Government officials would have 
come before this committee and attempted to get some action on H. R. 
5550 if they thought they had the necessary authority. 

Mr. Simpson. Mr. Johnson, you unequivocally state “The General 
Agreement on Tariffs and Trade needs the Organization for Trade 
Cooperation to help in its day-to-day administration.”” No one has 
pointed out where it needs it and I want you to tell me. 

Mr. Jounson. Mr. Simpson, if we are going to operate under the 
General Agreement on Tariffs and Trade, it seems to me that we are 
going to have to have some permanent organization to handle the 
day-to-day administrative problems. The General Agreement on 
Tariffs and Trade documents are quite lengthy. I understand there 
are about 3,000 pages in the document dealing with various tariff 
rates and with the so-called trade rules. This is a very complex 
operation. I cannot see how we can operate GATT effectively if we 
are going to continue to try to do it on a part-time basis. 

Mr. Stmpson. The Department tells us today they have the 
authority to do so. GATT has been operating for 7 or 8 years. 

Mr. Jonnson. It is my understanding that OTC has already been 
established as a result of meetings in Geneva. Is that correct? 

Mr. Stmpson. It has been established. 

Mr. Jounson. Then an OTC has been, in effect, set up. 

Mr. Simpson. There has been an agreement written which the 
countries of GATT are required to adopt. There are 35 countries, and 
in very round numbers I think not more than five have acted at all. 
Without us OTC would fail. I don’t mean GATT would fail. I mean 
OTC would fail. But the members of GATT would proceed on the 
basis of the authority that they now claim they have. That is my 
whole point. Namely, is this merely an attempt to get congressional 
endorsement and approval of GATT? 

Thank you. 

Mr. Mitts. Further questions? 

Mr. Mason of Illinois will inquire. 

Mr. Mason. Your first statement that your Farmers Union has 
a long history of support for the reciprocal trade agreements because 
they provide for expanding our trade in an orderly manner. The 
fact of the matter is that the reciprocal trade agreements have been 
in effect for 20 long years and they haven’t expanded our trade. 
They have actually been part of the reason for contracting our forei 
trade. We have lost half our cotton exports during that time, partly 
because of the reciprocal Trade Agreements Act. 

Then you have another statement down here. “It doesn’t make 
any sense to us to be a signatory to the General Agreement on Tariffs 
and Trade and withhold our approval for an international organiza- 
tion set up to administer it.” 

The fact of the matter is we are not a signatory to the general 
agreement. We have a provisional caaenaie in GATT by exec- 
utive agreement, but not by approval of the Congress, and we are 
not a signatory to it. Therefore, it may make sense, if we are not a 
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signatory and don’t want to be a signatory to withhold our approval 
of this international organization. 

Mr. Jounson. Mr. Mason, I used the word “signatory” there 
because it appeared that the executive branch has in effect entered 
into this executive agreement called GATT under the authority 
given it by the Congress in the Trade Agreements Act. 

Mr. Mason. They have made a provisional agreement to act as a 
member, but they have not become a member in actual fact. 

Mr. Jounson. This is news to me, Mr. Mason. 

Mr. Mason. That is all, Mr. Chairman. 

Mr. Mitts. Are there further questions? 

Mr. JoHNSON, with respect to the colloquy you had with Mr. Simp- 
son, is it not true that the passage of OTC by the Congress would be 
merely approval by the Congress of the need for administrative 
machinery to implement GATT, and would not in any way represent 
approval by Congress of all of the details and ramifications of GATT 
with respect to reduction i in duty? 

Mr. Jounson. That is true. I think the statement has been made 
in previous hearings, that the Congress could not be expected to follow 
all of the lengthy documents and proceedings it is necessary to have 
available and to go through in connection with the operation of 
GATT. There has been some expression that there was a real need 
for OTC to help administer GATT. This is the only purpose of OTC. 

Mr. Minis. On Monday we had testimony from Mr. Loos, who 
represented the almond growers and certain other groups, to the 
effect that the section 22 waiver contains language which implies that 
the other countries in the general agreement expect the United States 
Congress at an early date to repeal section 22 of Public Law 320 of 
the 74th C ongress. 

Do you find any such implication in the language of the waiver? 

Mr. Jounson. Mr. Mills, we have examined this rather closely, and 
we cannot find any such implication. 

Mr. Miuts. You are satisfied that the interest of the American 
farmers can remain fully protected under section 22 of Public Law 320, 
even if the United States becomes a member of OTC? 

Mr. Jounson. We certainly are. We feel that the Congress is more 
cognizant than ever of the weak economic bargaining position of 
United States farmers, and consequently they are more aware than 
ever of the need for such protection. 

Mr. Mitts. If there are no further questions, Mr. Johnson, we 
thank you for your appearance and the information given the com- 
mittee. 

This completes the calendar for today. Accordingly, the committee 
adjourns until 10 a. m. tomorrow. 

(Whereupon, at 12 o’clock noon the committee was recessed, 
reconvene at 10 a. m., Thursday, March 8, 1956.) 
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THURSDAY MARCH 8, 1956 


House or REPRESENTATIVES, 
ComMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met at 10 a. m., pursuant to recess, in the committee 
room, New House Office Building, Hon. Jere Cooper (chairman) 
presiding. 

The CHarrmMan. The committee will be in order. 

The first witness appearing on the calendar today is the Honorable 
John P. Saylor. 

Come forward, please, Mr. Saylor. Of course, we know you very 
pleasantly, Mr. Saylor, but please give your name, address, and the 
capacity in which you appear for the record. 

Mr. Curtis is recognized. 

Mr. Curtis. I would like to ask for unanimous consent, Mr. Chair- 
man, because at the time Secretary Dulles was testifying and had to 
leave I suggested that I prepare a list of questions which I would like 
to have answered by the State Department. I would like now to give 
these questions to the clerk and have them sent to the State Depart- 
ment for reply. 

The CuarrMaAn. Without objection, it is so ordered. 

Mr. Curtis. At the same time, Mr. Chairman, I have some data 
on the provisional rules and procedures of the Committee for Reciproc- 
ity Information, and one other release from the State Department 
pertaining to that which I would like to have included in the record 
at the same point in the record. 

The CHarrMANn. Without objection, so ordered. 

(The information referred to was inserted following the testimony 
of Secretary Dulles.) 

The CuatrMAN. You may proceed, Mr. Saylor. 


STATEMENT OF HON. JOHN P. SAYLOR, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Saytor. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, I am Congressman 
John P. Saylor from the 22d district of Pennsylvania. 

Mr. Chairman, I am appearing before you today in opposition to 
H. R. 5550. I shall not, in this brief discussion, examine the technical 
aspects of the proposed membership for the United States in the 
Organization for Trade Cooperation; that is, I am not going to im- 
pose on your time by outlining the objectionable operational features 
that are latent in such an organization. Other Members of Congress 
have exposed the dangers, the weaknesses, the insidious potential and 
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functional structure of the OTC. To avoid repetition, I shall speak 
as a citizen of the 22d Congressional District of Pennsylvania who is 
dedicated to the Constitution of the United States, who is dependent 
upon a healthy economy for his livelihood, and whose very survival 
may revolve around the decisions of this committee and the Congress 
in respect to the hill under consideration here today. 

I use the word “survival” because in this period of grave world 
tension, we Americans must rely upon an industrial stockpile and 
upon industrial manpower as much as upon our military for our 
security. How foreign commerce affects industrial activity and em- 
ployment is a determining factor in the effectiveness of our defense 
structure. This influence must therefore be taken under the most 
careful scrutiny, along with the other ramifications which I have 
pointed out, before action is taken on any legislation pertaining to 
foreign trade. 

I oppose H. R. 5550 because it would further remove from Congress 
powers specifically delegated to it by the Constitution. I say to you 
that had Congress not permitted its authority in the field of foreign 
commerce to have been slowly eroded over the past 23 years, then the 
State Department—-which I sincerely believe is behind H. R. 5550 
and would absorb the powers surrendered by Congress—would never 
have had the temerity to come before this committee, or any other 
group on Capitol Hill, to ask for anything that resembles this bill. 
I do not care what party was in power prior to the time when the 
encroachment by the State Department on congressional powers 
got underway; I say that the Congress would have been so resentful 
of any such proposal as this as to have issued a joint message of 
condemnation to the responsible parties in the State Department 
for having dared to have prepared such an arrogant proposal. 

With the passing of years, however, the executive branch of the 
Government has gradually usurped so much of the authority con- 
stitutionally resting in Congress that attempts at making further 
inroads are taken as a matter of course by the executive department. 
This consideration alone should be sufficient premise for members of 
this committee to base their decision in rejecting the bill. 

It is not enough that H. R. 5550 would deprive Congress of its 
rightful responsibility; it would place the powers thus taken from 
this body in the hands of a department which is not yet above suspicion 
despite the years that have intervened since it was first disclosed that 
enemies of the American Government not only infested this depart- 
ment, but also occupy some of the very top policymaking jobs. 
Presumably, the notoriously perfidious element within the Department 
has largely been dismissed, vet there remains a hard core of question- 
able characters whose career was born under the dominiation of that 
cell which sought to dispel any thought that the welfare of the United 
States should serve as the guiding light in carrying out the affairs of 
our Government. These employees, some of whom have advanced 
by reason of seniority if not ability, to policymaking positions over 
the past 2 decades, are not now, in my opinion, capable of revising 
this philosophy to the extent that American people and American 
jobs should be given preferential treatment in negotiations with other 
nations. 

On occasion there have been constitutents from the 22d Congres- 
sional District who have come to Washington and have had cause to 





ORGANIZATION FOR TRADE COOPERATION 367 


visit the State Department. On a number of occasions, these patri- 
otic citizens from western Pennsylvania have expressed wonderment 
at the caliber of so-called diplomats employed in our State Depart- 
ment. Many times I have heard it said that: “Those people do not 
talk like Americans.” ‘They act as though we do not belong in 
there, asking for something that would help every one in this country.” 
“Those fellows talk about a new order for the world, and conditions 
in this country are evidently of no concern to them.’ 

Mr. Chairman, why permit the powers of this Congress—a legisla- 
tive body representing all sections of our country and all of our people— 
to be taken away by a detachment of supercilious egoists who do not 
know and do not care what is going on back in our home towns. 
These fellows are not equipped and not inclined to deal with domestic 
problems. 

I ask that you look at the history of our trade negotiations since 
the State Department outfit took over. They boast of having low- 
ered our tariffs consistently from vear to year. I do not challenge 
that contention, but I ask that you look into the record of their deal- 
ings and try to ascertain what America has received in return for these 
concessions. I also remind you that you will not find any evidence 
of where the domestic economy and security have been of any conse- 
quence whatsoever when the State Department sat down with their 
pals from across the seas. 

Do not give them this new power, Mr. Chairman. If any Congress- 
man feels that he is not capable of assuming the responsibility in the 
matters of foreign commerce that were delegated to him by the 
drafters of the Constitution, then he should acknowledge that he does 
not have the capacity to fulfill his duties to the Federal Government. 

The State Department, as I have said, does not know and does not 
care what is going on back in our towns. I can tell you what this 
attitude has done in many communities of my district. Fortunately, 
the expanding economy has absorbed an increasing number of unem- 
ployed in recent months, but these better signs would disappear in a 
hurry if there is any more manipulating of tariffs without regard to 
the impact on the domestic economy. As a matter of fact, I believe 
that we have one of the best examples back at home of the need for 
sensible restrictions on imports. Year after year, following the con- 
clusion of World War IT, increasing amounts of residual oil were ship- 
ped into the eastern industrial markets. Cheap foreign oil would 
take over one coal market, then another, then another. Much of 
that coal has been coming from central and western Pennsylvania; as 
a consequence, many of our mines were closed and an increasing num- 
ber of our working men saw their jobs washed away. 

Last year, after persistent attempts to place some sort of barricade 
against the onrush of oil from foreign refineries, we finally succeeded 
in incorporating in the bill extending the Foreign Trade Agreements 
Act, a provision recommended by the Cabinet Committee on Energy 
Supply and Resources Policy. It was not much, but at least it was a 
start toward offering some sort of protection from the inequitable 
competition of foreign shippers. Oil importers were notified that we 
meant business about holding down this tide which by now had en- 
gulfed our seaboard markets. Gradually coal’s position became more 
firm. Public utilities and industrial plants from New England to the 
Chesapeake, realizing that this cheap foreign fuel was not going to 
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continue to roll in here at ever-increasing rates, began to place their 
orders for coal. Our mines began to step up their activities. Last 
year the bituminous coal industry produced about 465 million tons, 
as compared with 392 million tons in the preceding year. You under- 
stand, of course, that not all of this upturn—not even a predominant 

roportion—was attributable to the holdback in residual oil imports. 

ut that restriction, I assure you, had a very telling effect in the 
overall story. My hope is that we are going, through a united effort 
here on Capitol Hill, to close the faucet still more on foreign oil 
shipments, so that more and more of our people can get back to work. 
Until these developments come to pass, thus further reducing the 
number of our unemployed, the district which I represent will con- 
tinue to suffer from a unique situation which has come to create social 
as well as economic problems. 

Back in Armstrong, Indiana, and Cambria Counties of Pennsylvania 
you will find many people enjoying the prosperity that prevails in 
most other parts of the country. What is disturbing, however, is that 
next-door neighbors and large segments of many communities are 
unemployed and must subsist on unemployment compensation, public 
assistance, and surplus foods. Thus you can see the perplexing 
problems of morale that develop under these circumstances. 

As I have said, we could continue to eliminate the distress if we 
attack the causative factor in a logical manner, such as by proper 
regulation of incoming shipments of commodities from abroad. 

I have mentioned the threat of improper trade laws to the national 
security. Here also the coal-mining regions offer supporting evidence 
of the injurious effect of too much foreign competition on home in- 
dustry. Excessive shipments of foreign oil closed coal mines and 
disemployed mine workers. Should a national emergency develop 
when our mines are down and our miners out elsewhere over the 
country looking for jobs, a fuel shortage would be inevitable. And it 
could cost us heavily in our war effort. A year ago, a sudden strike 
by the Soviet Union would have found our industrial capacity in a far 
more unhealthy condition than is generally realized. Our mine 
output was more than 100 million tons below the figure set as necessary 
to meet mobilization base requirements. Instead of less than 400 
million tons of coal, America would suddenly have needed—on an 
annual basis—650 to 750 million tons. The combined bituminous 
and anthracite coal industries were not then capable of meeting these 
demands. Perhaps we are still a little short, but at least we have come 
a long way since then and—given the opportunity—the coal industry 
is going to be up to the standard stipulated by our defense authorities. 
Providing, of course, that we do not permit the free traders in our 
State Department to get hold of such things as the OTC and other 
instruments of destruction to the American economy and security. 

I have spoken of the coal industry, but I could very easily have 
substituted the glass industry, pottery, ceramics, machine tools—on 
record before the House Ways and Means Committee over the past 
several years, Mr. Chairman, these are scores of industries which 
have been hurt by lowered tariffs and which, like coal, are essential 
to the national defense. 

I know that some of the committee members are thinking about the 
high industrial activity that is taking place at the present time in 
most industries which I have mentioned. I ask you, however, that 
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ou do not overlook the fact that, given the power asked for in 
it R. 5550, the State Department could very quickly sign us into a 
situation that would disengage thousands upon thousands of wo: kers 
right in my home district and in your home district. In the neme of 
those men and their families, [ ask you to prevent this from haprer ing. 
Do not surrender further the powers of Congress. The pecple back 
home look to their Representatives and Senators to provide tiem the 
protection necessary for maintaining their jobs, I say do not dis- 
regard their trust in you. 

The Cuarrman. Does that complete your statement, Mr. Saylor? 

Mr. Sartor. Yes, sir. 

The CHairMAN. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Harrison, of Virginia, will inquire. 

Mr. Harrison. Mr. Saylor, we are happy to have you here. I 
have a statement from the President that I would like to read you, 
about this bill. I would like to have your comment on this statement 
made by the President with reference to this bill: 

Failure to assume membership in the Organization for Trade Cooperation would 
be interpreted throughout the free world as a lack of genuine interest on the part 
of this country in the efforts to expand trade. It would constitute a serious 
setback to the momentum which has heen generated toward that objective. It 
would strike a severe blow at the development of cooperative arrangements in 
defense of the free world. It could lead to the imposition of new trade restrictions 
on the part of other countries, which would result in a contraction of world trade 
and constitute a sharp setback to United States exports. It could result in 


regional realinements of nations. Such developments, needless to say, would play 
directly into the hands of the Communists. 


Now, I, of course, gather from what you have said that you do not 
agree with the President in that statement. 

Mr. Sartor. That is correct. 

Mr. Harrison. Now, in view, however, of the strong endorsement 
of this measure by the President, do you think that this committee 
should undertake to defeat those recommendations by bottling them 
up in the committee and not letting the membership of the House 
vote on them? 

Mr. Sartor. I think you should. I call your attention not to the 
statements which you have just read but to the Constitution of the 
United States, and I urge you and I urge the members of this com- 
mittee to go back and read the debates which occurred when the 
Founding Fathers wrote our Constitution. 

They placed the authority for determining what our conditions 
would be with regard to commerce with foreign nations in the hands 
of Congress. I say to you very honestly and sincerely that I do not 
think thet the Members of Congress are measuring up to their responsi- 
bility if they today will attempt to pass from their hands to the State 
Department that obligation, and that is just what this bill does. 

Mr. Harrison. The immediate question is whether this committee 
should deny to the Members of Congress the opportunity to consider 
that recommendation of the President. 

Mr. Saytor. That is correct and I think that, if you will determine 
the historic position which Congress should have in these matters, 
that it is the duty of this committee to say that this matter should 
never come to the floor of the House of Representatives. 
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Mr. Harrison. Now, Mr. Saylor, I was impressed by what you 
said about the conditions in your district, and I have noted with 
pleasure that you have recently honored us in my district with your 
presence in one of our communities. Down there I believe you were 
urging strongly support of the President in some of his reeommenda- 
tions, is that correct? 

Mr. Saytor. That is correct, and I can say to you very honestly 
that, when I sincerely think the President is right, I will support him; 
and, when I think he is wrong, I will oppose him, and I think that is 
what every member of Congress should do. 

Mr. Harrison. I agree with you. 

The Cuatrman. Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. In your discussion you indicated that one of the 
products of your district is coal. What other products do you pro- 
duce? What is the nature of your district from a commercial 
standpoint? 

Mr. Saytor. From a commercial standpoint, Mr. Jenkins, it is a 
heavy industrial district, producing steel, glass, ceramics, brick of all 
sorts and description. 

Mr. Jenkins. So that you are in the heart of the industry of 
Pennsylvania. 

Mr. Saytor. That is right. 

Mr. Jenkins. That is all. 

The CuarrMan. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Simpson. Mr. Saylor, I am glad to welcome you before the 
committee. You came before this committee when H. R. 1 was under 
consideration. You have very actively led in objecting to certain 
provisions of that bill dealing with the extension of the reciprocal trade 
program, and you tied your objection to the bill to economic conditions 
existing and threatening to worsen within your own congressional 
district. 

I want to say that, in my opinion, the improved conditions there 
with respect to the coal mines in particular are closely the result of 
the work that you did in emphasizing the need of the great coal 
industry to our Nation’s defense. 

If I understand correctly, you are here pretty much with that same 
viewpoint in mind today, that we are literally on the verge of extinction 
of the coal industry in the central part of Pennsylvania, represented 
by the closing down of mines, their filling with water, and a general 
attitude that the coal industry was no longer important in that part 
of the State. Whatever change has occurred since that time, and you 
have pointed it out, has been due largely to a realization that, where 
the Nation’s defense is concerned, there is an authority which can give 
relief if it wants to do so. 

Is that substantially correct, as far as I have gone? 

Mr. Sartor. That is correct, Mr. Simpson. 

Mr. Stmpson. Now, I suggest to you that that relief is tenuous, 
that it is jeopardized by this GATT agreement to which we are party, 
for, while it is true that under GATT there is a provision that we can 
protect our nation’s defense and honor by unilateral action in certain 
fields, the whole gist of GATT is that we will do nothing by way of 
imposing any kind of a restriction against those who would take over 
our markets in any area whatever. Only under the most detailed 
studies and invloved processes is it permitted that, where the nation’s 
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defense is established to be in jeopardy, an act of Congress will be- 
come effective at once, or administrative action will become effective 
at once to protect our defenses without our having to go to these 35 
other countries in GATT and in effect seek their permission or pay a 
price for the restriction that Congress sees fit to impose. 

As you well know, under GATT we agree that, if Congress in its 
wisdom were to undertake to protect some farm product which might 
be being harmed by imports, or some manufactured goods, the act of 
Congress would have to be taken to the countries of GATT and ex- 
amined by them, and they might say, ““Well, Uncle Sam, you will have 
to pay.” 

The question is what industry will be harmed in that payment? 

Mr. Saytor. I think that is correct. My comment, Mr. Simpson, 
is this: that the action by this committee in refusing to report this 
bill out might mean that Congress would have to reexamine itself 
and actually become a full-time job. In other words, instead of Con- 
gress just coming down here for 6 or 7 months each year, it might 
become necessary for Congressmen to be a full-time job, and I think 
that is something which will in the very near future become a neces- 
sity. It may mean that the members of the Ways and Means Com- 
mittee may have to work a great deal more on some particular bills, 
but the mere fact that it might call upon us to do more work, in my 
opinion, is no reason for Congr ess surrendering its prerogatives. 

The CuairMan. Mr. Mason, of Illinois, will i inquire. 

Mr. Mason. Mr. Saylor, the ge ‘ntlemen from Vi irginia quoted part 
of the President’s message urging the passage of this bill. You realize 
that the President did not write that part of the message, that that 
part of the message was prepared by the internationalists in the 
State Department, and became a part of his message to us. So it 
seems to me that your direct answer to the gentleman from Virginia 
was the correct one, and certainly it would be the one that I would 
have given him if he had directed that question to me. 

Mr. Sartor. Thank you, Mr. Mason. 

The CuarrmMan. Are ther e any further questions? 

Mr. Harrison, of Virginia will inquire. 

Mr. Harrison. Mr. Saylor, do you intimate that the President of 
the United States is under the control of any internationalists in the 
State Department, or of anybody else? 

Mr. Mason. May I interrupt there? It was my intimation, not 
his. Do not place the blame on him. 

Mr. Harrison. I just asked for information. I am trying to get 
a little light. 

Mr. Saytor. I have not, Mr. Harrison, intimated that the President 
is under the control of anyone other than himself. 

Mr. Harrison. And he signed that message. 

Mr. Saytor. And I can say that apparently those same people in 
the State Department, regardless of who the President of the United 
States is, have a tremendously far-reaching effect because, when the 
President of the United States happened to belong to your political 
party, we had the same types of messages, and almost the identical 
language, sent up here in the message when the President belonged 
to your political party. 
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Mr. Harrison. In other words, the same language of Mr. Acheson 
is now dominating the language of our present President. Is that 
what you said? 

Mr. Sartor. I did not say that. The same person is down there. 
Mr. Acheson is no longer there, so it may be probably some of the 
same persons who wrote Mr. Truman’s message wrote this. 

Mr. Harrison. You do not think this really represents the senti- 
ment of the President, then? 

Mr. Sartor. I do not know whether it represents the sentiment of 
the President or not. He must have approved it or he would not 
have put it out. 

Mr. Harrison. That is what I thought. 

The CuarrMan. Mr. Saylor, allow me to say that it is not a new 
experience for me to have to defend the President of the United States, 
the leader of your party, against expressions made by members of 
his own party. 

Mr. Sartor. That is probably correct. 

The CuarrMan. This letter from which Mr. Harrison has read was 
addressed to me as chairman of this committee, and signed by the 
President. 

I might also say to you that the President invited me to the White 
House and personally told me the same thing, so that it is his word 
and, regardless of how many intimations that may be made here that 
somebody else wrote it for him, he told me the same thing in person, 
so that there is no doubt that it is the President’s position. You 
have a right to differ with him if vou please. 

Mr. Sartor. I have not, Mr. Chairman, tried to intimate that it 
was not the President’s position, and I do not doubt that you were 
called down and that he reiterated that this is his position; but, as a 
Member of Congress, I exercise my prerogative to disagree with him. 

The CHarrMan. You have that right. 

Are there any further questions? 

Mr. Karsten, of Missouri, will inquire. 

Mr. Karsten. You do not believe that there is any difference 
between a program advocated by President Truman and the program 
advocated by President Eisenhower, I judge from your answers to 
questions, is that correct? 

Mr. Saytor. No, there is a tremendous difference. 

Mr. Karsten. I am confining it to the field of this foreign trade. 

Mr. Saytor. There might be some differences in foreign trade that 
we could get into, but, in general, the position is very, very similar. 

Mr. Karsten. You said there were great differences. Could you 
name any of the differences between the two programs? 

Mr. Curtis. The escape clause. If we are going to have a political 
debate, let us have it. 

The Cuarrman. The committee will be in order. 

Mr. Karsren. I wonder if the witness could point out some of the 
great differences between the State Department program under 
President Eisenhower and under President Truman. 

Mr. Saytor. With regard to foreign trade, as I told you, there is 
very, very little difference. 

Mr. Karsten. You think that President Eisenhower’s views on 
foreign trade are about the same as those of President Truman? 

Mr. Sartor. That is correct. 
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Mr. Karsten. And that actually all we are doing here is continuing 
the Democratic program? 

Mr. Sartor. I did not say we are continuing the Democratic 
program. We are continuing the State Department program. 

Mr. Karsten. I might remind the gentleman that this program 
was conceived back in 1934 or 1935 by Secretary of State Hull, and 
that we claim the credit for it. I wondered if, in your opinion, we 
are enlarging upon an already existing Democratic program? 

Mr. Sartor. No, I think you are enlarging on a program which, 
in my opinion, if your party wants to claim credit for it, it is perfectly 
all right. However, in my opinion, it is an un-American program 
because it does not benefit the majority of the people in this country 
and abdicates the power of Congress. 

Mr. Karsten. I do not think that the gentleman wants to inti- 
mate that the President is recommending an un-American program. 
Surely he does not want to leave a statement like that in the record. 

Mr. Saytor. I do not imply that the President is doing anything. 
I am only expressing my own opinion. 

Mr. Karsten. That is all, Mr. Chairman. 

The CuarrMaNn. We again thank you, Mr. Saylor, for your appear- 
ance and the information given the committee. 

The next witness appearing on the calendar is Mr. Albert M. 
Barnes. Is Mr. Barnes here? 

Come forward, please, sir. Will you please give your name, address, 
and the capacity in which you appear for the record? 


STATEMENT OF ALBERT MacC., BARNES, DESIGNATED REPRE- 
SENTATIVE, AMERICAN BAR ASSOCIATION ; ACCOMPANIED BY 
JOSEPH COLBURN AND JAMES D. WILLIAMS, Jr. 


Mr. Barnes. My name is Albert MacC. Barnes of the New York 
bar. I am here as a designated representative of the American Bar 
Association, to oppose the passage of H. R. 5550. 

The CHarrMAN. You may be seated and speak out loudly so that 
we can all hear you. 

Mr. Jenkins. I see that Mr. Barnes has with him two distinguished 
lawyers, with one of whom I am very well acquainted. Would you 
designate who is assisting you? I wish you would give the names of 
these gentlemen so that we would have their names in the record. 

Mr. Barnes. Mr. Joseph Colburn and Mr. James D. Williams, Jr. 

It is a difficult position which I occupy this morning because the 
temptation is always so great to discuss this planned economy in all 
three of its aspects and to perhaps pay more attention to the details 
of it than to the general principles involved. 

The general principles are as set forth in the resolution of the Ameri- 
can Bar Association which was discussed and adopted by the house of 
delegates which has representatives from all the State bar associations 
and other national bar associations, and is about half as large as Con- 
gress. Those gentlemen have had this matter up before so that we 
are not unfamiliar with the subject matter. 

I was designated in 1951 or 1950 to come before the Committee on 
Foreign Relations and oppose what was then known as the Havana 
Charter which, due to pressure of public opinion, was dropped before 
it was ever voted upon. 

75018—56——25 
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Now, in approaching this question, I have endeavored to stick to 
my knitting. I came Fore to discuss the legality of what is proposed 
in the light of what has been done and, in opening that discussion, I 
would like to ask to be put in the record the memorandum which I 
have filed and of which the committee have copies, as well as the 
synopsis. 

The CuatrmMan. Without objection, it is so ordered. 

(The documents referred to follow:) 


Synopsis or TESTIMONY OF ALBERT MacC. BARNES ON BEHALF OF THE AMERICAN 
Bar AssocraTIon, Marcu 8, 1956 


To the Chairman and Members of the Ways and Means Committee: 


A. The President has no authority either by way of powers delineated in the 
Constitution nor as an incident of sovereignty, to make the United States a 
party to an international plan such as is contemplated in H. R. 5550, the OTC 
charter, or GATT. 

B. H. R. 5550, the OTC proposal, and GATT are so tied together by their 
own phraseology as to require consideration together as one plan. 

C. GATT is merely a protocol of provisional application which has never been 
presented to, much less approved by Congress. 

D. GATT is not a thing scores as no authority broad enough to cover 
that agreement was given to the President in the Reciprocal Trade Agreements 
Act of 1934 as amended. 

E. The President has exceeded the authority delegated by Congress in the 
Reciprocal Trade Agreements Act and therefore the whole plan of bypassing 
Congress lacks legal justification. 

F. Congress should not further divest itself of its constitutional responsibility 
by approving H. R. 5550—which approves OTC—which approves and imple- 
ments and administers GATT. 


AMERICAN Bar ASSOCIATION 
Views In Opposition to H. R. 5550 


Submitted to the Ways and Means Committee, House of Representatives, Congress 
of the United States, March 8, 1956, by Albert MacC. Barnes, 25 Broadway, 
New York City, Designated Representative 


Mr. CHAIRMAN AND MEMBERS OF THE COMMITTEE: 


My name is Albert MacC. Barnes of the New York bar. I am appearing here 
today as the representative of the American Bar Association, to oppose H. R 
5550. On August 24, 1955 at the annual meeting of the American Bar Associa- 
tion in Philadelphia, Pa., the house of delegates, the ruling body of that organi- 
zation, approved the following resolution: 

‘Resolved, That the bill, H. R. 5550, authorizing the President to accept mem- 
bership in the Organization for Trade Cooperation is hereby disapproved on the 
grounds (a) that the Reciprocal Trade Agreements Act of 1934 (Tariff Act of 
1930, section 350) confers no such power on the President, and (b) that neither 
the President, nor Congress has the legal authority under the Constitution, to 
delegate the regulation of our commerce with foreign nations to a foreign con- 
trolled group, and the committee on customs law is nereby authorized on behalf 
of the American Bar Association to present these views to the Congress, and that 
the president of the American Bar Association be authorized to select a repre- 
sentative or representatives to appear before the proper congressional com- 
mittees.”’ 

This is not intended to be a fully documented brief but rather a collection 
of thoughts which we hope the committee may find useful. 

Any consideration of H. R. 5550, by the very phraseology of that bill, neces- 
sitates consideration of the charter of the Organization for Trade Cooperation 
(known as OTC), and the charter of OTC states that it is to implement and 
administer the General Agreement on Tariffs and Trade (known as GATT). 
It seems obvious, therefore, that H. R. 5550 and OTC and GATT must be con- 
sidered together as part of a general plan to take away from Congress the con- 
stitutional obligation imposed upon it and delegate it to a supernational or 
international organization in which the United States, with 20 percent of the 
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world’s foreign trade, is relegated to a minor position. The United States must 
even obtain the consent of that body, in which it has 1 vote out of 35 and no veto 
before it can attend to what may well be considered the sovereign right of the 
people to mind their own business. 

Much talk has been heard and many warnings sounded about the disastrous 
consequences which will flow from refusal of the Congress to approve H. R. 
5550. Much of this propaganda smacks of deliberate effort to pressure the 
Congress into approval of a course of action to which it is claimed the United 
States has already committed itself, seemingly without regard to the funda- 
mental questions of whether the proposed action is in accord with the law of 
the United States. Whether or not there be validity in such fears, the Congress 
must determine four basic questions: 

1. Has the President any sovereign power to enter into an executive agreement 
to join a supernational or international organization designed to direct and 
control our foreign trade? 

2. Can Congress, under its constitutional power over foreign trade, delegate 
to the President the authority to become a member of OTC? 

3. Did the Trade Agreements Act of 1934, as amended, delegate in advance an 
authority to the President to make and proclaim the ‘General Agreement on 
Tariffs and Trade (GATT)? 

é ii the President usurped a nondelegable power of Congress in creating 

Discussion of these questions should be prefaced by refreshing the recollection 
of the committee as to certain specific provisions of the Constitution of the 
United States. 

Article I, Section 1, provides that: ‘‘All legislative Powers herein granted shall 
be vested in a Congress of the United States, which shall consist of a Senate and 
House of Representatives.” 

Article I, Section 8: ‘“‘The Congress shall have Power to lay and collect Taxes, 
Duties, Imposts, and Excises.” 

* * * * * * . 

Article I, Section 8, Clause 3: ‘“‘Congress shall have power * * * To regulate 
Commerce with foreign Nations, and among the several States, and with the 
Indian Tribes.” 

Article II, Section 2, Clause 2 under powers of the President provides: ‘‘He’’ 
(the President) ‘“‘shall have Power, by and with the Advice and Consent of the 
Senate, to make Treaties, provided two-thirds of the Senators present concur;” 

The most casual inspection of these clauses forces the conclusion that so far 
as the matters involved in this foreign trade control plan are concerned, the 
Constitution gives to the President only one power, i. e., “to make treaties with 
the advice and consent of the Senate.” GATE has no status as a treaty. 

Lest we lose sight of the main path, and drift off into the realm of sovereignty 
as a basis for so-called Executive agreements, perhaps it would be well to again 
consider the phraseology of the Constitution. the preamble thereof states: 

‘“‘We the People of the United States, in Order to form a more perfect Union, 
establish Justice, insure domestic Tranquility, rovide for the common defense, 
promote the general Welfare, and secure the Blessings of Liberty to ourselves 
and our Posterity, do ordain and establish this Constitution for the United States 
of America.” 

Sovereignty, wrested from the British Crown, was assumed by “the People,” 
of the Colonies. It certainly could not have descended upon 13 separate collec- 
tions of people whether known as Colonies or States or Territories. 

The Declaration of Independence states: 

“When, in the Course of human events, it becomes necessary for one people 
to dissolve the political bands which have connected them with another” * * * 
and further: 

“We, therefore, the Representatives of the United States of America * * * in the 
Name, and by ‘authority of the good People of these Colonies” * * * 

The concept of sovereignty suffered a severe change from the old idea of the 
ruler being the State. No longer could one say, “the sovereign is dead—long live 
the sovereign.” Here sov ereignty for the first time was reposed in an indestruc- 
tible and perpetual power—the “people.” 

And so when the Constitution came to be written it was ‘“‘We the people,”’ who 
granted to officers and divisions of the Government established thereby, certain 
prerogatives of their sovereignty. To Congress they, “the people,” deleg: ited the 
sole and exclusive right to legislate, and specifically mentioned the right to tax 
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and to control foreign commerce. To the President they gave only one direct 
trade power—-that to make treaties. 

It seems almost self-evident that the President has no rights of sovereignty from 
the British Crown or elsewhere unless they were passed through “the people’’ in 
the Constitution. Therefore, we mvst look to the Constitution only for the power 
to engage in any activity involving sovereign rights, as well as for any power 
involving foreign trade. 

Any powers which Congress has under the Constitution must be exercised by 
Congress, and by Congress alone. What is not written in a delegation of authority 
cannot be assumed under any theory of a sovereignty in the President superior to 
that of the people or the Constitution. 

The administration of laws can be delegated to the Executive or other agents of 
Congress, only in case Congress sets up an intelligible principle or legislative 
vardstick by which the delegate is governed. In Panama Refining Company v. 
Ryan (293 U.S. 388), the Supreme Court passing on the question of delegation of 
authority in the National Industrial Recovery Act, and construing the exclusive 
power of Congress to regulate commerce under the Constitution, stated: 

“The Congress manifestly is not permitted to abdicate or to transfer to others 
the essential legislative functions with which it is thus vested.” 

This principle is definitely applicable to GATT in spite of the dictum of Mr. 
Justice Sunderland in United States v. Curtiss Wright (299 U. 8. 304). Certainly 
in that case the delegated power was sufficiently described and limited by Con- 
gress to be well within the established rule regarding legislative yardsticks, limits, 
or principles necessary in any delegation of power. Such cases as Field v. Clark 
(143 U. 8S. 649 (1892)); Buttfield v. Stranahan (192 U. 58. 470 (1940)), and Hamp- 
ton v. United States (276 U.S. 394) have clearly supported the principle that where 
Congress incorporates in a delegation of authority, phraseology establishing an 
“intelligible principle,”’ definite limitations of activity and leaves nothing involving 
the expediency or just operation of such legislation to the determination of the 
President, the delegation is within the Constitution. 

The delegation was not of the right to make law but to fill in the facts or condi- 
tions under which a congressionally made law was to take effect, be disregarded, 
or made inoperative. 

H. R. 5550 provides only for membership in a so-called administrative body. 
The charter of that body (OTC) which must be considered a part of this legisla- 
tion, contains no legislative yardstick, limitation, or ‘‘intelligible principle” 
established by Congress. The operation is left to the discretion of the membershi 
without any control by Congress. If GATT is to be considered a part of this 
executive program then it will be found that GATT goes far beyond the limitations 
of authority granted the President in section 350, Tariff Act of 1930, as amended, 

GATT was put into effect by signature to a protocol of provisional application. 
On behalf of the United States it was signed by a division chief of the Department 
of State. In our case the alleged delegation to the President was in fact redelegated 
by him to the Secretary of State, and redelegated by the Secretary of State to a 
division chief. Now it is sought to redelegate the power to an international or 
supernational organization. he President’s Proclamation, T. D. 51802, only 
amplifies the view that no such power was reposed in the President by the provi- 
sions of section 350 of the Tariff Act of 1930, as amended. 

H. R. 5550 is a delegation of authority to the President to accept membership 
in the OTC. No limitations or control or statement of an intelligible principle 
accompanies this delegation. On vhe contrary, for example, the bill carries an 
appropriation to the Department of State of ‘“‘whatever sums may be necessary” 
for the payment of the United States ‘‘share of the expenses” of OTC. These 
expenses are to be “in accordance with article 9 of the agreement referred to in 
subsection (a),’”’ CTC charter. But it is significant that this is a delegation of 
unlimited authority because the fixing of expenses and shares is left to the OTC 
assembly, by article 9. The delegation also carries with it the fixing of salaries 
on an unknown basis, and of employees in unknown number. It delegates to the 
Secretary of State the authority to fix “other expenses which he may deem 
necessary.’’ The bill itself does not comply with any of the rules governing the 
delegation of an authority, and seems of itself to be unconstitutional. 


OTC, ARTICLE 9 (B) 


“The assembly shall apportion the expenditures of the Organization among the 
members, in accordance with a scale of contributions to be fixed by the assembly, 
and each member shall contribute promptly to the Organization its share of these 
expenditures.” 
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H. R. 5550 presents for congressional approval an international trade body to 
be known as the “Organization for Trade Cooperation” (OTC), designed to provide 
permanent administration and implementation of the General Agreement on 
Tariffs and Trade (GATT) which, in itself, has not been approved by Congress. 
This GATT is, in turn, the creature of a broad interpretation by the State Depart- 
ment of the authority delegated to the President in the Reciprocal Trade Agree- 
ments Act (sec. 350, Tariff Act of 1930), the constitutionality of which has 
been raised in two cases now pending in the courts. Morgantown Glassware 
Guild, Inc. v. George M. Humphrey, Secretary of the Treasury (C. A. No. 876—55, 
United States District Court for the District of Columbia); Star Kist Foods, Inc. v. 
United States (Bruno Scheidt, Inc., Party in Interest, Protest 258737-K before, 
the United States Customs Court). 

It will be remembered that an International Trade Organization (ITO), 
familiarly known as the Havana Charter, was denounced by the American Bar 
Association after recommendation by three of its committees and the association’s 
position was presented to Congress in 1950. Public opposition to the ITO caused 
its ultimate withdrawal by the State Department. 

This is the State Department’s second attempt to create an international trade 
organization, in which the United States is 1 out of 35 nations represented; 
where it has 1 vote; where it has no veto; where it subscribes to a permanent 
policy of tariff reduction; deprives our elected representatives of control of our 
own foreign trade fiscal policies; commits the United States to review its own 
tariff rates and policies at the request of any 1 of the said members; and takes 
away even our right to vote on any question where we are 1 of the parties in 
dispute. 

This bill, H. R. 5550, is simply a roundabout method of placing Congress in the 
anomalous position of indirectly approving GATT, a thing which it has several 
times specifically refused to do. GATT should not be approved indirectly by 
subterfuge, but should be thoroughly aired before legislative action takes place. 
The reasons for such airing become apparent when consideration is given to the 
subject matters dealt with in GATT. Many of them vitally affect our domestic 
laws and international trade practices. For example: 

. Internal taxation. GATT Part II, Art. [V—Par. 8. 
. Identifying marks of foreign merchandise. Art. IX (3) (4) (5). 

3. Bases of customs valuations. GATT Art. VII (2) (3). 

. Antidumping law. GATT Art. VI (4) (6a) (6b) (6c). 

5. Countervailing duties. GATT Art. VI (4) (6a) (6b) (6c). 

5. Embargoes or quotas. GATT Art. XI (1) concluding unnumbered par. 

. Currency restrictions. GATT Art. XII (1)—Balance of payments—Mone- 
tary Fund. 
. Subsidies by Government. GATT Art. XVI, Sec. A (3) (4). 

9. Emergency action on certain imports—(clearly GATT Art. XIX (la (3a) 

is at variance with our safety device called the ‘‘Escape Clause’). 


We would not be permitted to find that an industry of our own was injured 
by foreign competition, without submitting the contemplated remedy to the OTC 
for approval. This seems to be one situation in which the sovereign right to 
attend to our own business, should not be abridged. Shall we abandon our 
Tariff Commission and its procedures for a foreign dominated OTC executive 
committee? 

The ITO (Habana Charter) was repudiated. The OTC contains many of its 
provisions in substantially identical form as disclosed by a comparison. 


Comparison of articles of proposed organization and corresponding articles of Habana 
Charter for an International Trade Organization 





— — pence ems 


en i 
| Article No. OTC Corresponding article No. ITO 


nen anne 


Structure re a | 4 ; ; potas | 73. 
The assembly... .£} .+..5.......-. cf, 5 (a), (b), (ce), (d), (e) ; 73 (1), (7), 76 (1), (2). 
The executive committee _--- | 6 (a), (i), (ii), (ili), (b), (&) 78 (1); (2), (a), (c), 80 (1), (4). 


The secretariat | 84 (1), (2), 85 (1), (2), 88 (1), (3). 
Voting | 8 75. 

Budget and contributions - .---- is Oi). fn). 9 te). :. .....«. 77 (6), 91. 

Status ; we acer: | 10 (a), (b), (ec), (d)- 89, 90 (1), (3). 

Relations with other organizations ji (a), (b), (e) 87 (1), (2), 86 (1). 
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If the principle of control of our foreign trade by a foreign dominated group 
was undesirable when the ITO was before Congress in 1950, it is infinitely more 
undesirable today. 

Certainly the Constitution contains no specific authority for the President 
or the executive department to enter into a so-called executive agreement trans- 
ferring the policy and control of our domestic and foreign trade affairs to an inter- 
national body, beyond the control of our legislators. Nor can such authority 
be spelled out as an incident of sovereignty. 

If the President has such power it can only be by lawful delegation from the 
legislative branch of the Government. 

hether Congress itself has any authority under the Constitution to create 
such a foreign controlled body having virtual — of our foreign commerce, 
is at best highly doubtful, limited as that power is by article 1, section 8 of the 
Constitution granting solely to Congress the power to regulate commerce with 
foreign nations. 

The OTC charter contains in article 1 the following statement: 

“The Organization for Trade Cooperation (hereinafter referred to as ‘the Organ- 
ization’) is hereby established to further, as provided for in the general agreement 
and herein, the achievement of the purposes and objectives set forth in the General 
Agreement on Tariffs and Trade (herein referred to as ‘the General Agreement’).”’ 
[Italics ours.] 

The objectives of GATT are set forth as follows: 


Article I 


1. “The contracting parties recognize that their relations in the field of trade 
and economic endeavour should be conducted with a view to raising standards 
of living, ensuring full employment and a large and steadily growing volume of 
real income and effective demand, developing the full ues of the resources of the 
world and expanding the production and exchange of goods, and promoting the 
re development of the economies of all the contracting parties.’’ [Italics 
ours. 

2. ‘‘The contracting parties desire to contribute to these objectives through 
this agreement by entering into reciprocal ad mutually advantageous arrange- 
ments directed to the substantial reduction of tariffs and other barriers to trade 
and to the elimination of discriminatory treatment in international commerce.” 

This ambitious statement is strangely similar to the stated objectives of the 
National Industrial Recovery Act which read substantially as follows: 

“It is hereby declared to be the policy of Con to remove obstructions to the 
free flow of interstate and foreign commerce which tend to diminish the amount 
thereof; and to provide for the general welfare by promoting the organization of 
industry for the purpose of cooperative action among trade groups, to induce and 
maintain united action of labor and ma ment under adequate governmental 
sanctions and supervision, to eliminate unfair competitive practices, to promote 
the fullest possible utilization of the present productive capacity of industries, to 
avoid undue restriction of production (except as may be temporarily required), 
to increase the consumption of industrial and agricultural products by increasing 
purchasing power, to reduce and relieve unemployment, to improve standards of 
labor, and otherwise to rehabilitate industry and to conserve natural resources.” 

The NIRA was held to be a delegation of “‘unfettered discretion’ to the Presi- 
dent and was contrary to the Constitution. It was before the Supreme Court 
in Panama Refining Company v. Ryan (293 U. 8. 388), and again in Schechter v. 
United States. (295 U. S. 495), and in both cases held to be too broad a delegation, 
containing no legislative yardstick, nor enunciating an intelligible legislative 
principle. 

The OTC without GATT is nothing—with GATT it raises the question of 
whether GATT has any legal authority for its existence. 

This leaves for consideration the question of whether the Trade Agreements Act 
of 1934, as amended, contains within it a legal basis for the delegation of authorit 
therein contained to include GATT. That act, Section 350, Tariff Act of 1930, 
as amended, provides as follows: 

“(a) (1) For the purpose of expanding foreign markets for the products 
of the United States (as a means of assisting in establishing and main- 
taining a better relationship among various branches of American agriculture, 
industry, mining, and commerce) by regulating the admission of foreign goods 
into the United States in accordance with the characteristics and needs of various 
branches of American production so that foreign markets will be made available 
to those branches of American production which require and are capable of 
developing such outlets by affording corresponding market opportunities for 
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foreign products in the United States, the President, whenever he finds as a fact 
that any existing duties or other import restrictions of the United States or any 
foreign country are unduly burdening and restricting the foreign trade of the 
United States and that the purpose above declared will be promoted by the means 
hereinafter specified, is authorized from time to time— 

“(A) To enter into foreign trade agreements with foreign governments or 
instrumentalities thereof: Provided, That the enactment of the Trade Agreements 
Extension Act of 1955 shall not be construed to determine or indicate the approval 
or disapproval by the ongeane of the executive agreement known as the General 
Agreement on Tariffs and Trade 

“(B) To proclaim such modifications of existing duties and other import 
restrictions, or such additional import restrictions, or such continuance, coir 
such minimum periods, of existing customs or excise treatment of any article 
covered by foreign trade agreements, as are required or appropriate to carry out 
any foreign trade agreement that the President has entered into hereunder.’ 

it will be seen from the foregoing extract of section 350 that the purposes of 
that act were apparently broad enough to cover a complete reorganization of the 
world. But only two specific powers were granted to the President; (a) to enter 
into foreign trade agreements, and (b) to proclaim such modifications of existing 
United States duties and other import restrictions as are required or appropriate 
to carry out the agreement. There is no intimation here that Congress grant- 
ed to the President any authority to enter into an international compact 
creating an international body to control our foreign trade. 

It is significant that reference is made in paragraph 2 D (ii) to the fact that 
“The standards of valuacion contained in section 402 of this Acw” (i. e., the Tariff 
Act of 1930) ‘“‘(as in effect during the representative period) shall be utilized by 
the President, to the maximum extent he finds such utilization practicable, in 
making the determinations” required under combination ad valorem and specific 
rates, or a combination of rates producing an ad valorem equivalent above 50 
percent. Thus again is raised a conflict of authority between Congress and the 
sections of GATT having to do with determination of dutiable values. 

Article VII of GATT departs radically from the provisions of Section 402 of 
the Tariff Act of 1930, and provides that the contracting parties recognize the 
vitality of the general principles of valuation set forth thereafter and undertake 
that they shall ‘“‘upon a request of another contracting party review the operation 
of any of their laws or regulations relating to value for customs purposes in the 
light of these principles’. This leaves the United States open to complaints by 
any of the members of GATT of any specific customs valuation scheme which we 
may adopt and obviously if we adopt one which someone does not like and we 
change it, someone else may not like the latest one, and so ad infinitum. 

If authority is given to the President to become a member of OTC he must 
accept that membership with the full knowledge that he must abide by all the rules, 
regulations and policies of GATT—or “walk out” with all the caustic criticism or 
censure generally attached to such an action. It is better not to go in than to incur 
the displeasure of any of the world’s friendly nations. 

Authority is claimed under the Reciprocal Trade Agreements Act to bind this 
Nation to GATT as an executive agreement (which “authority” stands at best on 
shaky ground), as evidenced by four congressional refusals to commit itself. Thus 
the present consideration of H. R. 5550 is probably as close as Congress will come 
to having GATT before it. Approval of H. R. 5550 carries with it, by implication, 
approval of GATT. Congress should not even consider passage of this bill without 
having GATT before it. 

As the Supreme Court stated in Buttefield v. Stranahan, 192 U. S. 525: “The 
power to regulate commerce with foreign nations is expressly conferred upon 
Congress, and, being an enumerated power, is complete in itself, acknowledging no 
limitations other than those prescribed in the Constitution.” 

An analysis of GATT and OTC will readily show why Congress should not 
delegate its constitutional powers by direction or indirection to this international 


a i 


y. 

In its preamble (which will now become Article I) GATT lists its broad objects: 
“raising standards of living, ensuring full employment and a large and steadily 
growing volume of real income and effective demand, developing the full use of 
the resources of the world and expanding the production and exchange of goods.”’ 
To this was added this proposed language in 1955: “‘and promoting the progressive 
development of the economies of all the contracting parties.” [Italics ours.] These 
objectives are to be accomplished “by entering into reciprocal and mutually 
advantageous arrangements directed to the substantial reduction of tariffs and 
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other barriers to trade and to the elimination of discriminatory treatment in 
international commerce.” 

This article I sets the theme for GATT: an international organization which is 
actually an attempt at a world trade government in which we are merely a satellite 
having 1 vote in 35. 

As a member of GATT we subscribe to at least one objective we have refused 
to espouse in our own domestic legislation. In the Employment Act of 1946 
Congress was careful not to declare it to be the policy of the Federal Government 
to “ensure full employment,” but instead ‘‘to promote maximum employment,” 
and there is a world of difference between those two phrases. To ensure full em- 
ployment—which means to ensure everyone’s having a job at all times—a nation 
must of necessity be either socialistic or communistic. Where everyone works for 
the state, jobs can be guaranteed or “ensured” for all. On this point consider this 
excerpt from the Constitution of Soviet Russia, chapter X, article 118: 

“Citizens of the USSR have the right to work, that is, the right to guaranteed 
employment and payment for their work in accordance with its quantity and 
quality. The right to work is ensured by the socialist organization of the national 
economy * * *’ [Italics ours.] 

Under article II each member shall accord nondiscriminatory treatment to all 
other members with respect to import and export duties (with few exceptions). 
This seems to mean that if we make a specia al trade concession to Haiti, Com- 
munist Czechoslovakia must be accorded the same treatment. If this be so this 
provision presents a direct conflict with the policy of the Congress us expressed in 
the trade agreement statute, that Communist controlled countries shall not receive 
benefits of reduced trade agreement rates. To get out of that difficulty it was 
necessary for the United States to get permission to withdraw Czechoslovakia 
from the list of nations entitled to most-favored-nation treatment. 

Under article III, no member shall alter its method of determining dutiable 
value or of converting currencies so as to impair the value of any of the concessions 
provided for in GATT. 

H. R. 6040 now before the Finance Committee of the Senate changes most of our 
existing laws on the subject of customs valuations which were in effect at the time 
GATT was negotiated. If H. R. 6040 becomes law it may be found to be a viola- 
tion of article III of GATT and will require at least the giving of compensatory 
concessions to any country interested. 

Under article IV imported products must be treated the same as domestic prod- 
ducts regarding all laws affecting their internal sale. There is a specific provision 
that would prohibit Congress from requiring that a certain proportion of a given 
product must be supplied from domestic sources. 

Under article VI a member may levy a special dumping duty if dumping by an 
export nation threatens the domestic industry—a provision generally in accord 
with our domestic dumping statute. On countervailing duties, however, the 
GATT requirement “material injury”’ to a domestic industry is not found in our 
law. 

Quoltas—Embargoes—Price supports.—In this area GATT and our domestic 
policies and laws are in direct conflict. GATT has decided that the United States 
violates the general agreement article II and article XI when it applies quotas or 
fees under section 22 of the Agricultural Adjustment Act of 1933, noting that 

“The United States Government has taken positive steps aimed at reducing 
1955 crop supplies by lowering support price levels, or by imposing marketing 
quotas at minimum levels permitted by legislation,” and has assured GATT that 
“the United States will discuss proposals under section 22 with all countries 
having substantial interest prior to taking action.” 

Under this same prohibition against quotas the United States has been attacked 
and has been compelled to give compensating concessions where it obtained a 
waiver to impose quotas on dairy products. In return GATT authorized the 
Netherlands Government to suspend the application to the United States of its 
obligations under the general agreement to allow hte United States to supply 
Netherlands a limit of 60,000 metric tons of wheat flour during the year 1955. 
(See decisions, 3d supplement, basic instruments and selected documents of the 
General Agree ment on Tariffs and Trade, Geneva, June 1955, p. 46.) This = 
spite of the provisions in section 22 of the Agricultural Adjustment Act that “ 
international agreement entered into by the United States shall be applied a a 
manner inconsistent with this section.” 

In this area GATT is in direct conflict with our farm price “ie ort Ss 
formulated by Congress. It ereates a definite conflict with H. 7925, 

8954, H. R. 9595, and others. 
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Although no waiver has yet been requested, it is probable that our xport 
Control Act of 1949 also violates article XI. This act authorizes the President to 
prohibit or curtail export of any materials in order to protect the national security, 
or protect the domestic economy from excessive drain of scarce materials, or fur- 
ther the foreign policy of the United States. The act was originally scheduled to 
terminate June 30, 1953, and was subsequently renewed for another 3 years until 
June 30, 1956. If it is again renewed, one could hardly say it represents ‘‘tempo- 
rary”’ legislation, and there would be a question as to whether it was being ‘‘tempo- 
rarily applied’”’ so as to come under the article XI exemption. But the exemption 
applies only to restrictions ‘‘temporarily applied to prevent or relieve critical 
shortages of foodstuffs or other products essential to the nation involved.””, GATT 
thus cuts down the scope of Presidential action permitted under the congressional 
declaration of policy. 

With so many provisions of GATT at variance with domestic policy or requiring 
approval or direction of domestic policy by the OTC-GATT, the question might 
well be raised as to whether it is not wiser to stay out of such an organization that 
will impede our domestic action, and enter into agreements on a point-by-point 
basis that is in keeping with congressional regulation of foreign commerce pro- 
vided by the Constitution. 

Under article XI, any nation that does place import quotas on agricultural 
products and receives an exemption because it similarly restricts domestic produc- 
tion must maintain the same ratio between the two as existed prior to the restric- 
tions. Under article XIII, proper trade volume proportions among importing 
nations must be maintained when import quotas are invoked. It is probable 
that the OTC would supervise both these procedures to ensure that importers 
did not suffer. Article XIII provides that a member shall consult with OTC 
regarding adjustment of such oe ore on request. 

he interesting thing about GATT’s quota ban is that apparently the United 
States is one of the very few of the members that would be forced to ask for a 
waiver—most of the rest have built-in exemptions either in article XI, XII or 
XVIII. Article XII permits quotas where needed to prevent serious decline in 
monetary reserves or to increase them if they are low. Thus no so-called soft 
currency nation need worry about waivers when it imposes quotas. Article 
XVIII provides that increased tariffs or quotas may be used for economic develop- 
ment — by underdeveloped countries if the prior approval of OTC is 
obtained. 

Article X VI deals with subsidies. There probably is inevitable conflict between 
these GATT regulations and our domestic subsidy program. It is provided that 
if a member maintains a subsidy which increases exports or decreases imports of 
any product, a report must be made to OTC. If the subsidy is causing a serious 
prejudice to another member’s trade, consultations must be held. Recently 
added language would ban the use of export subsidies on nonprimary products or 
manufactures after January 1, 1958. Export subsidies on primary products may 
continue to be used but they must be applied so that the subsidizing country 
will not acquire more than an “equitable share” of the world export trade in that 
product. Just who determines this “equitable share’’ is left unsaid, but of course 
it would be the OTC-GATT. 

Article XIX is the so-called escape clause provision. It provides that if as a 
result of unforeseen developments and of obligations incurred under GATT, a 
product is being imported into a country in such increased quantities and under 
such conditions that serious injury is caused or threatened to domestic producers, 
a member is permitted to suspend the obligation or modify the concession. If 
this is done, other affected members can suspend substantially equivalent conces- 
sions if the OTC approves. This “escape clause’’ differs from the one written 
into our own tariff laws by Congress (Trade Agreement Extension Law 1951), 
in that, in order to suspend the effect of a concession, it is only necessary under our 
law that a product, as a partial result of the concession, is being imported into the 
United States in such increased quantities that serious injury is caused or threat- 
ened to the domestic industry producing like products. No “unforeseen develop- 
ments” are required as under GATT. It is therefore entirely probable that we 
could take advantage of the escape clause in our own Jaw and still be in violation 
of GATT. The conflicting interpretations of the two provisions may be measured 
by the storm of protests and second guessing on the facts by Member countries of 
GATT following each of the few instances in which the United States has taken 
action to protect its own industries from injury under the escape clause provision 
of our laws. 
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Under the new language of article XXVIII, concessions are open for with- 
drawal or modification only once every 3 years starting January 1, 1958. How- 
ever the OTC may at any time, in special circumstances, authorize a member to 
enter into negotiations for modification or withdrawal, such negotiations to be 
supervised by OTC, 

he new article XXIX (of GATT) gives OTC authority to sponsor tariff 
negotiations. Although no member is obligated to participate in such negotia- 
tions, the “‘moral suasion”’ of paragraph 2 (b) of the article is of interest: 

“The contracting parties recognize that in general the success of multilateral 
negotiations would depend on the Peete of all contracting parties which 
conduct a substantial proportion of their external trade with one another.” 


Thus it could be said that a United States refusal to participate in negotiations 
sponsored by OTC would be in violation of the spirit of GAT" : 

Under the new article X XX, if a nation does not agree to amendments to articles 
IV to XXX of GATT already accepted by two-thirds of the members, it can be 
eased out of OTC, cr remain a member, at the discretion of OTC. 

Article XXV provides for OTC, which carries out the provisions of GATT as 
well as other activities set up by the OTC Agreement. 

It is most interesting to note here that although we can keep Communist China 
out of the United Nations through use of the veto, we would be powerless to ban 
Red China from OTC discussions if two-thirds of the membership voted against 
us. Furthermore by a two-thirds vote Red China could be admitted as a member 
of OTC-GATT if she wished. OTC-GATT is an attempt at a world trade con- 
stitution without a bill of rights. 

Next we come to article 13, where we find that waiver of an obligation under 
GATT can be granted by OTC if approved by a two-thirds majority, such major- 
ity to comprise more than half of the members. Congress thus delegates to OTC 
the power to allow any member to violate any provision of GATT. Such a dele- 
gation is unconscionable. 

Let us briefly catalog at least some examples of the extent to which Congress 
would delegate its rights under OTC-GATT. 

1. Delegation of authority as to what questions of international trade and 
commercial policy to study, what recommendations to make, and what propa- 
ganda to publish in keeping with GATT’s broad world-trade-state objectives 
(OTC art. 3, GATT new art. I). 

2. Delegation of authority to permit or forbid the United States to levy a dump- 
ing duty if dumping in the United States by another country injures an industry 
in a third country—say Cuba (GATT art. VI). 

3. Delegation of authority to permit or forbid the United States to enact import 
quota legislation. A general national policy against import quotas is one thing. 
Having to ask OTC for permission to enforce our laws—such as section 22 of the 
Agricultural Adjustment Act—is quite another. Enactment of H. R. 8954 or 
similar legislation would send us on our knees to OTC again. 

4. Delegation of authority to permit or forbid the United States to enact any 
other legislation contrary to provisions of GATT (OTC art. 13). 

5. Delegation of authority to obtain from the executive branch of our Govern- 
ment numerous reports on various matters, including the steps taken in pursuance 
of the various provisions and policies set forth in GATT (e. g. GATT art. VII— 
Valuation for Customs Purposes; GATT art. X, XVII). 

6. Delegation of authority to cause the United States Government to review 
the operation of its laws and regulations in the light of provisions of GATT 
(GATT art. VIII). 

7. Delegation of authority to decide whether the United States, through giving 
subsidies on the export of a primary product, is gaining more than an equitable 
share of world export trade in that product (GATT art. XVI). 

8. Delegation of authority to permit or forbid the United States to suspend 
substantially equivalent concessions if another nation invokes GATT’s escape 
clause (GATT art. XIX). 

9. Delegation of authority to decide whether the United States can put into 
force a customs union or free-trade area (GATT art. XXIV). 

10. Delegation of authority to force the United States to confer with a nation 
designated by OTC in addition to the nation with which the concession was origi- 
nally negotiated if we wish to modify or withdraw a trade concession at the end 
of its term. 

11. Delegation of authority to decide whether the United States is actually in 
violation of any provision of GATT, and to direct us to take corrective measures. 
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That is one meaning of article 3 of OTC, saying that OTC will “administer” 
GATT. There is no appeal from OTC’s interpretation of the facts. In the 
United States violation of a law would be determined by the courts. Not so 
here. This is contrary to our entire constitutional concept of justice. 

We realize that H. R. 5550 comes before this committee as part of the President’s 
program. But on that point we ask your indulgence for other quotations from 
the Panama Refining case, page 418 and at page 420: 

“The Congress left the matter to the President without standard or rule, to be 
dealt with as he pleased. The effort by ingenious and diligent construction to 
supply a criterion still permits such a breadth of authorized action as essentially 
to commit to the President the functions of a legislature rather than those of an 
executive or administrative officer executing a declared legislative policy.” 

“The question whether such a delegation of legislative power is permitted by 
the Constitution is not answered by the argument that it should be assumed that 
the President has acted, and will act, for what he believes to be the public good. 
The point is not one of motives, but of constitutional authority, for which the best of 
motives is not a substitute.”’ (Italics ours.) 

And also from the Schechter case, in striking down the ‘“‘codes of fair competition” 
sections of NIRA as unconstitutional delegations of authority, page 537: 

‘‘But Congress cannot delegate legislative power to the President to exercise an 
unfettered aiscretion to make whatever laws he thinks may be needed or advisable 
for the rehabilitation and expansion of trade or industry.” 

We think the conclusion forced upon us by a study of section 350 is that Con- 
gress never intended the President to use it as a basis for joining an association 
of “contracting parties” governed by majority rule without veto, amounting in 
every sense of the word to an international organization even though not de- 
nominated as such. 

If OTC-GATT were made into a purely advisory international trade body 
without power to compel action; with no rulemaking power; with no decision- 
making authority ; with no authoritative regulatory power; with no voting; with no 
sanctions, and with no compulsion, it might be useful as a tribunal which could 
hear governments and individuals alike, and advise the governments as‘to the 
best course to follow to simplify, amplify and promote international trade. 

It is not necessary to have finality of judgment or enforcibility of decree 
which in the last analysis cannot be enforced, and can only impel a noncomplacent 
nation to walk out. 

Respectfully submitted. 

Tue AMERICAN Bar ASSOCIATION, 
By Ausert MacC. Barngs, 
Designated Representative. 


Nott.—It might be well for the Congress to consider the situation of the secret 
treaty and executive agreement culminating in the Lansing-Ishii Agreement 
with Japan in 1905. Mr. Lansing told your Foreign Relations Committee that 
the agreement had no binding force on the United States—but it took an inter- 
national conference, two complete treaties and a series of notes to get rid of it in 
1921. (See Constitution of the United States of America, revised and annotated 
1952 by Edward S. Corwin, editor, p. 426.) 


Mr. Barnes. That is to call attention to the fact that in at least 
one of the leading cases on the question of delegation of authority by 


ane the late NIRA, the Chief Justice of the Supreme Court 
said: 


The question whether such a delegation of legislative power is permitted by the 
Constitution is not answered by the argument that it should be assumed that the 
President has acted, and will act, for what he believes to be the public good. The 
point is not one of motives, but of constitutional authority, for which the best of 
motives is not a substitute. 


In approaching this question, I mindful of the fact that H. R. 5550 
is of itself a seemingly innocuous bill. Yet H. R. 5550, of itself, dele- 
gates an authority, an authority which I believe Congress alone has the 
right to exercise; that is, the authority to the President to join the 
United States in an international tribunal or group which is designed 


to, and does, usurp the power of Congress as that is delineated in the 
Constitution. 
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Now, I do not want you to consider that I am quibbling about it. 
In H. R. 5550 it is the delegation of power. Nobody else probably 
could receive a delegation of power to join an international organiza- 
tion except the President, but has the Congress any right to designate 
or delegate a power without accompanying it by an understandable 
legislative principle as that has been defined in numerous cases in the 
Supreme Court? In the first place, H. R. 5550 itself gives the right 
to the President to fix expenses, to join an organization, not to join it 
himself but to put Uncle Sam in as a member of an organization to 
engage in the administration and implementation of GATT. GATT 
has never been before Congress. It has not been offered as a treaty to 
the Senate. It has no status other than as a protocol of application. 
Nobody, as far as I can find, has ever officially approved GATT 
whether in the United States or elsewhere. Yet it has been used as 
the basis for an attempted grant of authority to the President to join 
an organization, the avowed purpose of which is to administer and 
implement GATT. 

It is like authorizing your boy to join a club without knowing what 
the rules are going to be, without knowing whether it may be accused 
rightly of being a subversive organization, and in which they can 
change the rules to suit themselves not before he gets in but after he 
gets in, and he has no other way of opposing it than getting out, 
taking a walk. 

In this same H. R. 5550 the authority is given to this organization, 
OTC, to fix salaries, to appoint representatives, to pay them, to 
create as many employees as he wants. Nothing is said in that bill 
about the intestines of the thing that he is going to be authorized to 
join, and what are they? The OTC has been spoken of as an in- 
nocuous piece of legislation. ‘It has no vitality of itself,’’ say the 
proponents. ‘It is just a making of an outside office to administer 
something else. It is an administrative necessity.”’ 

Well, I will grant that GATT needs, sadly needs, an administrative 
office of some kind, because the administration of the State Depart- 
ment has been unsatisfactory to a great many people. 

The OTC is not innocuous. It provides in its own phraseology 
that “The Organization for Trade Cooperation (hereinafter referred 
to as ‘the Organization’) is hereby established to further, as pro- 
vided for in the General Agreement and herein the achievement of 
the purposes and objectives set forth in the General Agreement on 
Tariffs and Trade,”’ hereafter known as GATT. There is nothing in 
that that is other than an authorization to administer something, 
something which this Congress has never had placed before it and 
does not have, strictly speaking, before it now. 

The provisions of this OTC cover in article X (b) and article XIII 
and article XIV (a), and (b), provisions that give them the power to 
exercise the authorities vested in GATT by a so-called trade agree- 
ment under section 350 of the Tariff Act of 1930. Not only that, but, 
if you will read GATT carefully as it is proposed now, the newest 
edition of GATT, vou will find that that new edition of GATT has 
in it references to the powers and duties and prerogatives of this 
OTC. They are tied together inextricably by their own prhaseology. 
One cannot be considered without the other. 

Then we come to the question of whether there is any legal authority 
for an organization of this kind. Certainly the sovereignty that is 





ORGANIZATION FOR TRADE COOPERATION 385 


claimed to have vested in the President is supported by extremely 
weak arguments, if we go back to the time of the organization of this 
country and remember that the Declaration of Independence and 
the Constitution both vest it in the people, not in an officer, not in a 
Continental Congress, not in the individual colonies; but in ‘“‘we the 
eople,’’ all the sovereignty of the British Crown. It didn’t descend 
ike a dove and land on the executive department alone. It de- 
scended to the people. They wrested it away. It didn’t come down 
and just float in. It was wrested from the British Crown, and then 
the people, when they wrote their Constitution, establishing their 
form of Government, start out by saying, ‘‘We, the people of the 
United States.” They are sovereign. They are the only sovereign, 
and nothing that is outside that Constitution, nothing that is not 
delegated by the people in that Constitution can be considered the 
establishment of any sovereign right in the President, either directly 
or as an incident to make a contract or agreement or pact with a group 
of foreign nations in which the United States is forced to occupy a 
minority position. 

There is no such power given to the President in the Constitution, 
and it might be well for us, in view of the fact that this Congress is 
the keeper and the guardian of this Constitution to remember what 
it says. 

Section 1 provides that ‘‘All legislative powers herein granted 
shall be vested in a Congress * * *” 

Article I, section 8, provides: ‘““The Congress shall have power to 
lay and collect taxes, duties, imposts * * *” and so forth. 

Article I, section 8, clause 3, provides “Congress shall have 
power * * * to regulate commerce with foreign nations, and 
among the several States, and with the Indian Tribes.” 

Then, turning to article II, section 2, clause 2, under powers of 
the President, the only power given to the President in the Con- 
stitution that has to do with trade with foreign nations is: 

He shall have Power * * * to make Treaties, * * * 


and that was hedged about with the necessity for consulting with the 
direct or indirect representatives of the people, the Senate, before 
he could make a legal treaty. 

That is the only power he has and it cannot be argued that there is 
any implied sovereignty in the President. If he didn’t get it in the 
Constitution, he doesn’t have it. -The people still have it. 

Now, that brings us inevitably to this question: OTC has powers 
to do certain things in itself as provided in those sections I have cited. 
GATT has given to OTC the power to do other things of itself, so that 
when you delegate a power to join OTC, it is not the innocuous thing 
that the State Department would have us believe. It is not employ- 
ing @ manager and a group of stenographers for GATT. It is setting 
up a power outside of and beyond the control of the United States 
and beyond the control because it purports to administer something 
which for some strange reason the State Department has never seen 
fit to entrust to Congress. 

That brings us back to the question whether this Congress under 
its right to delegate certain of its powers, even legislative, did so in 
advance in the Trade Agreement Act of 1934. 

The CuatrMan. Does that complete your statement? 

Mr. Barnes. No. 
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The Cuarrman. Allright. Proceed. 

Mr. Barnes. I was present during all of that controversy over the 
Trade Agreement Act of 1934, and, when Secretary Hull presented 
the original power, the provisions of section 350, he did not present it 
in the style in which it is now being interpreted. He presented it as 
a vehicle for Yankee trading with only the nations who were the prin- 
cipal suppliers of certain merchandise to the United States. It wasn’t 
6 months before the State Department broadened that to treat it as 
they liked. Now we come to the second attempt of the State Depart- 
ment to bypass or overrule or get approval of this General Agreement 
on Tariffs and Trade, not directly by submitting that document to the 
people, to the Congress and enabling Congress to call witnesses to say 
what they want, no, but by subterfuge, a roundabout piece of legisla- 
tion that, if it may be characterized, is sneak legislation because in 
it there is nothing said about the principles contained in 69 printed 
pages of GATT, not a word. 

Now, in order to appreciate what it is proposed that Congress do, 
perhaps a look at the decisions of the Supreme Court having to do 
with delegated powers might be helpful. 1 am reminded at that stage 
of the statement by Mr. Justice Frankfurter in a recent case of the 
Youngstown Sheet & Tube Co. v. Sawyer (343 U. S. 579), having to 
do with the seizure of the steel mills, in which the learned Justice 
said: ‘‘The accretion of dangerous power does not come in a day. 
It does come, however slowly, from the generative force of unchecked 
disregard of the restrictions that fence in even the most disinterested 
assertion of authority.” 

There is in the Trade Agreements Act of 1934 not one word of which, 
by twisting meanings or by straight out interpretation, can be con- 
strued as giving the President or any delegatee the power to engage 
the United States as a member of an international group, not a word. 
That delegation of authority in section 350, the Trade Agreements 
Act, is limited to two things. The President is authorized by Congress 
to enter into foreign trade agreements with foreign governments or 
instrumentalities thereof and (b) to proclaim such modification of 
existing duties and other import restrictions of existing customs or 
excise treatment as are required or appropriate to carry out those 
agreements. 

Then there is fixed a limitation of 50 percent on the change which 
can be made in rates of duty, and the provision that there shall not 
be any transfer of merchandise from the free lists or dutiable lists, or 
vice versa. That is the only power that can be read into section 350, 
and it is significant that an analysis of the phraseology does not dis- 
close any words that would carry the idea that Congress was delegat- 
ing to the President a right to substantially control foreign trade 
which is entrusted by the Constitution to Congress alone. 

Our position is that the President has exceeded his authority given 
in section 350. He has created or helped to create and has joined an 
international organization in which we have, as the United States, 
1 vote out of 35, no veto. 

The Cuarrman., I think you are referring to paragraph 3 on page 
8, are you not? 

Mr. Barnes. Yes, thank you. With no veto and where we sub- 
scribe to a permanent policy of tariff reduction. We deprive our 
legislative representatives of control of our own foreign trade policies. 
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We commit the United States to reveiw its tariff position and rates 
and policies at the request of any one of them. 

Now, I respectfully submit that Congress never intended that such 
a thing could happen out of the phraseology it gave in the original 
Reciprocal Trade Rebesmsaie Act. It never even contemplated such 
a thing as the organization of a foreign tribunal or body with power 
over the trade affairs of the United States, with the right to say, 
“You can’t issue embargoes; you can’t operate section 22 of your 
Agricultural Industrial Act; you can’t change your own currency 
situation; you can’t do certain things in your internal taxation nor in 
ae marking of foreign merchandise, nor in the basis of customs 
valuation, nor in the antidumping laws, nor in the counter-duty on 
subsidy, nor on embargoes or quotas.”” And I am mindful of the 
fact that there are 4 or 5 or 6 bills before Congress today seeking to 
establish quotas. You can’t have your cake and eat it too. Those 
bills are in direct contradiction of the commitments that have been 
made for the United States by the State Department. 

You can’t engage in subsidies, and there are certain questions that 
arise there. What happens if we, by foreign aid, give a million dol- 
lars to country A, and country A uses that for the purpose of manu- 
facturing products Y, and they ship product Y back to the United 
States? That is a subsidy in reverse. Certainly it has tremendously 
lowered the active cost of production of that foreign merchandise 
because it was made entirely at our own expense. 

Now, that is only one of the examples that can be given. 

We cannot give subsidies or grant emergency action on certain 
imports—that is the escape clause—without giving compensation to 
somebody that demands it, and I think it is high time that the United 
States started standing on its own feet and doing what it intends to 
do for the benefit of the people of the United States and not in order 
to create a new planned lores -trade economy. 

In presenting this, I would like to call attention to page 10 of this 
so-called brief, which is not a brief but a collection of ideas. On 
page 10 I have set up the structure of the OTC assembly, and the 
similarity between that, section by section, with the sections of the 
ITO which was withdrawn by the State Department because of public 
disapproval. 

As to the principle upon which a delegated authority may be exer- 
cised, it is a very delicate sceenuhonal thing to have entered into 
contracts or agreements, whether they are authorized or not, and 
then say at the last, ‘‘Well, no, we didn’t mean that. We are going 
to withdraw.” 

I am not presenting such a proposition to Congress. I want this 
presentation limited to the fact that, whatever may be said about the 
legality, the constitutionality of section 350 as it applied to bilateral 
agreements, there is a far cry from a Yankee trading of concession for 
concession within the limits, the yardstick laid down by Congress, and 
this thing called GATT that transfers all the thinking on foreign 
trade to a foreign orgarization in which once a party always a party, 
or walk out with tremendous loss of prestige, if nothing else. 

As to this approval, you do not need OTC to have any powers. 
You have given certain powers that can be used in bilateral agree- 
ments. Sit down on any effort to take over the administration of our 
foreign trade into a foreign body where you can’t take it back except 
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by walking out. Once you are in, you are there for keeps, and I 
don’t believe that Congress ever intended such an interpretation of its 
original action in the Reciprocal Trade Agreements Act. That is all. 

Mr. Mitts (presiding). Does that complete your statement, Mr. 
Barnes? 

Mr. Barnes. Yes. 

Mr. Mitts. Are there any questions? 

Mr. Jenkins, of Ohio, will inquire. 

Mr. Jenkins. Mr. Barnes, I should like to ask you a question or 
two. As I understand it, you are speaking for the American Bar 
Association, are you not? 

Mr. Barnes. Yes, sir, and I want a word of explanation. There 
was only one man in the house of delegates that opposed this resolu- 
tion, and he only wanted it transferred to a different committee. 
When the vote was taken he did not vote against this resolution, and 
the vote was unanimously in favor of it. 

Mr. Jenkins. Now, when was that vote taken, about how long ago? 

Mr. Barnes. At Philadelphia. 

Mr. Jenkins. When? 

Mr. Barnes. In August 1955. 

Mr. Jenkins. You then, I take it, were officially designated to 
prepare this statement and bring it to us? 

Mr. Barnes. Yes, sir. 

Mr. Jenkins. Then I want to ask you again, what experience, if 
any, have you ever had with the Government, with the State Depart- 
ment, or with any activities of American business abroad? Have you 
had experience like that? 

Mr. Barnes. Personally, you mean? 

Mr. Jenkins. Yes. 

Mr. Barnes. Well, do you want me to step outside my capacity as a 
representative of the American Bar Associatioa? If so, I will be glad 
to answer that. 

Mr. Jenkins. No; I simply wish to know your background with 
respect to this problem. 

Mr. Barnes. My experience in matters of this kind has been very 
broad and very long, maybe too long. I have been actively engaged 
in foreign trade matters and customs, both here and in some other 
countries, for something over 46 years both in the Government as 
assistant to the Attorney General, and for private interests; in the 
customs courts, the Federal courts, the Tariff Commission, and in the 
administrative offices of the Treasury having to do with customs 
matters, like the Bureau of Customs. 

Mr. Jenxrns. I have another question just for information for the 
record. The house of delegates of the American Bar Association is a 
committee of the bar association; is it not? 

Mr. Barnes. The house of delegates is the ruling body of the 
American Bar Association just as Congress is of the United States. 

Mr. Jenxrins. Thank you. 

Mr. Mitts. Are there any further questions? 

Mr. Karsten, of Missouri, will inquire. 

Mr. Karsten. Mr. Chairman, during the statement by Mr. Barnes, 
he referred to an example where he referred to product Y that would 
be manufactured in a foreign country and sent to the United States 
to the economic disadvantage of the United States. Could you give 
me an example, sir, of product Y, a definite example of such a product? 
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Mr. Barnes. Yes. One that I have been reminded of is that we 
supply the money to build up textile mills and ceramic production in 
Japan, and now it is coming back here. Our money was used to do 
it and now it is coming back here in direct competition with American 
production, and the two industries are raising an awful squabble and 
want to have an embargo or a quota placed on it. I don’t see how 
they can unless Japan is given a very substantial concession in return 
for it. I don’t see how you can stop cotton. Other examples will be 
found in this basic instrument of general agreement on GATT. 

Mr. Karsten. You cite this as an economic disadvantage to the 
United States. Are you citing these things as economic disadvantages 
to the United States? 

Mr. Barnes. Well, that depends on whether one is looking at one 
section of the country or the one that gets put out of business. 

Mr. Karsten. Let us look at the overall picture. Do you think 
that that is detrimental to the economic position of the United States? 

Mr. Barngs. I certainly do. 

Mr. Karsten. The overall economic picture of the United States? 

Mr. Barnes. Mind you, I am not expressing the opinion of the 
American Bar Association in answer to your question because it has 
never been discussed. We are not interested. It is not that we are 
not interested, but we have no authority to talk about the economic 
aspects of this. 

Mr. Karsten. I might remind you, sir, that you brought that in in 
your example. That is why I raised the question. I did not notice 
that you were wearing two hats as you came in, but I am happy to 
know that you are testifying as an individual. 

Mr. Barnes. I brought that as an example of what can happen 
under H. R. 5550, OTC and GATT, that combination of planned 
foreign trade. 

Mr. Karsten. In your personal opinion, then, it is disadvantageous 
to the economic structure, the overall economic structure of the 
United States, and this entire program is not advantageous at all; is 
that correct? 

Mr. Barnes. Well, the question is best answered by another ques- 
tion. Suppose we gave, under this policy, a gift to Egypt to raise 
more long staple cotton and they sent it back, after they raised it, to 
the United States. Isn’t that subsidizing? 

Mr. Karsten. I am asking you if that is detrimental to the overall 
economy of the United States? 

Mr. Barngss. I certainly think it is, as many, many people have 
testified. 

Mr. Karsten. You think that a program of that kind is detri- 
mental to the overall economy; is that correct? 

Mr. Barnes. Now, how much do you include in that program? 

Mr. Karsten. I said the overall economy of the United States. 

Mr. Barnes. No; what do you mean by “program”? A program 
to give away mone 

Mr. Karsten. The example that we are talking about, sir, where 
you have this question of product Y. That is what we are talking 
about. They are your words, not mine. You take the position that 
such a program is detrimental to the overall economy of the United 
States? Am I correct in that assumption? 
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Mr. Barnes. If the product of it comes back to the United States; 

yes. 
; Mr. Karsten. I might give you some statistics on the total national 
product around 1933 which was about one-fifth or one-sixth of the 
$400 billion economy that we have today. I just wonder why it is 
that our economy continues to expand if this program is so terribly 
detrimental. 

Mr. Barnegs. That is outside my territory today. 

Mr. Karsten. That is definitely in the territory of Congress and 
a question we will have to resolve before we can come to a conclusion 
on this legislation which the President has recommended. 

Mr. Barnes. I have been talking about the legal phases of it. 
If Congress wants to subsidize Timbuktu, it is Congress’ business, 
but let them say so and say how much and who is going to administer 
it and why and under what conditions. Don’t give a blank check. 

Mr. Karsten. I want to point out that it is the people’s business 
and that is what we are trying to transact here today. I take it that 
you are of the opinion that a program of this kind is detrimental to 
the overall economy of the United States. 

Mr. Barnzs. I don’t know what you include in the term “program”’, 
and therefore I cannot answer that. 

Mr. Karsten. A program of trade cooperation, such as we have 
been following. 

Mr. Barnes. Oh. The program of trade cooperation, if it were 
indulged in with a retention of the power of Congress to change it, 
might be all right, provided no authority was given for any organiza- 
tion outside the United States to decide anything which we had to 
abide by or give a forfeit, a penalty. That is exactly what the State 
Department says you have done or you did in 1934, and I don’t 
believe it, because I lived through the inside of that struggle. 

Mr. Karsten. Mr. Chairman, the witness’ answers are very 
helpful but quite long. I would like him to answer one final question. 
That is, whether or not you favor a return to the old Smoot-Hawley 
tariff that we had before the trade agreements. 

Mr. Barnes. Oh, I think that is a thoroughly political question 
and I wouldn’t want 

Mr. Karsten. Give a thoroughly political answer if itis. I would 
be glad to receive it. 

Mr. Barnes. I am not going to give you a political answer. I am 
not even going to discuss it from a political standpoint. I am here 
today to discuss, whether you be Democrat or Republican, the right 
of the people to have their Constitution remain inviolate. That is all. 

Mr. Karsten. I resent the implication that I am asking political 
questions. I might say to the gentleman that I have supported this 
program. I have a letter in my pocket from the President of the 
United States asking m rulsledans in the consideration of this 
legislation. Sir, I resent tans accused of asking a political question. 
I renew my question. 

Would you prefer to go back to the old Smoot-Hewley tariff or to 
continue under the reciprocal trade agreements program? 

Mr. Barnes. I won’t answer it. 

Mr. Karsten. What are you doing, pleading the fifth_amendment, 
sir? 
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Mr. Barnes. Not at all. Ah, that reminds me, though. How 
soon are you going, some of you maybe, to use that Constitution for 
ourselves? It is not unknown that a Member of Congress has used 
it on occasion, that old Constitution which is getting kicked around. 
You might be awfully glad—— 

Mr. Karsten. As a shield, my dear friend, and not as a sword. 

That is all, Mr. Chairman. 

The CuarrMan. Are there further questions? 

Mr. Byrnes, of Wisconsin, will inquire. 

Mr. Byrnes. This is just a matter of information. 

On page 8 of the brief which you filed, reference is made to two 
cases which you say are now pending in the court. Do I understand 
that those two cases, Morgantown Glassware Guild, Inc. versus 
George M. Humphrey, Secretary of the Treasury, and Star Kist 
Foods, Ine. versus United States, involve directly the point of con- 
stitutional authority purported to be granted under section 350 of 
the Trade Agreements Act to enter into GATT? 

Mr. Barnes. No; not directly. They involve the constitutional 
question of whether Congress had any power to delegate something 
that the courts have said was reposed in Congress and could not be 
passed out to an agent. 

Mr. Byrnes. The point I am getting at is this: We have this ques- 
tion which you raise, the constitutionality or interpretation at least 
of the State Department of the authority which was granted by the 
Tariff Act to enter into executive agreements such as GATT. I am 
wondering if that question will be resolved as far as the courts are 
concerned in their decisions in these two cases. 

Mr. Barnes. It is unfortunate. Both of them are suffering from 
a disease. One of them, the disease that as far as I know recently 
they can’t get money enough to finance an appeal of an adverse 
decision by the District Court of the District of Columbia. I don’t 
know anything about how that is going along. I have my own ideas 
about the question involved in that case. 

Mr. Byrnes. That is the Morgantown Glassware case, you mean? 

Mr. Barnsgs. Yes. 

Mr. Byrnes. There has been a decision entered by the District 
Court for the District of Columbia? 

Mr. Barnes. Yes, that they hadn’t any jurisdiction. 

Mr. Byrnes. No jurisdiction? So the issue wasn’t decided by the 
court at all. 

Mr. Barnes. The other case in which the jurisdiction which was 
meant and referred to in the Morgantown case, that is, the Customs 
Court—the jurisdiction there was invoked in this other case, the 
Star Kist Foods case. In that case the Government has moved to 
dismiss the action which was brought under section 516, being the 
Tariff Act of 1930, the absence of which for all the years between 1934 
and 1951 was the reason why nobody could get into court to contest 
the constitutionality of section 350. They couldn’t get in. I will 
explain that for you in a minute if you want it. But this other case, 
the Star Kist case, the Government has moved to dismiss on the 
ground that while the product complained of was tunafish in oil, the 
competing product was tunafish in brine, and they were not similar 
commodities. They have moved to dismiss, and the motion is not 
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without merit. So I do not know what the court will decide on it. 
Both cases involve the constitutionality of the basic section 350; yes. 

Mr. Byrnss. But there is no immediate possibility of a determina- 
tion by the court of that issue which has been a constant matter of 
conflicting testimony before this committee ever since I have been 
here. 

Mr. Barnes. Yes; but you see the trouble up to now has been 
that in Buttfield versus Stranahan, the Supreme Court talked too 
much. They didn’t necessarily need to say what they did. What 
they said, which applied to the case then at bar, was that no one had 
a vested interest to engage in foreign trade superior to the right of 
Congress under the Constitution to control for any reason or no 
reason. That has been misquoted in almost every case in which it 
has been cited since then, but that and the case of Louisiana against 
McAdoo and another case in which they mixed up the University of 
Illinois—— 

The CuarrmMan. Any further questions? 

Go ahead, please. 

Mr. Barnes. They were used as a basis for the claim that no Amer- 
ican manufacturer had a vested right to pursue the remedy of un- 
constitutionality, and while an importer might have such a right by 
reason of the fact that he would be deprived of his property by a 
different construction, no importers visited by Santa Claus every day 
in the year in the form of GATT or the reciprocal trade agreement 
was going to make any complaint, and he didn’t. So until Congress 
gave back the right to an American manufacturer to file a protest 
against the application of a rate of duty or a value in 1951, there was 
no forum which would take the case. 

Mr. Byrnes. Now there is a potential, and that is the issue to be 
decided by the courts? 

Mr. Barnes. Yes. 

Mr. Byrnes. Thank you. 

The CuarrMan. Any further questions? 

Mr. Harrison, of Virginia, will inquire. 

Mr. Harrison. Has the membership in the American Bar Associa- 
tion been polled on this question? 

Mr. Barnss. No. 

Mr. Harrison. Has the convention of the American Bar Associa- 
tion considered this question? 

Mr. Barnes. Yes. 

Mr. Harrison. Will you tell me about that? 

Mr. Barnes. The house of delegates of the American Bar 

Mr. Harrison. I am not asking about the house of delegates. The 
convention. 

Mr. Barnes. The house of delegates has all the power—— 

Mr. Harrison. I understand that, but I want to get an answer to 
my question. 

Mr. Barnes. Do you mean did they take a vote of every member 
of the American Bar Association? 

Mr. Harrison. No. Iam asking you this question: The American 
Bar Association has an annual convention. Has that convention 
considered this question? 

Mr. Barnes. No. When you say convention I want to know what 
you mean. There are two parts to a convention. 
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Mr. Harrison. As you know, the American Bar Association has 
an annual convention in which it adopts resolutions. 

Mr. Barnes. Yes. They have an assembly which is made up of 
all the members with certain classifications, and they have delegates 
which is superior to the board of directors and all of the officers of that 
organization. They meet at the same time. If the house of delegates 
has any doubt about anything, they can submit it to the assembly, but 
that is not a vote by individual members, the 60,000 lawyers; no. 

Mr. Harrison. | didn’t ask you that. I asked you if the con- 
vention of the American Bar Association has ever considered this 
question. It seems to me that is simple. 

Mr. Barnes. Yes; the convention in the form of the house of 
delegates, the ruling body, did. 

Mr. Harroson. That is, the assembly considered it. 

Mr. BarngEs. No. 

Mr. Harrison. Are you practicing law now? 

Mr. Barnes. Yes, very actively. 

Mr. Harrison. Do you have escape-clause cases for clients? 

Mr. Barnes. Yes, I had the watch case. 

Mr. Harrison. You represented the American watch interests? 

Mr. Barnsgs. Yes, sir. 

Mr. Harrison. Thank vou, that is all. 

The Cuarrman. Any further questions? 

Mr. Simpson. Yes, Mr. Chairman. 

The CHarrMAn. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. Mr. Barnes, on pages 22 and 34 there is a series of 
statements which seem to be delegations of authority to either OTC 
or GATT. Mr. Dulles, when he testified in reply to a question of 
mine, did not tell me any instance whereunder OTC there is a delega- 
tion of authority not now claimed to be held by the executive branch. 
Can you tell me of any delegations in the OTC which are not in GATT 
or in the executive branch, according to their practices? 

Mr. Barnes, did you hear my question? 

Mr. Barnzs. Yes, sir. I made some marks in this copy of GATT, 
which will answer it. 

Mr. Stmpson. The specific question is what new authority is being 
granted in OTC which is not now in GATT. 

Mr. Barnes. The right to grant waivers in exceptional circum- 
stances. That is not only in article XII of the OTC, but it also has 
been incorporated in GATT and required reference to OTC by any 
of the GATT members. 

Mr. Simpson. With respect to that, Mr. Dulles denies there is any 
need for additional authority. He did not tell us that that was a 
new delegation made by OTC. 

Mr. Barnes. It is a redelegation. It is delegating to the admin- 
istrative body—— 

Mr. Stmpson. Let me move on, then. Is this measure, if approved, 
in your judgment an affirmation or a recognition of authority pre- 
viously alleged to be made to GATT? 

Mr. Barngs. Yes, it is. 

Mr. Simpson. In other words, this is an endorsement of GATT, 
in your opinion? 

Mr. Barnes. Yes, it is. It says so. 
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Mr. Stwpson. Mr. Dulles in testifying said it was not an endorse- 
ment of GATT. 

Mr. Barnes. I disagree with him. I am glad, though, that he 
agrees with me on the sovereignty idea. 

Mr. Simpson. Let me go a little further on that. In your judgment 
would other countries be right in interpreting this as an endorsement 
of GATT? 

Mr. Barnes. Yes. 

Mr. Srmpson. Even though specifically the subject of GATT is 
not before us for study. 

Mr. Barnes. Yes, sir. 

Mr. Stmpson. Do you think it is intended that way? 

Mr. Barnes. I do. 

Mr. Srmpson. Thank you, sir. 

The CuarrMan. Any further questions? 

Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. Mr. Barnes, I just want toclearupa point. Iwas very 
happy to have gotten your brief ahead of time so I was able to read it 
over last night. I was not entirely sure whether you were making 
two points in regard to the constitutionality. I know you are makin 
the point of how the Congress has delegated its authority, but i 
wasn’t sure whether you were also trying to make the point of whether 
Congress could delegate its authority. 

Mr. Barnes. I didn’t intend to if I did. 

Mr. Curtis. Let me ask it in this way: Do you think the Congress 
could delegate its authority in this area if it spelled it out with certain 
guidelines and procedural setups? 

Mr. Barnes. I doubt it. Under certain conditions which can be 
well imagined, the answer would be “Yes,’’ but under certain other 
conditions, ‘‘No,” because the Supreme Court decision, the weight of 
authority, is to the effect that Congress cannot divest itself of a direct 
constitutional obligation imposed, unless—and the courts have con- 
strued this many, many times—unless such a delegation is accompanied 
by the announcement of an understandable legislative principle sur- 
rounded by limitations and containing a legislative yardstick which 
leaves to an administrator or to a delegate only the question of filling 
in the blank on facts. Certainly they have not done that in this 
legislation. 

Mr. Curtis. That is what I wanted to be sure of. I thought that 
is what you were directing your attention to. The manner in which 
the power has been delegated has these guidelines and so forth. You 
quote on page 24 from the famous Schechter case involving NIRA: 

But Congress cannot delegate legislative power to the President to exercise an 
unfettered discretion to make whatever laws he thinks may be needed or advisable 
for the rehabilitation and expansion of trade or industry. 

In other words, it might be possible in your version, and it certainly 
is in mine, that Congress could delegate its authority in these areas 
if it set up the procedures and set out certain guidelines whereby the 
Executive could function under those. 

Mr. Barnes. Yes, I think so. If perhaps they incorporated in 
GATT the right of veto, as they did in the United Nations, then 
Congress would have some authority to act through the representatives 
of the United States. Or if it gave to the United States representation 
in the Executive Committee of OTC and the Assembly of OTC and 
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in the Assembly of GATT based upon our percentage of normal world 
trade, but it doesn’t. If those things were put into such a delegation 
of eet I think one could be drawn that would comply with 
the law. 

Mr. Curtis. Thank you, Mr. Barnes. 

That is all, Mr. Chairman. 

The Cuarrman. Any further questions? 

We thank you, gentlemen, for your appearance and the information 
given the committee. 

(The following material was received from Mr. Curtis and included 
in the record at his request:) 


AMERICAN Bark ASSOCIATION, 
Chicago 37, Ill., October 6, 1955. 
AtBert MacC. Barnes, Hed.» 
New York 4, N. Y. 

Dear Mr. Barnes: Under authorization granted to me by resolution of the 
house of delegates, I am appointing you as representative of the association to 
appear before the appropriate congressional committees for the purpose of 
explaining the position of the association in respec: to H. R. 5550. 

indly let me know that you will accept this appointment. 
Cordially yours, 
E. Smytras GamBrReE I, President. 


AMERICAN Bar ASSOCIATION, 
Chicago 37, Ill., October 22, 1958. 


Hon. Jere Cooper, 
Chairman, Committee on Ways and Means, 


House Office Building, Washington, D. C. 


Dear Mr. CHarrMan: Enclosed is certified copy of resolutions submitted by 
the Standing Commiitee on Customs Law of the American Bar Association, and 
—— by the House of Delegates at the 1955 annual meeting of the association, 
held in Philadelphia, Pa., August 22-26, last. 

These are being sent to each member of the Committee on Ways and Means 
for information of the committee, and whatever action may be appropriate. 

Sincerely yours, 
Joseru D. STecHER, 
Secretary. 


EXTRACT FROM AMERICAN BAR ASSOCIATION'S REPORT OF THE STANDING COMMITTEE 
ON CUSTOMS LAW FOR AUGUST 1955 


Resolved, That the bill, H. R. 5550, authorizing the President to accept member- 
ship in the Organization for Trade Cooperation is hereby disapproved on the 
grounds (a) that the Reciprocal Trade Agreements Act of 1934 (Tariff Act of 
1930, section 35) confers no such power on the President, and (b) that neither 
the President, nor Congress has the legal authority under the Constitution, to 
delegate the regulation of our commerce with foreign nations to a foreiga con- 
trolled group, and the Committee oa Customs Law is hereby authorized on behalf 
of the American Bar Association to present these views to the Congress, and that 
the president of the American Bar Association be authorized to select a repre- 
sentative or representatives to appear before the proper congressional committees. 


(EXTRACT FROM THE AMERICAN BAR ASSOCIATION JOURNAL, NOVEMBER 1955, 1955 
ANNUAL MEETING, PROCEEDINGS OF THE HOUSE OF DELEGATES, P. 1078.) 


‘ = Barnes then moved the adoption of his fifth resolution, which reads as 
ollows: 

5. Resolved, That the bill, H. R. 5550, authorizing the President to accept 
membership in the Organization for Trade Cooperation is hereby disapproved 
on the grounds (a) that the Reciprocal Trade Agreements Act of 1934 (Tariff 
Act of 1930, section 35) confers no such power on the President, and (b) that 
neither the President, nor Congress has the legal authority under the Constitution, 
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to delegate the regulation of our commerce with foreign nations to a foreign 
controlled group, and the Committee on Customs Law is hereby authorized on 
behalf of the American Bar Association to present these views to the Congress, 
and that the president of the American Bar Association be authorized to select 
a representative or representatives to appear before the proper congressional 
committees. 

The purpose of this resolution, Mr. Barnes explained, was to put the House on 
record against H. R. 5550. This bill, he said, was an effort to revive a form of 
International Trade Organization, which the House of Delegates disapproved in 
1950 when that proposal was before the Congress, and involved an unconstitu- 
tional delegation of control of the nation’s fiscal policy by the Congress to an 
international body of 34 countries. 

Mr. Seymour, of New York, moved that the resolution be referred to the 
Section of International and Comparative Law. “It is obvious that this involves 
matters going beyond any technical questions of customs law,” he said. ‘I 
should think that all of us in the House would be advantaged by having this 
matter considered by one of the sections of the association. * * * It seems to 
me it involves questions too large to deal with so summarily.”’ 

Secretary Stecher announced that the board of governors had recommended 
that the resolution be adopted in view of the previous position of the association 
on the ITO. 


Mr. Barnes, speaking in opposition to Mr. Seymour’s motion to defer action, 
said that the matter would be before Congress when it reconvenes in January. 
Waiting until the next meeting of the association, he declared ‘‘will render what 
the section does or puts forth too late for herpicide or any other cide.” 

The House rejected Mr. Seymour’s motion to defer and then adopted the 
committee’s resolution. 

The CuHarrMan. The Chair is advised that Mr. Rubin and Mr. 
Gardner, who appear next on the calendar, have agreed to change 
places. Please come forward, Mr. Rubin. 


STATEMENT OF SEYMOUR J. RUBIN, ATTORNEY-AT-LAW, WASH- 
INGTON, D. C. 


Mr. Rusin. Mr. Chairman and members of the committee, my 
name is Seymour J. Rubin. Iam a resident of the District of Colum- 
bia and a member of the Washington law firm of Landis, Cohen, 
Rubin and Schwartz. I am a member of the District of Columbia 
Bar Association, the American Society of International Law, the 
American bar Association, and its Section of International and Com- 
parative Law; but I am appearing here entirely in a private and 
personal capacity to urge approval by this committee of H. R. 5550. 

At the outset, I ought to state the reasons for my interest in this 
matter. So far as I know, I represent no one who will be affected 
one way or the other by favorable or unfavorable action by the 
Congress on H. R. 5550. I have, however, for many years been inter- 
ested in the foreign economic policies of the United States. Until 
late in 1948, I was assistant legal adviser of the Department of 
State for economic affairs. 

I might say that I do not intend to make that as an admission 
against interest. I have also been rather proud of that. 

I have subsequently participated in the work of various organiza- 
tions on foreign economic matters. I participated specially as a 
member of the United States delegation at the International Court 
in The Hague, in the argument in 1952 concerning treaty rights in 
Morocco, particularly in relation to the economic aspects of that 
argument. And I was for some period of time in 1952-53 Deputy 
Administrator of the Mutual Defense Assistance Control Act, generally 
referred to as the Battle Act. 
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On the basis of this background and such experience as | may have 
had, I should like to address myself primarily to two aspects of the 
legislation now before the committee. 

Among the objections which have been made by various persons to 
the Organization for Trade Cooperation is that it repeats some or 
many of the sins of omission or commission, which were laid at the 
door of the charter for an international trade organization. That 
charter, as I am sure the members of the committee will recall, 
certainly Mr. Cooper, was brought before the Congress in 1948. 
Hearings were held on it before the House Foreign Affairs Committee, 
but the charter expired for want of substantial support. It has been 
suggested in some quarters—I think most recently by Mr. Barnes this 
morning—that the OTC represents an attempt to sneak the nose of 
the ITO under the tent of American foreign economic policy. 

Nothing, in my opinion, could be further from the truth. The 
charter of the ITO was conceived, whether mistakenly or not, in a 
much broader context than the context of the OTC. Administration 
of agreements such as the General Agreements on Tariffs and Trade, 
and consequential activities, were to be only one of the many functions 
of the ITO. The charter of the ITO contained provisions dealing 
with such matters as commodity agreements, full employment, cartel 
policy, and private foreign investment. It would be inappropriate 
here to argue the case for or against the ITO. What is important is 
that the OTC bears no resemblance to the projected ITO. The 
OTC is to be an organization which functions in a strictly limited 
field. 'To my mind, the basic virtue of the OTC is that it formalizes 
the administrative procedures for handling a multilateral trade agree- 
ment such as the GATT. This is, I believe, an advance, largely 
because the OTC will regularize and somewhat formalize procedures 
which otherwise are somewhat cumbersome. In addition, the OTC 
will make it possible for work to continue in the period between 
meetings of what are now contracting parties to the GATT. But 
these advances—and I earnestly believe that they are advances— 
are strictly limited and guarded. The provisions of the agreement 
for the OTC do not support the argument that it is in any substantial 
way similar to the projected ITO. 

In this connection I may refer to a report which was drafted by 
a subcommittee of the section of international and comparative law 
of the American Bar Association, which was set up specifically to 
study the OTC. This subcommittee, of which I had the honor to 
be a member, as did also Mr. Gardner, stated at page 7 of its report, 
as follows: 


The OTC agreement differs sharply from the charter for an International Trade 
Organization, which was submitted to the 8lst Congress, but allowed there to 
wither away. The ITO, in contradistinction to the OTC, was based on an 
extensive and substantive agreement, not merely on trade policy, but also on such 
matters as cartels and monopolies, commodity agreements, employment, economic 
development, and investment. It was these substantive aspects of the ITO charter 
that invited most attack. None of these provisions is present in the OTC agree- 
ment. 


In this connection, I should say that the report from which I have 
just quoted was the basis of a supplemental report adopted by the 
council of the section of international and comparative law of the 
American Bar Association, in which it was recommended, after con- 
sideration of the report of the customs law committee, that the resolu- 
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tion adopted in August 1955 by the house of delegates, should be 
rescinded and that H. R. 5550 should be taken under further considera- 
tion. 


I have with me copies of these two documents to which I have 
amanees ane I should be glad, if the chairman likes, to submit them for 
the record. 


The CHarrMAN. Without objection they may be included in the 
record. 


(Documents referred to follow:) 


REPORT OF SUBCOMMITTEE TO STUDY THE ORGANIZATION FOR TRADE COOPERA- 
TION OF THE COMMITTEE ON INTERNATIONAL TRADE AND INVESTMENT OF THE 
SECTION OF INTERNATIONAL AND COMPARATIVE LAW OF THE AMERICAN BaR 
ASSOCIATION 


1. In President Eisenhower’s 1956 State of the Union Message he urged ap- 
proved by the Congress of adherence by the United States to the Organization 
for Trade Cooperation. He stated: 

“Strong economic ties are an essential element in our free world partnership. 
Increasing trade and investment help all of us prosper together. Gratifying 
progress has been made in this direction, most recently by the 3-year extension 
of our trade-agreements legislation. 

“T most earnestly request that the Congress approve our membership in the 
Organization for Trade Cooperation, which would assist the carrying out of the 
General Agreement on Tariffs and Trade, to which we have been a party since 
1948. Our membership in the OTC will provide the most effective and expedi- 
tious means for removing discriminations and restrictions against American 
exports and in making our trade agreements truly reciprocal. United States 
membership in the Organization will evidence our continuing desire to cooperate 
in promoting an expanded trade among the free nations. Thus the Organization, 
as proposed, is admirably suited to our own interests and to those of like-minded 
nations in working for steady expansion of trade and closer economic cooperation. 
Being strictly an administrative entity, the Organization for Trade Cooperation 
cannot, of course, alter the control by Congress of the tariff, import, and customs 
policies of the United States.” 

On January 23, 1956, the President sent a special communication to congres- 
sional leaders of both parties strongly urging support of the Organization as 
“absolutely essential.’ 

The communication is a memorandum prepared for the Cabinet by Secretary 
of Commerce Weeks, in which it is emphasized that the OTC could not add to the 
obligations of the United States under GATT, could not abridge the powers of the 
Congress with respect to customs or import duties, and could not make tariff 
concessions or modify in any way the United States tariff structure. 

The object of the present report is briefly to consider some of the principal 
considerations involved in the President’s recommendation. 


BACKGROUND 


2. Intelligent discussion of the validity of the OTC legislation requires putting 
the matter in context. 

We take note at the outset of the Smoot-Hawley Tariff Act of 1930. Thousands 
of different tariff rates, phrased in the esoteric jargon of hundreds of different 
trades, were presented to the Congress for consideration and enactment. The 
result was a 10-month period of negotiation and drafting in the Congress, which 
is even now recalled by those who participated in it as a nightmare. Cotaraenmida 
were besieged by scores of constituents; they were asked to pass intelligently, in 
the midst of other legislative duties, on minutiae on which they could not possibly 
become expert. Senator Vandenberg remarked: “Tariff rate making in Congress 
is an atrocity. It lacks any element of economic science or validity.” 

3. At the present time, the impossibility of tariff ratemaking by the Congress 
is an established fact. It is a burden which would compel neglect of more pressin 
legislative matters. The Congress would sit as a highly paid, enormous, an 
inevitably nonexpert group of rate technicians. Matters of vital importance to 
the Congress and the country would never be reached. 

4. The mainstay of our economic policy is embodied in the Reciprocal Trade 
Agreements Act, under which it was proposed that the United States should lower 
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its tariff rates gradually through the negotiation of reciprocal, and reciprocally 
beneficial, trade agreements with other countries. The Congress, moreover, 
delegated the necessary powers to the executive branch, after and upon the condi- 
tion of establishment of limits to the authority of the Executive and clear state- 
ments of objective to guide the exercise of the delegated powers. 

5. From 1934 until the outbreak of the war in 1939, the United States entered 
into some twenty-odd bilateral trade agreements. It was found that our tariff 
rates were useless if the same discouraging effect—or a worse one—on imports 
were to result from a quota or a discriminatory internal tax. Trade agreements 
necessarily increasingly covered these and similar devices. Nevertheless, it 
became apparent, by the time the war broke out that the very process of bilateral, 
rather than multilateral, negotiations had inherent and serious limitations which 
frustrated the objectives of the Reciprocal Trade Agreements Act. A bargain 
struck between any two trading partners would not affect quotas or other limita- 
tions maintained chiefly as a means of reprisal against a third, quota-maintaining 
country. A country negotiating with the United States might relax a few of its 
quotas in exchange for American tariff reductions on some items. But it would 
not abandon its quota system while other third nations maintained theirs. Bi- 
lateral negotiations by the United States could not therefore achieve a general 
abandonment of quota restrictions. 

6. Moreover, our policy of unconditional most-favored-nation treatment, 
established in the Tariff Act of 1922 (and carried over into the trade agreements 
program), required American negotiators to reserve bargaining power for later 
bilateral negotiations. A reduced tariff on gloves in negotiations with the French 
automatically extended to gloves imported from Japan. Negotiating power 
vis-a-vis Japan was gone. Minuscule differentiation between French and Japa- 
nese gloves resulted in the completion of tariff negotiations and the retention of 
bargaining power, but such a web of fine distinctions was created as would con- 
found the most learned of common-law practitioners. 

7. The network of bilateral agreements provided little stability or certainty 
for international trade. Under the unconditional most-favored-nation principle, 
a third-party beneficiary of an agreement between two other countries, relying 
on the concessions thus obtained, would have them withdrawn by action of the 
two negotiating parties. Each trade agreement had its own collateral trading 
rules. ‘Variations in these materially affected trade. 

Plans for postwar reopening of normal trade channels inevitably included a 
multilateral trade agreement. All of the trading partners could be bound by one 
set of rules and the stability and certainty essential to flourishing international 
trade could thus be achieved. 

8. The result was the General Agreement on Tariffs and Trade, first negotiated 
in 1947, and now adhered to by 34 nations. Since administration of the GATT 
is the major function of the Organization for Trade Cooperation, it is essential to 
oat 5 yoae the broad outlines of the GATT as a prelude to consideration of 
the ’ 

The GATT is not an agreement setting up an international organization. It 
is rather a substantive agreement, dealing with trade policy on tariffs, quotas, re- 
strictions, and similar devices affecting the free flow of international trade. 

9. The GATT has three main functions: 

(a) It provides a mechanism for tariff negotiations.—The multilateral aspect of 
the GATT makes it possible to avoid the pitfalls of bilateral trade agreements. 
It contains schedules of tariff rates which have been negotiated between the 
parties to the GATT, and, in the jargon of the trade agreements program, have 
been “‘bound’’. In 1948, the 19 countries which were then signatory to the GATT 
met for the first time in Geneva, and held an unprecedented set of tariff negotia- 
tions. Each country negotiated simultaneously with each of its trading partners 
on tariff rates applicable to items of chief importance to their mutual trade. The 
rates agreed in lateral negotiations were simultaneously concluded and set down 
in a single document, to which all of the participants were parties. There have 
been two additional tariff ee since then: One at Annecy, France, 
in 1949, and the other at Torquay, England, in 1950-51. The result has been a 
general lowering of tariff barriers, incorporated into a single document under 
which all of the GATT members have direct rights. 

(b) The GATT contains what are in effect trading rules.—These are designed to 
prevent impairment of tariff concessions through other devices. They deal with 
such matter as quantitative restrictions on imports or on exports, and contain 
some provisions on the subject of customs valuations and procedures. These 
rules have been helpful in the governance of international trade, and in preventing 
broad evasion of tariff concessions. But they are far from watertight. The 
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United States, despite its dislike for quantitative restrictions, has demanded the 
right to impose restrictions on agricultural products where there is a domestic 
price support program connected with restriction of domestic production, and has, 
in fact, imposed such restrictions even in the absence of justification under this 
rule. Other countries have demanded the right to impose restrictions for balance 
of payments reasons. 

(c) The GATT provides a multilateral forum for discussion of disputes, as to 
interpretation or violation of the trading rules.—This is one of the most important 
advantages of a multilateral as against a bilateral trade agreement. Imposition 
of a quota where no quota is allowable—as has happened—can be discussed 
within the framework of the GATT. Those contracting partners whose trade is 
thus adversely affected can be permitted to take compensatory action measured by 
the offense. In the absence of the multilateral forum, there would be neither an 
impartial judge or interpretation, nor an established method of ascertaining the 
facts, nor a regular method of adjusting the dispute by methods short of abrogation 
of the trade agreement. Such a forum is clearly one of the chief advantages for 
the United States with its substantial stake in international trade. 

10. The contracting parties to the GATT have met at least once each year since 
its inception to discuss those matters, other than tariff rates, which are within the 
agreement. These meetings have provided an orderly method of discussing the 
rules of the GATT, hearing complaints of violations and considering remedies. 
At the eighth session of the contracting parties, in October, 1953, it was decided 
“to review the operation of the agreement upon the basis of experience * * * 
and * * * toexamine to what extent it would be desirable to amend or supplement 
the existing provisions of the agreement, and what modifications should be made 
in the arrangements for its administration, in order that the agreement may 
contribute more effectively to early progress toward attainment of its objectives.” 

11. Inits report of January 1954, the Randall Commission on Foreign Economic 
Policy stated: 

“The organizational provisions of the General Agreement on Tariffs and Trade 
should be renegotiated with a view to confining the functions of the contracting 
parties to sponsoring multilateral trade negotiations, recommending broad trade 
policies for individual consideration by the legislative or other appropriate author- 
ities in the various countries, and providing a forum for consultation regarding 
trade disputes .. .” 

The Commission also recommended that the renegotiated provisions should be 
submitted to the Congress ‘‘for approval either as a treaty or by joint resolution.” 
In his message of March 30, 1954, President Eisenhower stated that he would act 
on this recommendation, and would suggest to the other parties revisions of the 
agreement ‘“‘to provide a simpler, stronger instrument contributing more effectively 
to the development of a workable system of world trade.”’ 

12. On March 21, 1955, a thorough review of the GATT was concluded by the 
contracting parties. One of the results of this review was the Agreement for the 
Organization for Trade Cooperation, which was signed by Assistant Secretary of 
State Waugh for the United States, subject to the concurrence of the Congress. 
The view of the executive branch, as expressed by Secretary of State Dulles to the 
Senate Finance Committee, is that this submission is for reasons of courtesy and 
propriety, and not because there is a legal requirement of such submission. H. R. 
5550 presents for the consideration of the Congress legislation which would author- 
ize the United States to adhere to the agreement and become a member of the 
proposed Organization for Trade Cooperation. 


Analysis of the Agreement for the Organization for Trade Cooperation 


13. The agreement setting up the OTC is a very simple document. It estab- 
lishes the framework, the organizational structure, within which the GATT will 
be administered. It merely formalizes the conferences and consultations on mat- 
ters of mutual interest and on adherence to or deviation from the GATT rules 
which have previously taken place among the contracting parties to the GATT. 
This represents an advance for the development of orderly international trade. 

14. The OTC contains no additional obligations by the United States with 
respect to trade policies. This is sometimes glossed over—both by those who 
argue against the OTC on the ground that it overcommits the United States, and 
by those who argue for it on the ground that it represents a major stride in the 
direction of trade liberalization. The truth is that rejection of the OTC would 
be a severe blow to the traditional trade policies of the United States, and of a 
major part of the free world, largely because the OTC has become a symbol—a 
test of belief by the United States in the feasibility and desirability of balancing 
trade among nations on an ever-increasing level, rather than on a restrictive and 
quota-allocated level. 
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15. The procedural nature of the OTC Agreement makes a summary and 
analysis of its provisions relatively simple. The OTC Agreement differs sharply 
from the charter for an International Trade Organization, which was submitted 
to the 81st Congress but allowed there to witheraway. The ITO, in contradistinc- 
tion to the OTC, was based on an extensive and subtantive agreement, not 
merely on trade policy, but also on such matters as cartels and monopolies, com- 
modity agreements, employment, economic development and investment. It 
was pin substantive aspects of the ITO charter that invited most attack. 
None of these provisions is present in the OTC Agreement. 

16. The close association of the OTC with the GATT is emphasized in the 
first articles of the agreement. Article 1 establishes the OTC for the achievement 
of the purposes and objectives of the GATT; the contracting parties to the 
GATT are to be members of the OTC, and continuing adherence to the GATT 
is required as a condition of membership; article 3 makes it clear that the primary 
function of the OTC is to administer and generally facilitate the operation of the 
GATT. The OTC also has related functions of a modest sort: to facilitate 
consultations between governments on matters of international trade, to sponsor 
trade negotiations, to study and where appropriate make recommendations 
with respect to international trade and commercial policy, and to collect, analyze 
and publish information and statistical data on international trade. 

17. The strictly organizational aspects of the OTC are equally innocuous. 
The OTC is to have an Assembly, an Executive Committee, and a Secretariat. 
The Assembly includes a!l members, is responsible for carrying out the functions of 
the OTC, and has such parliamentary duties as specifying the seat of the organiza- 
tion (which surely will be Geneva, where the GATT already has a modest secre- 
tariat), establishing rules of procedure, and approving rules of procedure of the 
executive committee and any other subsidiary bodies. The executive committee 
is to consist of 17 members elected periodically by the Assembly, and always in- 
cluding the 5 members of chief economic importance, of which the United States 
presumably will always be one. Tests of membership include geographic distri- 
bution, as well as distribution among different types of economies—agricultural, 
industrial, etc.—and different degrees of economic development. The executive 
committee will have such powers as the Assembly may assign to it by a two-thirds 
majority of votes cast. Nonmembers of the executive committee have the right 
to participate in any discussion before the committee which may concern them. 

18. The Secretariat will have a director-general at its head, whose powers and 
tenure will be fixed by the Assembly. He will have staff assistants, who are to 
the extent possible also to represent different regions, etc., but whose primary 
qualification is to be merit rather than where they happened to be born or happen 
to live. They will be international civil servants and will not receive instructions 
from any government or authority other than the organization. 

Voting is to be on a 1-country, 1-vote basis, in both the Assembly and the 
executive committee. 

The budget is to be submitted by the director-general and approved and ap- 
portioned by the Assembly. The OTC is to have the usual legal personality and 
immunities. 

19. Articles 12 through 15 of the agreement for the OTC relate to its function 
as the administrator of the GATT. That function may be divided into three 
aspetes: (1) to sponsor negotiations and consultations, conduct studies, receive 
reports, etc.; (2) to release a contracting party to the GATT from an obligation 
under the GATT, in whole or in part; (3) to deal with disputes arising under the 
GATT—that is, to investigate complaints that benefits accruing to a party under 
the GATT are being nullified or impaired, to make recommendations, and to 
consult with contracting parties or other international organizations when neces- 
sary. As is the case with the contracting parties under the GATT acting jointly, 
the OTC may authorize a complaining party to suspend the a a to another 
party of such concessions or other obligations under the GAT as are considered 
appropriate in view of the violation. If the other party is dissatisfied, it may with- 
draw from the GATT. 

20. Amendment of the OTC is possible only on the vote of two-thirds of the 
members, but no amendment can become binding on a member without its 
consent. It is understood that the United States has declared that no amendment 
will be accepted by it without congressional approval. 

21. Aside from formal and transitional provisions, the only other important 
provision of the agreement for the OTC relates to its coming into effect. It 
becomes effective for those contracting parties to the GATT which have accepted 
the OTC agreement when such acceptances account for 85 percent of the total 
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external trade of the contracting parties. United States acceptance is thus a 
sine qua non of the existance of the OTC, since United States external trade 
accounts for over 20 percent of total external trade. 

22. It is clear that acceptance of the OTC represents no commitments as 
to the future tariff policy of the United States. The OTC is merely an adminis- 
trative device for handling the GATT. Though the GATT provides a facility for 
tariff negotiations, as will the OTC if ratified and brought into effect, it contains 
no commitment that tariff reductions shall be made. Such a decision is left 
to domestic legislation and domestic policy. 

23. United States rejection of the OTC would be everywhere construed as a 
repudiation of our policy of freeing international trade from barriers. The 
policy of the present administration, as embodied in the Randall Commission 
report and adopted by President Eisenhower, has been to separate out the ad- 
ministrative aspects of the GATT and to incorporate them into an agreement 
to be submitted—even though only as a matter of discretion—to the Congress. 
Affirmative action on OTC has become a test of United States sincerity, and of 
United States adherence to its stated trade and tariff policies. 


LEGAL CONSIDERATIONS 


24. Few issues of a legal nature arise out of the OTC itself. Such substantive 
issues as may arise in connection with the entire program—that is, in connection 
with administration of the GATT by the proposed OTC—arise in the context 
of the GATT, rather than in the context of the OTC. These latter issues relate 
to the problem of delegation of authority—whether the Trade Agreements Act 
contains an undue delegation of authority to the President, and whether the 
President has exceeded his authority to redelegate. As to the OTC, the sole 
debatable issue is whether congressional action can be obtained in the form of a 
joint resolution, or whether there is a requirement that the agreement for the 
OTC be submitted to the Senate for ratification as a treaty in the formal sense. 

A. Can the Congress act to authorize United States membership in the 
OTC by way of a joint resolution? 

25. It can hardly be doubted that the two Houses of Congress may by joint 
resolution constitutionally authorize United States adherence to the agreement 
for the OTC. Secretary of State Hull wrote to Representative Tinkham that 
he had “no reason to doubt the validity” of action by joint resolution; also that 
“There exists a long line of instances where the President of the United States 
has entered into international engagements on behalf of this Government in pur- 
suance of joint resolutions or acts of Congress.’ 

The most relevant precedent is United States membership in the International 
Bank for Reconstruction and Development and the International Monetary 
Fund. United States membership in these two institutions rests upon authority 
conferred by statute (49 Stat. 512). No serious question has ever been raised 
about the validity of this procedure. 

26. The President, acting solely pursuant to his constitutional powers, has 
some authority to bring the United States into an international organization. 
The International Postal Union was entered into without any congressional 
authorization. But the extent of this authority is not clear. Whether the 
President would have such power in connection with an organization like the 
OTC is an interesting but irrelevant question since the administration has chosen 
to go to the Congress for approval of the OTC. There can be no question of the 
authority of the Congress to act, through statute or joint resolution. 

B. Delegation and Redelegation: 


1. By the Congress to the President 


27. During the debates on the 1937 renewal of the Trade Agreements Act, 
Representative Vinson, later Chief Justice of the United States, answered the 
charge that the act unconstitutionally delegates power to the President. He 
said: ‘‘For the life of me, I cannot understand how this defense would be set up 
at this time * * * This matter is really not debatable. The placing of this 
discretion in the Chief Executive of the United States is not an unconstitutional 
delegation of power.’”’ In 1940, Attorney General Jackson, later a Justice of the 
Supreme Court, transmitted to the Secretary of State a memorandum setting 
forth the authorities for his conviction ‘that there is no constitutional objection 
to this (Trade Agreements) Act, and the agreements executed under it are con- 
stitutionally unassailable” (76th Cong., 3d sess., 8. Rept. 1797). 

The present subcommittee sees no reason to disagree with these conclusions, 
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From the early years of the United States, legislation touching on matters of 
foreign commerce have authorized the Executive to give effect to policies set out 
by the Congress. Early legislation was passed when, as pointed out by Senator 
George, “many of those who participated in framing the Constitution were * * * 
actually participants in * * * the legislation * * *’’ (78 Congressional Record 
10073). For example, the act of June 4, 1794, authorized the President to em- 
bargo all commerce with the United States “whenever, in his opinion, the public 
safety shall so require.” 

28. In the tariff field, this type of delegation has been a consistent policy of 
the United States, and has never been upset. The Tariff Act of 1890, for ex- 
ample, was attacked on the ground that, in authorizing the President to suspend 
the free importation of certain products, the Congress had delegated to him both 
legislative and treatymaking powers. In Field v. Clark (143 U. 8. 649), the 
- Court upheld the validity of the legislation. 

he Tariff Act of 1922, moreover, conferred, in the ‘‘flexible tariff’’ provisions, 
wide discretion upon the President within the area of tariff adjustment. In 
Hampton & Co. v. United States (276 U. 8S. 394), the Supreme Court stated that 
a delegation by the Congress to the President is not unconstitutional if Congress 
lays down ‘“‘an intelligible principle” to guide the exercise of discretion. 

29. The Trade A, ments Act, specifying purposes to be accomplished as well 
as limitations on the exercise of the delegated power, clearly falls within this 
test. As Senator George said, during the debate on the original Trade Agree- 
ments Act: ‘“‘No fair-minded person can say that the principle of bargaining to 
open the lanes of distribution and markets of consumption by the Chief Execu- 
tive in aid of the domestic producer is not as intelligible and practicable a prin- 
ciple within the rule announced in the Hampton case as that of equalizing the costs 
of production the world over as compared with prevailing costs in the United 
States” (78 Congressional Record 10077). Note carefully that domestic duty re- 
ductions may in no case be offered, regardless of the concessions offered in re- 
spect of the export trade of the United States, without a study of the effect of 
reduction upon the position of American producers, and without a determination 
that the reduction will not injure unduly any sound and important domestic 
interest. 


30. The Supreme Court has held as sufficiently definite delegations of power 
to the Executive when defined by such phrases as the “public interest” (New 
York Cont. Securities Corp. v. United States, 287 U. 8. 12), ‘‘Public convenience, 
interest or necessity”’ Sachin Broadcasting Co. v. United States, 319 U. 8. 190), 


and “excess profits’’ (Lichter v. United States, 334 U. S. 742). There can be 
little doubt that the standards of the Trade Agreements Act are a sufficient guide, 
and that no illegal delegation to the President is involved. 


2. By the President and the United States to the OTC 


31. The argument of unconstitutional delegation becomes a bit murky when 
applied to the international agreements here involved. It is sometimes not 
quite clear whether the — of the unconstitutional delegation theory 
are referring to the GATT, which is an executive agreement entered into pur- 
suant to the authority of the President both under the Trade Agreements Act 
and the Constitution, or to the OTC, which is an agreement proposed to be 
accepted pursuant to specific legislative authorization. In both cases, however 
the argument appears to go to the general powers—that is, the powers to investi- 
gate complaints and to authorize withdrawal of concessions, the power to grant 
exemptions, and the power to sponsor trade and tariff meetings—of the Con- 
tracting Parties to the GATT (or, if it comes into effect, of the OTC). 

32. There is here no question of other countries deciding commercial policy 
questions for the United States. Neither the contracting parties to the GATT 
nor the OTC can compel a tariff reduction, or even a tariff negotiation. Whether 
the United States will enter into further negotiations looking toward deduction 
of tariff rates, or will grant such reductions in reciprocal trade agreements, is a 
matter solely within the jurisdiction of the United States, not subject to review 
by any other country, whether or not a party to the GATT or the OTC. 

33. The sole question is whether such functions in the administration of a trade 
agreement (whether a bilateral one or a general and multilateral one like the 
GATT) as releasing a country from certain obligations or interpreting the agree- 
ment cannot validly be conceded by the United States to an international organ- 
ization. No increase of obligations is involved. The question is one of inter- 
pretation and administration of an existing and valid agreement. The only 
actions which might be adverse to the United States which could be taken in the 
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course of such interpretation and administration would be the release of other 
countries from obligations running to the United States, acquired in the course 
of reciprocal trade negotiations. 

34. Since only the President can deal with foreign governments and acquire the 
rights of the United States which thus might be diminished, there is substantial 
basis for doubt as to legislative as opposed to executive competence. See American 
Banana Co. v. United Fruit Co., 213 tr. 8. 347; United States v. Curtis- Wright Export 
Corp., 299 U. 8. 304. In considering the OTC, however, it is not necessary to go 
into this question, since it is here proposed to act pursuant to specific congressional 
authorization. 

35. It has been asserted by opponents of the measure that H. R. 5550, authoriz- 
ing the President to accept membership in the OTC, should be defeated because 
the reciprocal Trade Agreements Act of 1934 confers no such power in the Pres- 
ident. In other words, the Congress lacks the authority to pass new legislation 
because it has not already passed the same, or broader legislation. Opinions may 
differ as to whether the Trade Agreements Act and the constitutional authority of 
the President in the field of foreign affairs would enable the President to bring the 
United States into international arrangements in the foreign trade field. But no 
such issue confronts us, since H. R. 5550 proposes that the Congress shall authorize 
membership in the OTC. To argue that the Congress cannot do this, because it 
has not already done it in the Trade Agreements Act, is a curious inversion of 
logic. 

36. That interpretation of an international agreement by an international bod 
is not an invalid delegation of the sovereignty of the United States hardly needs 
documentation. From the earliest days of its history, the United States has made 
treaties providing for a mutually acceptable manner of settling disputes. The in- 
capacity to make such treaties or international arrangements would strip from the 
United States a substantial attribute of sovereignty. Provisions very similar to 
those of the GATT, which the proposed OTC will administer, can be found, for 
example, in the Articles of Agreement of the International Monetary Fund, which 
authorize the fund to release members from certain obligations and under certain 
conditions. Similarly, the International Wheat Agreement contains provisions 
with respect to release of obligations. 

37. The amendatory provisions of the OTC might conceivably cause concern, 
were they not so well safeguarded. The United States is a party to several 
agreements setting up international organizations which provide for amendment 
by vote of two-thirds of the members. Such amendments then become binding on 
all. In these cases—the agreements setting up the International Labor Organiza- 
tion (article 36) and the World Health Organization (article 73)—the United States 
has consented in advance to be bound even though it may find the amendment 
undesirable. The Congress has nevertheless authorized adherence, but has re- 
served the right to withdrzw. No OTC amendment is possible without a two- 
thirds vote or can become binding on a member without its specific consent. 

38. The interpretative rights of the OTC relative to the GATT appear to be 
strictly limited to those essential to orderly administration. The rlease-of-obli- 
gations and waiver rights of the OTC can only diminish, not increase, obligations 
of the United States. In several instances these have proved to be highly desir- 
able from the point of view of the foreign policy of the United States. Consulta- 
tion and action with respect to complaints that benefits have been nullified or 
impaired can have the result, where compensatory action is authorized, only of 
keeping such action within reason, rather than allowing the aggrieved nation full 
scope for retaliation. This can only be a gain for international relations, and 
again involves no giving away of sovereignty by any nation. 

39. Finally, the United States, should it feel sufficiently strongly about an OTC 
decision regarding GATT obligations, can withdraw from the GATT, and thus 
automatically withdraw from the OTC. The presence of this ultimate remedy, 
which hopefully will not need to be used by the Tnited States or any other nation, 
is a final safeguard. 

40. Taking into account all of these factors, it seems apparent that the OTC 
in no way involves an illegal delegation of power over American trade policy to an 
international organization. 

CONCLUSIONS 


(a) The GATT has, in the course of its operation, proved its worth. It has in 
several instances—as, for example, in taking up the complaint of the United States 
that the United Kingdom was unfairly prohibiting the manufacture of cigarettes 
made solely from Virginia tobacco—proved its value to American business. The 
Congress has stated that passage of H. R. 1 shall not be construed to be approval 
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of the GATT—but, on the other hand, the reservation is stated not to be dis- 
approyal either. And to the extent that there has been vocal congressional com- 
plaint about the GATT, it has been that its organizational provisions ought be 
submitted to the Congress. This is being done in H. R. 5550. 

(b) As pointed out by the United States Council of the International Chamber 
of Commerce, the negotiations among the GATT members which resulted in 
drafting a separate agreement for the OTC also resulted in several improvements, 
from the American point of view, in the GATT itself. The most important of 
these is probably in the field of agricultural import limitations, where, in some 
cases, the United States has imposed such quotas without domestic production 
or marketing limitations. Another involves the provisions with respect to quotas 
for balance of payments reasons. In any case, it seems clear that the OTC will 
have an improved, and, from the point of view of the United States, better GATT 
to administer than would previously have been the case. 

(c) The President of the United States has only recently reaffirmed the 
essentiality of approval of the OTC for the trade policies of the United States. 
This subcommittee, after the most careful scrutiny, strongly recommends approval 
by the Congress of the United States of H. R. 5550 and acceptance of membership 
by the United States in the proposed Organization for Trade Cooperation. This 
is not the time for repudiation of cooperation by the United States with the other 


nations of the free world in their mutual efforts to build a strong and viable free 
world economy. 


Respectfully submitted. 
SUBCOMMITTEE To StupyY THE ORGANIZATION 
FOR TRADE COOPERATION. 


Leo M. Dracuster, Chairman. 
RicHarp N. GARDNER. 

Henry H. Fow er. 

Covey T. OLIVER. 

Seymour J. Rusin. 


No. 39 


SECTION OF INTERNATIONAL AND COMPARATIVE LAW OF THE AMERICAN BAR 
ASSOCIATION 


SUPPLEMENTAL. REPORT—-RECOMMENDATION I 


Resolved, That the house of delegates reconsider the resolution based upon 
recommendation No. 5 of the Committee on Customs Law adopted by the house 
of “délegates on August 25, 1955, concerning bill H. R. 5550, authorizing the 
president to accept membership in the Organization for Trade Cooperation, and 
that the matter be submitted for study and report to the Committee on Commerce 
and on Customs Law, and to the Section of International and Comparative Law, 
with the request that such report be made to the house of delegates at its meeting 
to be held in August 1956. 

At the meeting of the house of delegates of the American Bar Association held 
on August 25, 1955, the following resolution was adopted on recommendation 
No. 5 of the Customs Law Committee: 

“5, Resolved, that the bill H. R. 5550, authorizing the President to accept mem- 
bership in the Organization for Trade Cooperation, is hereby disapproved on the 
grounds (a) that the Reciprocal Trade Agreements Act of 1934 (Tariff Act of 
1930, section 35) confers no such power on the President, and (b) that neither the 
President, nor Congress, has the legal authority under the Constitution to dele- 
gate the regulation of our commerce with foreign nations to a foreign-controlled 
group, and the Committee on Customs Law is hereby authorized on behalf of 
the American Bar Association to present these views to the Congress, and that 
the president of the American Bar Association be authorized to select a repre- 
sentative or representatives to appear before the proper congressional committees.” 

Our committee has considered the report of the Customs Law Committee on 
the basis of which the above resolution was adopted, the Agreement on Orzani- 
zation for Trade Cooperation and the bill H. R. 5550 and has decided that it 
should recommend to the house of delegates the rescission of the above quoted 
resolution, on the following grounds: 

(a) The conclusion, if true, that the Reciprocal Trade Agreements Act of 1934 
does not confer on the President power to accept membership in the Organization 
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for Trade Cooperation is no basis for disapproving the express authorization 
provided in H. R. 5550. 


(b) H. R. 5550 does not authorize or constitute a delegation to any “foreign 


controlled group” of the regulations of the commerce of the United States with 
foreign nations. 


The Agreement on Organization for Trade Cooperation expressly provides as 
follows (art. 3 (d)): 


“The organization shall have no authority to amend the provisions of the 
general agreement; no decision or other action of the assembly or any subsidiary 
body of the organization shall have the effect of imposing on a member any new 
obligation which the member has not specifically agreed to undertake.” 

It would seem that the only significant way in which the Organization for 
Trade Cooperation may itself affect our tariff arrangements with foreign countries 
is with respect to the release of such countries from certain obligations or con- 
cessions which shall have been made by such countries under GATT, of which 
our exporters are the beneficiaries. It is not believed by this committee that the 


exercise of this function constitutes regulation of the foreign commerce of the 
United States. 


It is recommended that the resolution adopted in August 1955 above set 
forth, should be rescinded and that H. R. 5550 should be submitted to this 
committee or to such other committee as the house of delegates shall determine, 
for study, the committee’s recommendation to be reported at the annual meeting 
of the house of delegates to be held in August 1956. 

Respectfully submitted. 


Victor C. Fotsom, 
Chairman. 

Mr. Rusrn. I do not mean to imply that an affirmative argument 
for the OTC can be made out of the fact that the OTC is not the ITO. 
I do mean to suggest, however, that there are very strong reasons of 
policy, which have been amply expounded by other witnesses, and will 

e gone into further by others for approval of H. R. 5550 and that, 
without going into the merits of the ITO, these arguments cannot be 
countered validly by the suggestion that the Congress has before it 
anything like the ITO. 

The second major point to which I would like to turn my attention 
briefly is the relationship between overall Americaa foreign policy and 
the trade policy reflected in H. R. 5550. From this point of view, the 
bill presently before the committee is not merely important in author- 
izing United States membership in one more international organiza- 
tion, however commendable may be the aims of that organization. 
The OTC is in this respect important as a symbol of the direction of 
American trade policy. I can do no better in this respect than to 
quote two sentences from President Eisenhower’s 1956 state of the 
Union message. The President said: “Strong economic ties are an 
essential element in our free world partnership. Increasing trade and 
investment help all of us prosper together.” 

These views, I think, are irrefutable. But if I can turn to my own 
experience with administration of the strategic controls over free 
world trade with the Communist and Communist-dominated countries 
of the world, it seems to me important to stress the relationship of the 
type of foreign trade policy represented by the OTC to achievement 
of our strategic trade objectives. It has for years been the policy of 
the United States, first together with the British and the French and 
subsequently with a larger group of nations, to implement a policy 
designed to prevent such trade with the Communist bloc as would 
contribute to building the strength of that bloc in relation to the 
strength of the free world. 

To this end, the United States has enacted legislation which directs 
certain measures to be taken by the executive branch and in, particular 
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looks toward a cooperative free-world effort designed to achieve these 
security objectives. Yet, it is apparent that the strength of the free 
world is dependent upon sound economic foundations, not merely in 
the United States but also in allied and friendly nations abroad. To 
many of these nations, trade is the very stuff of life. In order to exist, 
they must trade. And if the barriers to trade are raised among the 
nations of the free world, trade inevitably must take place with the 
Communist bloc, and will take place, under such circumstances, under 
conditions most favorable to the Communist bloc. 

These are axioms which are every day borne in upon those officials 
who have responsibility for the strategic trade controls of the United 
States. I do not argue from them that any specific tariff need be 
lowered or even any specific barrier to trade need be relaxed. But I 
do argue that the general trend of the policy of the United States, as 
the greatest trading nation of the world, must be in the direction of 
measures which will increase trade among the free nations of the world, 
if the United States is to maximize its chances for achievement of its 
economic security goals. 

A trend, a policy, a direction must be given, in cooperation between 
the Congress and the executive branch of the United States Govern- 
ment, which will enable trading problems to be worked out and settled 
among the free nations of the world, if we are not to lose, to a sub- 
stantial and a serious extent, such control as we presently have over 
the movement of important and strategic materials from the free to 
the slave world. And I do not think that I need emphasize in this 
committee the far-reaching and lasting consequences of development 
of excessive reliance by the nations of the free world on trade with the 
Communist bloc. 

I thank the committee for its attention. 

The CHarrMAN. Does that complete your statement, Mr. Rubin? 

Mr. Rusin. That completes my statement. 

The CHaiRMAN. We appreciate your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Mr. Rubin, one of your points is that the OTC is 
not ITO. 

Mr. Rusrn. Yes, sir. 

Mr. Srupson. May I read into that your opposition to ITO? 

Mr. Rusin. No, sir. 

Mr, Simpson. May I read the other way, that you favored ITO? 

Mr. Rusin. I did favor ITO. 

Mr. Srupson. Then, sir, am I correct when I say that OTC, which 
is charged to administer GATT, will administer GATT even if GATT 
should be amended to include those things omitted from ITO? 

Mr. Rusin. If I understand the question, I think I can answer b 
saying it is my understanding that the function of OTC is to ad- 
minister GATT. If GATT should be properly amended it would 
include in its administration such matters as may be brought into 
GATT by amendment. 

Mr. Suwpson. If matters in ITO are left out of OTC and are 
inserted in GATT, which can be done, OTC would then be charged 
with administering GATT as amended. 
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Mr. Rusty. I would agree with your statement, Mr. Simpson, 
except for the phrase “which can be done.” I think it cannot be done. 

Mr. Srmpson. That is a point I would like to have your opinion on. 
We don’t know the upper limits with respect to the way that GATT 
may be or may not be amended. In my judgment it can be amended 
to include the provisions of ITO which are not in OTC. 

Mr. Rusin. If I may speak to certain points of which I have some 
knowledge, one of the points which excited most controversy in the 
ITO charter were the investment provisions of that charter. The 
negotiation of investment provisions was a long and arduous and ex- 
tremely difficult task, and it resulted in provisions which I think at 
present, at any rate, properly were objectionable. I don’t see myself 
that the President’s authority to negotiate trade agreements, whether 
multilateral or bilateral would include authority to put provisions of 
that sort into the GATT. 

Mr. Simpson. I thought it might come under the authority to re- 
view the general program for economic development. I think that 
might include the right to legislate in GATT on the matter of private 
investments in foreign countries. Or perhaps under review of a coun- 
try’s rate of exchange in foreign currency, I think it could be claimed 
that is a pertinent subject and might be included in GATT. 

My point is that it is possible to amend GATT and include, if not 
all, a great many of the provisions of ITO to which many people did 
object when they were included in the original ITO proposal. 

r. Rustin. My own view of the President’s authority to amend 
the GATT is perhaps more limited than yours, Mr. Simpson. M 
own feeling is that he would have no authority to amend the GATT 
in the way in which you suggest. 

Mr. Simpson. That who would have no authority? 

Mr. Rusin. That the President of the United States would have no 
authority to enter into an amendment of GATT which would include 
provisions, for example, on a code of fair investment or on cartel 
policy, which purported to be binding eommitments on the part of 
the United States as well as the other signatory countries. 

Mr. Stmpson. Of course the test there would be whether they were 
accepted by the United States representative. 

Mr. Rusin. They might be conceivably accepted by the United 
States representative and still not be within the delegated authority 
of the President. That is my point. 

Mr. Simpson. That is our $64 question, How do we establish what 
is delegated? We don’t know. Can you tell us? You suggest that 
there are things in ITO which may not be included in GATT because 
we have not delegated that much authority, but I don’t. know and 
no one seems to know where the limit is. 

Mr. Rusin. I suggest that a very brief and unsatisfactory answer 
would be that the GATT purports to deal within the framework of 
trade agreements, bilateral or multilateral, negotiated under the 
authority conferrred upon the President both by the Constitution and 
by congressional action. I myself would see no difficulty in saying 
that it would not be within that authority for the President to negoti- 
ate and validly to accept on behalf of the United States substantive 
agreements on, for example, the matter of cartel policy. 

On the question of where the President’s delegated authority ends, I 
think there is a wealth of constitutional and other literature which it 
would be beyond my ability to summarize. 
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Mr: Sempson. May I ask a brief question or two on the second 
section of your statement? 

Do I interpret that to mean you would consider the passage of this 
bill, H. R. 5550, as a congressional endorsement of GATT? 

Mr. Rustin. | would consider the bill to be a congressional endorse- 
ment of the direction taken by the Congress of the United States and 
by the executive branch of the United States, which includes GATT. 

Mr. Stimpson. Is GATT a major step in the direction which you 
indicate? 

Mr. Rusrn. I believe it to be so, sir. 

Mr. Stimpson. I don’t want to equivocate. Isn’t that tantamount 
to - ing you do consider the passage of H. R. 5550 endorsement of 


Mr. Rustin. I myself think that it would be an expression of 
approval by the Congress of the United States of the direction taken 
in the GATT. Whether it is the approval of the specific provision 
of the GATT or not, I do not know. 

Mr. Smupson. The specific provisions, we agree, are not before us. 

Mr. Rusin. That is right. 

Mr. Srupson. Thank you very much. 

The Cuatrman. We thank you for the information you have given 
the committee. 

Mr. Curtis. Mr. Chairman. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Rubin, I wanted to pursue the line of questioning 
of Mr. Simpson just a little bit further, in regard to the expressions you 
have made that the jurisdiction of GATT is limited as far as it affects 
the United States. You referred back to the Trade Agreements Act. 
Do you find words of limitation in that act, words limiting the Presi- 
dent’s authority? Is that where you find them? 

Mr. Rusrn. I am sorry, I did not hear the last part of the question. 

Mr. Curtis. Where do you find the words which limit the authority 
of the President of the United States which has been delegated to him 
by the Congress? 

Mr. Rusry. Without having the provisions of the Trade Agree- 
ments Act before me at the present time, Mr. Curtis, I would say the 
entire act confers only a limited authority and purports to confer only 
limited authority on the President of the United States. 

Mr. Curtis. In my opinion, that is the nubbin of this whole ques- 
tion of whether there are limitations, and if so, what are those limita- 
tions. In order to determine that we have to get back to the specific 
words, just as any lawyer would in order to interpret it. I am a little 
bit surprised that your committee made this study and didn’t get into 
that aspect, because you have stated that you feel that there is a 
limitation on the authority of GATT or the jurisdiction of GATT. 

Mr. Rusrn. ‘The study which the committee of which I was a 
member made was limited to the OTC and did not purport to go into 
the general questions which were involved in the debate on H. R. 1, 
the section of the Trade Agreements Act. 

Mr. Curtis. I think you have agreed that OTC is a formalizing or 
giving force and effect to GATT and therefore the jurisdiction in- 
volved becomes that of GATT. 

Mr. Rusin. My feeling is that the OTC puts into a formal docu- 
ment provisions for administration of GATT, which at present are 
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not as satisfactorily drafted as they would be were the agreement for 
the OTC in effect. I didn’t mean to go back of that and go into the 
basic question of the GATT itself mail the desirability of GATT. 

Mr. Curtis. But you did make the study. Then the only question 
is—I think you have said in answer to Mr. Simpson’s question that 
you do feel that the question of whether or not this committee would 
approve OTC is certainly wrapped up in the question of the jurisdic- 
tion of GATT, which it is set up to implement. You agree that that 
is an area which should be studied if this thing is going to be properly 
studied, do you not? 

Mr. Rusin. Certainly the question of the authority of the United 
States and the desirability or not of the GATT are very important 
questions which this committee and the entire Congress should have 
under very careful consideration, but as I see the agreement for the 
OTC, this particular agreement merely says that this is a particular 
way in which we will administer this agreement, without going for 
the present into the question of whether that agreement was a desir- 
able agreement for the President to enter into or not. I do myself 
believe that it was a desirable agreement. 

Mr. Curtis. Thank you. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Rusin. Thank you. 

The CHarrMAN. The committee is pleased to have present in the 
hearing room eight visiting professors from the University of Ankara, 
Ankara, Turkey. They are here with Mr. Alex Pow, of New York 
University. We are happy to welcome them to the hearing. 

The committee will now stand adjourned until 2 o’clock, and Mr. 
Gardner will be the witness at that time. 

(Whereupon, at 12 o’clock noon the committee was recessed, to 
reconvene at 2 p. m. the same day.) 


AFTERNOON SESSION 


The CuHarrMAN. The committee will be in order. 

The next witness appearing on the calendar is Mr. Richard N. 
Gardner. 

Come forward, please, Mr. Gardner. Mr. Gardner, please give your 
name, address, and the capacity in which you apnear. for the record. 


STATEMENT OF RICHARD N. GARDNER, APPEARING IN BEHALF OF 
THE ASSOCIATION OF THE BAR OF THE CITY OF NEW YORK 


Mr. Garpner. My name is Richard N. Gardner, and to my left is 
Mr. Cyril Means, a member of the committee on international law of 
the Association of the Bar of the City of New York. My address is 
42 East 75th Street, New York. I am an attorney with the law firm 
of Coudert Bros., and a lecturer in law at the Columbia Law School. 
For the past 3 years, I have given courses at either Columbia Law 
School or Harvard Law School on legal aspects of international trade, 
and these courses have been largely devoted to the study of American 
foreign trade policy and American participation in GATT. I have 
also recently completed a book on American foreign trade policy and 
GATT which is being published this spring. 

I am a member of the Association of the Bar of the City of New 
York, and I am authorized by that Association to come before you 
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today. For the past 4 months, the committee on international law 
of the Association has been making a study of the constitutionality of 
the legislation which is before your committee and I have been acting 
as a consultant to the committee on international law in the making 
of that study. 

The results of the study are embodied in a report of the committee 
on international law, which I should like to place in the record. 

The CHatrMAN. Without objection it is so ordered. 

(The document referred to follows:) 


Tue AssocraATION OF THE Bark or THE City oF New York, COMMITTEE ON 
INTERNATIONAL LAw—REPORT ON THE CONSTITUTIONALITY OF GATT AND 
OTC 


STATEMENT OF Facts 


The General Agreement on Tariffs and Trade (GATT)! is a multilateral trade 
agreement which was negotiated in 1947. The United States and 34 other coun- 
tries are now parties. It consists of (1) tariff concessions granted by the partici- 
pating countries to one another, (2) a set of general trade rules and (3) certain 
administrative provisions. 

Participation in GATT was effected by the President of the United States under 
the powers delegated to him by the Reciprocal Trade Agreements Act of 1934. 
GATT was never presented to the Congress for its approval. It was originally 
expected that the trade rules and administrative provisions of GATT would be 
superseded by the provisions of an International Trade Organization (ITO). 
The ITO was also to deal with subjects not included ia GATT and not strictly 
withia the field of commercial policy—full employment, foreign investment, 
restrictive business practices. and international commodity agreements. ITO 
was presented to Congress for its approval. Congress took no action, however, 
and the ITO never came into existence. 

In the absence of the ITO, there was no organization to administer the tariff 
concessions and trade rules of GATT. The admiaistrative articles of GATT 
provided for periodic meetings of the contracting parties, but made no provisioa 
for the administration of GATT between these meetings. There was no adequate 
machinery to cope with a host of continuing problems.* Moreover, the absence 
of congressional approval of GATT leit doubt about the extent to which Congress 
considered itself bound by either the trade rules of GATT or its administrative 
determinations.* 

On March 30, 1954, President Eisenhower, following the recommendations of 
his Special Commission on Foreign Economic Policy (the Randall commission),‘ 
informed Congress that the administrative provisions of GATT would be severed 
from the rest of the agreement and submitted to the Congress for its approval.’ 
In the winter of 1954-55 GATT was renegotiated by the contracting parties to 
carry out this objective and also to make certain adjustments in the trede rules 
which experience had proved necessary. The main administrative provisions of 
GATT, supplemented by new administrative machinery, were grouped together 
in an-@greement on an Organization for Trade Cooperation (OTC).® 


' 61 Stat. (parts 5 and 6), T. I. A. 8. No. 1700, vols. I and IT (1947). 

2In the early years of GATT various intersessional committees were established to deal with specific 
problems, but they were appointed for narrowly defined purposes and were in no sense general executive 
bodies. Since 1951 an intersessional cominittee with somewhat broader authority has been established 
each year on a year-to-year basis, but relatively little authority has been delegated to it and its temporary 
nature has prevented it from becoming a true executive committee. 

3 Congress has inserted the following proviso in the last four extensions of the authority granted to the 
President by the Reciprocal Trade Agreements Act: 

“The enactment of this act shall not be construed to determine or indicate the approval or disapproval by 
the Congress of the executive agreement known as the General Agreement on Tariffs and Trade.”’ 

Act of June 16, 1951, ch. 141, sec. 10, 65 Stat. 75; Act of Aug. 7, 1953, ch. 348, sec. 103, 67 Stat. 472; Act of 
July 1, 1954, ch. 445, sec. 3, 68 Stat. 360: Act of June 21, 1955, ch. 169, sec. 3, 69 Stat. 162, 163. 

‘H. R. Doe. No. 290, 83d Cong., 2d sess. 49 (1954). 

530 Department of State Bull. 604 (Apr. 19, 1954). 

6 For convenience the text of the OTC agreement has been printed as an appendix to this report. It can 
also be found at H. R. Doe. No. 140, Sth Cong., Ist Sess. 5-11 (1955) and 32 Department of State Bull. 
579-582 (April 4, 1955). Assistant Secretary of State Samuel C. Waugh signed this agreement on behalf 
of the United States, conditionally on congressional ce of United States membership in the organi- 
zation. He also signed several protocols amending the trade rules of GATT itself. The United States 
acceptanre of these protocols was not conditional on congressional action. 32 id. 577. 
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At the last session of Congress a bill (H. R. 5550) was introduced recommending 
United States membership in the Organization for Trade Cooperation.’ In 
requesting its approval, President Eisenhower stated: 

“| believe the reasons for United States membership in the proposed organiza~ 
tion overwhelming. * * * Such action would serve the enlightened self-interest 
of the United States. * * * Failure to assume membership in the Organization 
for Trade Cooperation would * * * strike a severe blow at development of 
cooperative arrangements in defense of the free world.” ® 

Congress did not act on OTC during its 1955 session. In his state-of-the 
Union message on January 5, 1956, President Fisenhower repeated his appeal to 
Congress for speedy approval of American participation in the Organization: 

“IT most earnestly request that the Congress approve our membership in the 
Organization for Trade Cooperation which would assist the carrying out of the 
General Agreement on Tariffs and Trade to which we have been a party since 
1948. Our membership in the OTC will provide the most effective and expeditious 
means for removing discriminations and restrictions against American exports and 
in making our trade agreements truly reciprocal. United States membership in 
the Organization will evidence our continuing desire to cooperate in promoting 
an expanded trade among the free nations. Thus the Organization, as proposed, 
is admirably suited to our own interests and to those of like-minded nations in 
working for steady expansion of trade and closer economic cooperation. Being 
strictly an administrative entity, the Organization for Trade Cooperation cannot, 
of course, alter the control by Congress of the tariff, import, and customs policies 
of the United States.” ® 

At its meeting in Philadelphia in August 1955, the American Bar Association 
approved the following resolution: 

“V. Resolved that the bill, H. R. 5550, authorizing the President to accept 
membership in the Organization for Trade Cooperation is hereby dis9pproved on 
the grounds (a) that the Reciprocal Trade Agreements Act of 1934 (Tariff Act of 
1930, sec. 35) confers no such power on the President, and (6) that neither the 
President, nor Congress has the legal authority under the Constitution, to delegate 
the regulation of our commerce with foreign nations to a foreign-controlled group, 
and the committee on customs law is hereby authorized on behalf of the American 
Bar Association to present these views to the Congress and that the president 
of the American Bar Association be authorized to select a representative or 
representatives to appear before the proper congressional committees.” 

In response to administration appeals for speedy approval of OTC, the House 
Ways and Means Committee announced that hearings on H. R. 5550 would begin 
on March 3, 1956. In view of the resolution of the American Bar Association, 
the question of the constitutionality of United States participation in GATT and 
OTC is certain to arise. 

The present report is the result of a detailed study of this question. It con- 
cludes that there is no doubt about the constitutionality of American participa- 
tion in the General Agreement on Tariffs and Trade or about the constitutionality 
of H. R. 5550 recommending American participation in the Organization for 
Trade Cooperation. 

It should be emphasized that this report deals only with the questions of 
constitutional power. It does not attempt to pass upon the desirability of 
American participation in GATT and OTC on policy grounds. 

The constitutional position which emerges from the research upon which this 
report is based, and which is more fully elaborated in the following pages, may be 
summ¢rized as follows: 

I. The President had the necessary authority to agree to United States ad- 
herence to and participation in GATT under the authority delegated to him 
in the Reciprocal Trade Agreements Act. 

A. The Reciprocal Trade Agreements Act, which authorizes the President 
to alter American tariff rates by making ‘foreign trade agreements,” is a 
constitutional delegation of congressional power. 

B. The Reciprocal Trade Agreements Act provides authority for United 
States participation in GATT. 

1. The act authorizes the President to enter into multilateral as well as 
bileterel agreements. 


7 H. R. 5559, 84th Cong., Ist sess. (1955), introduced by Representative Cooper and referred to the Com- 
mittee on Ways and Means. 101 Congressional Record 3811 (daily ed. Apr. 14, 1955). 

8 Message from the President requesting enactment of legislation recommending United States member- 
ship in an Organization for Trade Cooperation, H. R. Doc. No. 140, 84th Cong., Ist sess. 4 (1955); 101 Cong. 
Rec. 3760, 3762 (daily ed. Apr. 14, 1955). P Ss 

9H. Noe, 241, 84th Cong., 21 sess. 5 (1956): 102 Congressional Record 137 (daily edition, Jan. 5, 1956). 

© 48 American Bar Association Journal, 1078 (November 1955). 
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2. The act provides authority for the general trade rules in GATT as 
well as the individual tariff concessions. 

3. The act provides authority for the administrative provisions in GATT, 

II. Congress may constitutionally recommend United States participation 
in OTC by H. R. 5550. eee 

A. American participation in OTC would vielate no provision of the 
Constitution. 

1. Neither GATT nor the OTC Agreement gives to international bodies 
or foreign nations any of the constitutional power of Congress ‘‘To regulate 
commerce with foreign nations” or any other power of Congress. 

2. All the powers given OTC and the contracting parties of GATT have 
ample precedent in international organizations already entered into by the 
United States and are less extensive than many of the powers possessed by 
some of these organizations. 

B. There is ample precedent for congressional recommendation of United 
States participation in an international organization by majority vote of 
both Houses. 

ARGUMENT 


POINT I-—-THE PRESIDENT HAD THE NECESSARY AUTHORITY TO AGREE TO UNITED 
STATES ADHERENCE TO AND PARTICIPATION IN GATT UNDER THE AUTHORITY 
DELEGATED TO HIM IN THE RECIPROCAL TRADE AGREEMENTS ACT 


H. R. 5550 is a bill authorizing American participation in the Organization for 
Trade Cooperation. It makes no direct reference to GATT. It might be 
thought, therefore, that constitutional questions about H. R. 5550 could be 
completely resolved by consideration of the OTC agreement alone. While this 
may be technically correct, a thorough study of the constitutional problem must 
be wider in scope. The primary function of OTC is to administer GATT. It 
would make no sense for Congress to authorize American participation in OTC 
if GATT itself were not a valid international obligation of the United States. 
An inquiry into the constitutionality of present American adherence to GATT 
is, therefore, a prerequisite to considering the constitutional authority of Congress 
to approve OTC.1! 

American adherence to and participation in GATT was effected by the executive 
department of the United States Government without specific congressional ap- 
proval. This has been described by some crivics as an unconstitu.ional usurpation 
of congressional power. They point to the fact that the Constitution gives to 
Congress the power “‘To lay and collect taxes, duties, imposts, and excises’’ 
(including tariffs) and ‘To regulate commerce with foreign nations.” In reply 
to charges of unconstitutionality, the executive department maintains that Con- 
gress, in the Reciprocal Trade Agreements Act of 1934, made a delegation to the 
Executive of its power to make tariffs and to regulate commerce with foreign 
nations, and that this delegation provided ample authority for the Executive to 
undertake American participation in GATT. 


A. The Reciprocal Trade Agreements Act is a constitutional delegation of con- 
gressional power 


The first question to be decided is whether the Reciprocal Trade Agreements 
Act is a constitutional delegation of congressional power. No court has yet had 
an opportunity to pass directly upon this question." Nevertheless, the constitu- 
tionality of the act rests on a solid foundation of judicial authority. 

It is well established that Congress may delegate its constitutional powers to 
the Executive when it lays down an “intelligible principle” to guide the Executive 
in the exercise of such powers.“ In the domestic field, Congress has made 
numerous delegations to administrative agencies of its power to regulate inter- 


1! Since we must first consider the validity of the original United States adherence to GATT, all references 
in the following sec*ion (unless otherwise specified) will be to that agreement in its original, prerevision form. 

12 Art. I, see. 8, cl. 1 and cl. 3. 

83 Until recently there has been no generally available procedure by which domestic producers affected by 
tariff reductions and other changes in import restrictions made by the Executive could challenge the con- 
stitutionality of the Reciprocal Trade Agreements Act. In 1951, however, Congress provided such a pro- 
cedure. Trade Agreements Extension Act, June 16, 1951, ch. 141, sec. 9 (a), 65 Stat. 72, 75. 

Two cises are now pending in which the constitutional question has been raised. Morgantown Glassware 
Guild, Inc. v. Humphrey, Secretary of the Treasury, Civil No. 876-55, D. D. C., Aug. 29, 1955 (mem. op.) 
on appeal, No. 13033, D. C. Cir. (petition for declaratory judgment that act is unconstitutional and GA t 
adherence ultra vires; dismissed for want of juristiction); Star Aist Foods, Inc. v. United States (Bruno 
Scheidt, Inc., party in interest), Protest No. 258737-K, Customs Ct. (attack on constitutionslity of act as 
authority for tariff reduction accomplished by bilateral trade agreement with Iceland; not yet at issue). 

“ Hampton & Co. v. United States, 276 U.S. 394 (1928). 
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state commerce. The courts have upheld the constitutionality of such delegations 
even where the administrative agencies were left free to operate within principles 
as broad and indefinite as “public interest’’™ and “public convenience, interest, 
or necessity.’’ 

In the tariff and foreign trade field, two leading cases establish the constitu- 
tional validity of delegations of congressional power. In Field v. Clark,” the 
Supreme Court upheld a section of the Tariff Act of 1890 which authorized the 
President to suspend the duty-free status of certain foreign products whenever he 
found that the countries exporting those products maintained “reciprocally 
unequal and unreasonable” duties on American products. In Hampion & Com- 
pany v. United States,"* the Supreme Court upheld a section of the Tariff Act of 
1922 which authorized the President to vary American tariff rates in order to 
“equalize the differences in the costs of production” of domestic and foreign 
articles. In both these cases the quoted statutory provisions were held to set 
standards definite enough to constitute a valid delegation of congressional power. 

The Reciprocal Trade Agreements Act authorizes the President to enter into 
‘“foreign-trade agreements with foreign governments” and to proclaim modifica- 
tions of existing United States tariffs and other import restrictions in accordance 
with those agreements. In exercising his authority under this legislation, the 
President must find 

(1) That “existing duties or other import restrictions of the United 
States or any foreign country are unduly burdening and restricting the foreign 
trade of the United States’ and 

(2) That the exercise of his authority will promote the purpose of the legislation, 
i. e., that of “expanding foreign markets for the products of the United States.’’ 

The principle laid down here is certainly no less ‘intelligible’ than the prin- 
ciples upheld in the Field and Hampton decisions. As Senator George declared 
during the original congressional debates on the Reciprocal Trade Agreements 
Act: ‘‘No fair-minded person can say that the principle of bargaining to open 
lanes of distribution and markets of consumption by the Chief Executive in aid 
of the domestic producer is not as intelligible and practicable a principle within 
the rule announced in the Hampton case as that of equalizing the costs of pro- 
duction the world over as compared with prevailing costs in the United States.”’ 2! 

The constitutionality of the Reciprocal Trade Agreements Act becomes par- 
ticularly clear when attention is focused on the area of the governmental activity 
that is here involved. We have already noted that the courts have upheld 
extremely broad delegations by Congress of its constitutional power in the 
domestic field. They have been even more willing to sanction such delegations 
when the legislative powers overlapped—as they do here—existing executive 
powers in the field of foreign affairs. As the Supreme Court declared in United 
States v. Curtiss-Wright Export Corporation: 

“It is important to bear in mind that we are here dealing not alone with an 
authority vested in the President by an exertion of legislative power, but with 
such an authority plus the very delicate plenary and exclusive power of the 
President as the sole organ of the Federal Government in the field of international 
relations—a power which does not require as a basis for its exercise an act of 
Congress, but which, of course, like every other governmental power, must be 
exercised in subordination to the applicable provisions of the Constitution. It is 
quite apparent that if, in the maintenance of our international relations, embarrass- 
ment—perhaps serious embarrassment—is to be avoided and success for our aims 
achieved, Congressional legislation which is to be made effective through negotiation 
and inquiry within the international field must often accord to the President a degree 
of discretion and freedom from statutory restriction which would not be admissible 
were domestic affairs alone involved.” 2 [Italics supplied.] 

The constitutionality of the delegation of congressional power contained in 
the Reciprocal Trade Agreements Act was fully and carefully considered by the 
Congress itself when the act was first enacted. The House Ways and Means 
Committee gave “particular attention to the question of constitutionality” of 
the legislation. It concluded that “the proposed bill goes no further than many 


183 New York Continental Securities Corp. v. United States, 287 U. 8. 12, 24 (1932). 

16 Federal Radio Commission v. Nelson Brothers Bond & Storage Co., 289 U.S. 266, 285 (1933). 

17143 U.S. 649 (1892). 

18 276 U. S. 394 (1928). 

19 69 Stat. 162,19 U.S. C. A. §1351 (Supp. 1955). This is the latest extension of the authority granted the 
President in the Reciprocal Trade Agreements Act of 1934, ch. 474, 48 Stat. 943. 

*.U.8. C. A. § 1351 (a). 

31 78 Congressional Record 10077 (1934). 

22 299 U.S. 304, 319-320 (1936). 
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previous enactments of the Congress; in fact, it follows the current of legislation 
enacted from the early days of our history.’”’** The same committee in later 
years supported not only a renewal but a broadening of the delegated powers and 
reaffirmed its conclusion that “the Trade Agreements Act involves no improper 
delegation of —- power.” * Representative Fred Vinson, later Chief 
Justice of the United States, was particularly vehement in asserting that the 
constitutionality of the act was beyond question: 

“For the life of me, I cannot understand how this defense would be set up at 
this time. * * * The matter is really not debatable. The placing of this dis- 
cretion in the Chief Executive of the United States is not an unconstitutional 
delegation of power.” * 

As a concluding point, it should be noted that Con has extended the au- 
thority delegated to the President by the Reciprocal Trade Agreements Act nine 
times since the act was first passed in 1934. There could scarcely be more impres- 
sive evidence that Congress regards the act as a constitutional delegation of its 
own power. 


B. The Reciprocal Trade Agreements Act provides authority for United States 
participation in GATT 


The case against the constitutionality of American participation in GATT is not 
based solely on the charge that the Reciprocal Trade Agreements Act is unconsti- 
tutional. It rests also on the alternative charge that the Reciprocal Trade 
Agreements Act, even if constitutional, does not authorize American participation 
in GATT. Three arguments have been advanced to support this latter assertion: 

1. The act authorizes the President to make bilateral trade agreements, but 
not a multilateral trade agreement like GATT; 

2. The act authorizes the President to make agreements embodying tariff 
concessions but not embodying the general trade rules contained in GATT; and 

3. The act does not authorize the President to make agreements embodying the 
administrative provisions contained in GATT. 

Each of these arguments must be examined in turn. 


1. The Reciprocal Trade Agreements Act authorizes the President to conclude 
multilateral as well as bilateral agreements. 


The Reciprocal Trade Agreements Act authorizes the President to enter into 
“foreign trade agreements” with other governments for the purpose of “expanding 
foreign markets for the products of the United States.” Special note should be 
made of the phrase “foreign trade agreements.”” The legislation does not specify 
bilateral agreements only. There is no evidence in the legislative history of the 
act to indicate that the Congress wished to confine the executive in this way. It 
must be considered, therefore, that the Congress wished to leave the executive 
free to conclude either bilateral or multilateral agreements, whichever would 
best etn, in the given circumstances, the purposes for which the Act was 

assed.26 

That the purposes of the Reciprocal Trade Agreements Act would be promoted 
by multilateral rather than bilateral agreements was clearly demonstrated in the 
first decade of the act’s history. In that period the President exercised his 
authority by negotiating bilateral agreements with 29 countries. Under these 
agreements the United States made reductions in its tariffs in return for reductions 
in the tariffs of its various trading partners. The agreements also provided 
limitations on the use of trade restrictions other than tariffs (such as quantitative 
ma ot and internal taxes) which might be used to nullify the effect of the tariff 
reductions. 


3H. R. Rep. No. 1000, 73d Cong., 2d sess. 7 (1934). Seealso 8S. Rep. No. 871, 73d Cong., 2d sess. 10 (1934), 

“H.R. Rep. No. 594, 79th Cong., Ist sess. 10-11 (1945). 

%5 81 Congressional Record 1028 (1937). For authoritative analyses leading to the same conclusion, see 
Francis B. Sayre, Constitutionality of the Trade Agreements Act, 39 Columbia Law Review 751 (1939); 
Comment, The Trade Agreements Act of 1934, 46 Yale Law Journal 647 (1937); Green H. Hackworth, Legal 
Aspects of the Trade Agreements Act of 1934, 21 American Bar Association Journal 570 (1935). 

3% Reference may be made by way of analogy to United States Constitution art. II, sec. 2, cl. 2, which gives 
the President the power, with the advice and consent of the Senate, “‘t> make treaties.’’ This has never 
been interpreted to confine the President to the making of bilateral treaties. 

Reference may also be made to the fact that the United States has entered into numerous multilateral 
postal agreements under a statutory authorization to the executive that said nothing about multilateral 

l agreements. On the very day the President signed the Reciprocal Trade Agreements Act of 1934 

e also signed an Act providing that “the Postmaster General, by and with the advice and consent of the 
President, may negotiate and conclude postal treaties and conventions”. Act of June 12, 1934, cl. 473, 48 
Stat. 943. This act amended earlier legislation containing the same language, which, as Congress knew, 
had been used as authority for entering into multilateral postal conventions. Apparently the 73d Congress 
did not consider it necessary to specify that multilateral as well as bilateral agreements were within the ambit 
of authority granted to the executive either in the postal or in the trade agreements field. 
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This syetm of bilateral trade agreements revealed serious limitations. The 
agreements naturally provided for unconditional most favored nation treatment— 
a principle of commercial policy adopted by the United States and most other 
countries as a necessary basis for nondiscriminatory and friendly trade relations. 
This provision meant that the concessions made by the parties to each agreement 
were granted generally to the trade of other countries. In the system of bilateral 
agreements, the most favored nation clause produced a certain amount of diffi- 
culty. Parties to a particular bilateral agreement were inhibiting im granting 
tariff concessions to one another by the fear that countries not parties to the agree- 
ment would obtain benefits from those concessions without giving any conces- 
sions of their own in return. Parties to a bilateral agreement were also reluctant 
to agree to general trade obligations in the absence of assurance that other coun- 
tries would assume the same obligations themselves, 

Accordingly, in planning for international trade cooperation after the Second 
World War, it was decided to abandon the bilateral method of tariff bargaining 
in favor of a multilateral approach. Under the new system the world’s trading 
nations. would all meet simultaneously to conclude their various sets of tariff 
bargains. They would thus be able to make substantial concessions with the 
assurance of knowing just what would be the sum total of concessions afforded 
by all the other nations in return, They would also be able to agree upon a com- 
mon set of trade rules to protect and supplement those tariff concessions, 

The General Agreement on Tariffs and Trade was nothing more than the 
name for the agreement which embodied this new approach. Considering both 
the unqualified authorization of the Reciprocal Trade Agreements Act to make 
‘foreign trade agreements” and the proven shortcomings of the bilateral approach 
as a means of achieving the act’s objective, it is only reasonable to conclude 
that the authorization included the making of a multilateral agreement. 


2. The Reciprocal Trade Agreements Act provides authority for GATT’s General 
Trade Rules 


GATT contains a number of general trade rules as well as individual tariff 
concessions. ‘These rules cover such subjects as unconditional most-favored- 
nation treatment, internal taxation, customs administration, and quantitative 
restrictions.27. There can be no doubt but that the President has the authority 
to conclude a trade agreement embodying such rules. The Reciprocal Trade 
Agreements Act provides the general authorization to the executive to “enter into 
foreign trade agreements’’ for the “purpose of expanding foreign markets for the 
products of the United States.’’ The purpose of the act could not te achieved 
unless the President were empowered to deal in his negotiations with the whole 
range of restrictions which effectively impede American exports. This factor was 
specifically recognized in the act when it authorized the President to proclaim 
modifications of ‘‘other import restrictions” 2° as wel] as tariffs. 

On numerous occasions before the passage of the Reciprocal] Trade Agreements 
Act in 1934 the President—in some cases even without congressional authority to 
make agreements on tariff matters—entered into trade agreements embodying 
general rules of trade policy.?* 


2? The following is a complete list of the articles of GATT containing general princirles of trade policy: 
art. I (general most-favored-nation treatment); arts. III and IV (national! treatment on internal taxation and 
regulation); art. V (freedom of transit); art. VI (antidumping and countervailing duties); art. VII (valua- 
tion for customs purposes); art. VIII (fees and formalities connected with importation and exnortation); 
art. [X (marks of origin); art. X (publication and administration of trade regulations); art. XI (zeneral 
elimination of quantitative restrictions); art. XII (restrictions to safeguard the balance of payments); art. 
XIII (nondiscriminatory administration of quantitative restrictions); art. XIV (exceptions to the rule of 
nondiscrimination); art. X V (exchange arrangements); art. X VI (subsidies); art. X VII (State trading enter- 
prises); art. X VIII (Governmental assistance to economic development); art. XLX (emergency action on 
imports of particular products); art. XX (general exceptions); art. X XI (security exceptions); art. XXIV 
(territorial application-frontier traffic-customs unions and free-trade areas). 

#69 Stat. 162, 163,19 U. S. C. A. sec. 1351 (a) (1) (supp. 1955). 

® The texts of some of these agreements are collected in Hearings before the Senate Committee on Finance 
on Extension of the Reciprocal Trade Agreements Act, 8ist Cong., Ist Sess. 1131 (1949). 

It should be noted that the general rules of commercial policy embodied in GATT ggg ee all trade 
between the parties, not just to the commodities on which tariff concessions are made. But this fact 
represents no new development. ‘Trade rules applying to all trade were included in a number of executive 
agreements concluded prior to 1934. An executive agreement between the United States and Germany 
for example, signed by Secretary of State Elihu Root in 1907, included general undertakings by the United 
States with respect to modification of its ‘customs and consular regulations’ —regulations involving such 
matters as the definition of dutiable ‘market value” and the conduct 2f proceedings by the United States 
Board of Appraisers (now the United States Customs Court). 1 Malloy, United States Treaties, Conven- 
tions, International Acts, Protocols and Agreements 563 (1910) (not in Statutes at Large). See also agree- 
ment with Greece according mutual unconditional most-favored-nation treatment in customs matte: 
December 9, 1924, TS706, 4 United States Treaties, Conventions, International Acts, Protocols 
Agreements 428] (Trenwith ed. 1938) (not in Statutes at Large); provisional agreement with Persia respect- 
ing commercial relations, May 14, 1928, 47 Stat. 2644, EAS 19; provisional commercial agreement with 
Rumania for most-favored-nation treatment, August 20, 1930, 47 Stat. 2593, EAS 8. 
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The Committee on Ways and Means of the House of Representatives took 
special notice of these agreements when it reported in 1934 on the bill which 
became the original Reciprocal Trade Agreements Act.* The committee re- 
ferred to these agreements as precedents for the validity of the agreements about 
to be authorized by the Trade Agreements Act, and clearly indicated that it 
considered general trade rules a proper part of the trade agreements to be entered 
into under the legislation. 

During hearings before this committee, Secretary of State Cordell Hull made a 
point of asking for the delegation of “full authority; otherwise, in respect of the 
things which are declared in purpose and effect and intended as a substitute for 
the ordinary name and function of tariffs, we would not get anywhere.’”"™ After 
hearing testimony such as this, the committee emphasized that authority was 
being given the President to proclaim changes in “other import restrictions” 
as well as tariffs, and that this authority was “designed to cover the various types 
of measures for the retardation of trade, with which the President will be expected 
to deal in his negotiations with other countries.” 

Following this clear declaration of congressional intent general trade rules were 
incorporated in bilateral agreements concluded by the President under the au- 
thority of the Reciprocal Trade Agreements Act.% In renewals of the act com- 
mittees of Congress referred, with approval, to the inclusion of such trade rules.*4 


3. The eat eet Trade Agreements Act authorizes the administrative provisions 
of GATT. 


We have now seen that the Reciprocal Trade Agreements Act provided au- 
thority for the President to participate in a multilateral tariff agreement and also 
to adhere to GATT’s general rules of trade policy. The only other provisions 
in GATT (except for the statement of objectives) are those of an administrative 
character. Some critics have suggested that by participation in an international 
agreement containing these provisions the Executive has made an unconsti- 
tutional delegation to an international body of the power of Congress ‘‘To regulate 
commerce with foreign nations.’?’ Since Congress delegated to the Executive the 
power to enter into foreign trade agreements, the question is really whether the 
Executive has redelegated to GATT any powers of Congress, and, if so, whether 
such redelegation was constitutionally proper. 

It is difficult to see how the administrative provisions of GATT involve any 
redelegation by the Executive of congressional power. The Constitution gives 
to Congress the power ‘‘To regulate commerce with foreign nations.” The con- 
tracting parties to GATT, operating under the administrative provisions, cannot 
impinge upon this power. They have no authority to make commercial policy 
for the United States. They cannot change a single American tariff rate, nor 
one Se American law relating to the import or export of goods. 

ith the exceptions to be discussed below, the administrative provisions of 
GATT are purely mechanical arrangements defining the obligations of the agree- 
ment and the rights of the contracting parties inter se.. These have not been the 
object of serious challenge.* 

The charge that the administrative provisions of GATT delegate to the con- 
tracting parties the power of Congress ‘““To regulate commerce with foreign 
nations” is probably inspired by certain powers of interpretation and waiver 
given the contracting parties in the two administrative articles not yet dealt with.** 


” H. Rept. 1000, 734 Cong., 21 sess.; 9, 10, 15 (1934). 

3! Hearigas before the House Committee _n Ways and Means on H. R. 8430, concerning Reciprocal 
Trade Agreements, 731 Cong., 21 sess., 8, 9, 13 (1934). 

2 H. Rept. 1000, 731 Cong., 21 sess., 16 (1934). 

% See, ¢. g., Reciprocal Trade Agreement With Switzerland, January 9, 1936, 49 Stat. 3017, E. A. S 
No. 90; with Mexico, Dec. 23, 1942, 57 Stat. 833, E. A. 8. No. 311. 

4 See H. R. 166, 75th Cong., ist sess. 11-12 (1937); S. 111, 75th Cong., Ist sess. 5 (1937); H. R. 409, 78th 
Cong., 1st sess. 42 (1943). On several ocessions the courts have considered, without questioning their 
validity, the general trade rules Incorporated in bilateral agreements negotiated under the act. See Balfour, 
Guthrie & Co. v. United S’ates, 31 C. C. P. A. (Customs) 63, 136 F. 1019 (1943); Greene Cattle Co., Inc. 
v. United States, 36 C. C. P. A. (Customs) 52 (1949). 

38 The following is a list of these provisions: Article XXII (consultation); article X XVI (acceptance, 
entry into force, and registration); article XXVII (withholding or withdrawel of concessions); article 
XXVIII (modification of schedules); article X XTX (the relation of this agreement to the Havana Charter); 
article XXX (amendments); article XX XI (withdrawal); artide XXXII (contracting parties); article 
X XXIII (accession); article XX XIV (annexes); article XX XV (nonapplication of the agreement between 
particular contracting parties). 

% Powers of interpretation and waiver are also given the contracting parties in some of the drticles on 
general trade policy, such as articles XIl and XVIII. Since the powers given in these articles are of the 
same type as the powers given the contracting parties by administrative articles XXIII and XXV, they 
will not be separately considered. 
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, pane articles (with a summary of their most important provisions) are the fol- 
owing: 

Article XXIII—Nullifteation or Impairment. 

This article authorizes the contracting parties as a group to investigate contro- 
versies between particular contracting parties and to make recommendations and 
rulings thereon. It empowers them, in serious circumstances, to authorize one 
contracting party to withdraw concessions from another contracting party or 
parties to the extent that they deem appropriate. The contracting party from 
whom concessions are withdrawn is free to withdraw entirely from the agreement 
upon 60 days’ notice in writing. 

ee provisions are transferred by the revision of GATT to the OTC agree- 
ment. 

Article XXV—Joint Action by the Contracting Parties. 

This article provides for meetings of the contracting parties and lays down pro- 
cedures for such meetings. It also provides that in exceptional circumstances the 
contracting parties can grant one another waivers of their GATT obligations by 
two-thirds vote. 

Say provisions are transferred by the revision of GATT to the OTC agree- 
ment. 

It will be seen that the above articles give to the contracting parties as a group 
certain powers to interpret GATT and to authorize particular contracting parties 
to withdraw from their obligation8’. In the 1954-55 revision, the powers of 
interpretation and waiver were removed from these articles and transferred to 
the OTC agreement.’ In their amended form, the articles are simply the same 
kind of mechanical arrangements as the other administrative provisions of GATT 
discussed ear'ier and are not open to serious question. Whether Congress can 
constitutionally approve American participation in the OTC which has now 
yoo ae these powers of interpretation and waiver has still, of course, to be 

ecided. 

Consideration of the constitutional implications of these powers of interpreta- 
tion and waiver might therefore be entirely deferred until discussion of the OTC 
itself. Two reasons, however, militate against such a procedure. First, the 
President agreed to United States adherence to and participation in a GATT 
which, in its original form, contained these provisions of interpretation and waiver. 
It could conceivably be argued that, if the inclusion of these ora violated 
some constitutional provision, American participation in GATT as a whole was 
invalid. Second, until OTC is approved by the United States Congress, the 
contracting parties of GATT will continue to exercise the powers of interpretation 
and waiver. For these reasons it is appropriate to consider what authority the 
Executive has to participate in an executive agreement containing such provisions. 

The attack on the legality of the provisions for interpretation and waiver appears 
to take the following lines. With respect to interpretation, it is contended that 
the contracting parties, by majority vote, can interpret the obligations of the 
United States under the agreement and thus, in effect, deprive the Congress of 
its constitutional power to make American trade policy. With respect to waiver, 
it is contended that the contracting parties, by their power to pass upon American 
requests to be released from GATT obligations, and by their power to release 
other countries from the obligations which those countries have undertaken vis-a- 
vis the United States, can usurp the constitutional power of Congress ‘To regulate 
commerce with foreign nations.” 

All these contentions are devoid of merit. The power of the contracting parties 
to interpret the obligations of the United States and other countries under the 
agreement impinges upon no power of Congress. The contracting parties have 
no power under the agreement to increase the obligations of the United States. 
They cannot force the United States to alter a single tariff rate or other item of 
legislation. In short, they cannot force the United States to act in accord with 
their interpretations. At most they can, in extreme cases, when the United States 
refuses to accept their interpretation of its obligations, authorize other countries 
to withdraw concessions from the United States. Whether this involves some 
unconstitutional usurpation of congressional power will be presently discussed. 
But it is clear that the act of interpreting does not itself involve the exercise of 
congressional power. 

We are brought, therefore, to the charge that the power of the contracting 

arties to authorize other countries to withdraw concessions granted to the 

nited States involves an exercise of the constitutional power of Congress “To 


% The 1954-55 revision also gave OTC[theZpowers of interpretation and waiver given the contracting 
parties in the general trade articles. 4 
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regulate commerce with foreign nations.” This charge involves an obvious 
fallacy. The power to regulate commerce between the United States and foreign 
countries by tariffs and other restrictions imposed by such foreign countries on 
imports to and exports from their own territories is a power which exists in those 
countries alone. It is not a power of the American Congress. The Constitution 
of the United States cannot and does not vest in Congress such authority. To 
hold otherwise would be to assert that the American Congress can legislate for 
the entire world. One cannot attribute such absurdity to the framers of our 
Constitution. The axiom that the powers of Congress do not include the making 
of legislation for other countries has been repeatedly recognized by our Courts.** 
It follows that the power of the contracting parties to authorize waiver of the 
obligations of other countries vis-a-vis the Cnited States involves no delegation 
of congressional power. 

The some is true of the power of the contracting parties to grant waivers to the 
United States. We have already seen that the Reciprocal Trade Agreements 
Act was a constitutional delegacion to the President of the power to make foreign 
trade agreements. By such foreign trade agreements the United States, as in 
all international agreements, voluntarily assumes the obligations to do or not 
to do certain things in return for corresponding obligations assumed by other 
countries. The power of the contracting parties to relieve the United States from 
its obligations gives the United States more rather than less freedom than it 
would otherwise have. Without GATT’s administrative provisions the United 
States would be inflexibly bound by the obligations it had contracted. With 
them, it has an opportunity of escape.** This opportunity of escape obviously 
involves no usurpation of congressional power ‘‘to regulate commerce with 
foreign nations.” 

In short, therefore, the administrative provisions of GATT for interpretation 
and waiver involve no power of the American Congress and, therefore, no re- 
delegation of such power by the President. They involve rather a systematiza- 
tion by mutual agreement of a power over commerce between the United States 
and foreign nations which is not a power of the American Congress or of any 
branch of the United States Government. 

Even if a “redelegation’”’ could somehow be found in the administrative pro- 
visions of GATT, there could be little doubt about its propriety. The Reciprocal 
Trade Agreements Act gave the President authority to make “foreign trade 
agreements.”’ As we have seen, this included the authority to make multilateral 
agreements containing not simply tariff concessions but general trade rules as 
well. It must also have included the authority to negotiate the administrative 
provisions necessary to accomplish the act’s objectives. No foreign trade agree- 
ment—certainly not a multilateral agreement embodying general trade rules— 
could operate effectively without some mechanism for interpretation and for 
adaptation of the general rules to changing situations. It is doubtful whether any 
country, including the United States, would commit itself to obey a set of trade 
rules unless some provision were made for release in special circumstances. To 
put it in another way, the administrative provisions of GATT at which criticism 
is directed are precisely those which permit the United States Congress to free 
itself from the tariff and trade commitments which it has previously authorized 
the President to make. 

The inclusion of administrative provision in trade agreements made by the 
President without specific congressional authority is no new development. It 
has ample precedent in American history. An early example of a trade agreement 
containing such provisions is the executive agreement with France which Elihu 
Root signed on behalf of the United States on January 28, 1908. Article III of 
this agreement provided that complaints as to the application of customs regula- 
tions should be considered by two commissions of experts to be appointed by 
the Governments of the United States and France. The commissions were to 


% E.g., Americzn Banana Co. v. United Fruit Co., 213 U. 8. 347 (1909), and cases therein cited. 

%* The United States has utilized the possibility of waiver to withdraw from its GATT obligations in 
several important cases. The most important of these was the waiver granted in connection with import 
restrictions imposed by the United States under sec. 22 of the Agricultural Adjustment Act. The text 
of the waiver may be found in GATT, Basic Instruments and Selected Documents, 32-36 (3d Supp. 1955). 

The United States has another power of escape, of course, in that it can withdraw entirely from GATT, 
in certain circumstances, atter 60 days’ notice in writing. The waiver provision, however, has the partic- 
ular advantage of affording the United States escape from individual obligations which have become 
onerous without depriving it of the advantages accruing to it under the agreement. 

® Additional commercial agreement with France, January 28, 1908, 1 Malloy, Treaties, Conventions, 
International Acts, Protocols and Agreements 547 (1910) (not in Statutes at Large), reprinted, Hearings 
— bay og ‘ je Committee on Finance on Extension of the Reciprocal Trade Agreements Act, Sist Cong., 

sess., 1949). 
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confer and report to their respective governments with a view to modifying the 
objectionable regulations. Article I of the same agreement gave to the President 
of the French Republic the right to withdraw certain concessions “whenever 
additional duties beyond those now existing and which may be deemed by him 
unjust to the commerce of France, shall be enforced by the United States on 
products of France.” 

In recent years, bilateral agreements negotiated under the Reciprocal 
Trade Agreements Act of 1934 have included administrative provisions similar 
to those included in GATT. The agreement with Mexico, for example, con- 
tained an escape clause authorizing the withdrawal or modification of concessions 
under specified circumstances.‘! The clause provided that, before concessions 
could be withdrawn or modified, the country intending to act had to afford the 
other government an opportunity of consultation with respect to the proposed 
action; if agreement could not be reached, the entire trade agreement could be 
terminated on short notice. The clause placed no limitation on the extent. of 
the modifications which the parties might make in tariff concessions and other 
obligations during their consultation in order to avoid termination of the agree- 
ment. This provision of the trade agreement with Mexico was accepted by impli- 
cation by the House Ways and Means Committee in 1945 when it approved a 
statement by administration witnesses that like provisions would be included in 
future trade agreements.” 

It must be noted, of course, that the administrative provisions of GATT are 
embodied in a multilateral, not a bilateral, trade agreement. This fact appears 
to be regarded as significant by some critics. They argue that, whatever the 
validity of the administrative provisions in bilateral agreements may be, such 

rovisions are inadmissible in a multilateral agreement where the United States 
lias only 1 vote in 35. They regard the latter arrangement as a dilution of Ameri- 
can sovereignty significantly greater than that involved in a bilateral system. 
Accordingly, they describe it as an unconstitutional “redelegation”’ of congres- 
sional power. 

This argument rests on a fundamental misunderstanding of the operation both 
of bilateral agreements and of GATT itself. In a bilateral trade agreement, 
occasions may arise when one party undertakes a measure which the other party 
considers to have violated the agreement. Under customary international law, 
the complaining party, if it has a valid grievance which cannot be resolved by 
negotiation with the first party, has the right to retaliate.“ If the first party 
concedes that its action would violate the agreement, it must, if it wishes to avoid 
possible retaliation, secure a waiver from the other party of the other party’s 
rights under the agreement. 

Under GATT, on the other hand, the decision as to whether an American action 
does or does not violate treaty obligations is not made unilaterally by the one 
other nation directly affected; it is made by a majority vote of the contracting 

arties, many of them disinterested in the controversy. In the event that the 

Jnited States is found to have violated its obligations, the measures of retaliation 
by the complaining country do not lie within its discretion alone; they are de- 
termined in accordance with recommendations of the contracting parties as a 
group. Finally, if the United States asks a waiver for a legislative measure clearly 
in conflict with its obligations, it does not have to gain approval (as it does under 
the bilateral system) from each country adversely affected, but only from two- 
thirds of the contracting parties. Thus the administrative provisions of GATT 
involve less restriction of United States freedom than the administrative provi- 
sions of bilateral agreements whose constitutional validity has long been accepted. 

The legal objection to the inclusion of administrative provisions in a multi- 
lateral trade agreement is mainly inspired by fears about the political implica- 
tions of such an arrangement. It is claimed that the United States has less 
bargaining power as 1 nation among 35 than in negotiation with individual trad- 
ing partners. The experience with GATT and with bilateral agreements has 
demonstrated the unsoundness of this claim. The influence of the United States 
on decisions of the contracting parties has not simply been that of a nation having 


“| Reciprocal Trade Agreement with Mexico, December 23, 1942, art XI, 57 Stat. 833, 845-846, EAS 311. 

# H, Rept. 594, 79th Cong., Ist sess., 9 (1945). For other provisions in trade agreements authorizing the 
withdrawal or modification of concessions, see Reciprocal Trade Agreement with Venezuela, November 6, 
1939, art VI, 54 Stat. 2375, 2378, EAS 180; Reciprocal Trade Agreement with Switzerland, January 9, 1936, 
art. XVI, 49 Stat. 3917, 3927, EAS 90. For an example of the exercise of the power provided under this 
article of the Swiss agreement, see Proclamation of the President terminating concession on handkerchiefs 
under Rectproce! Trade Agreement with Switzerland, November 28, 1940, 54 Stat. 2461, EAS 193. 

#2 Hyde, International Law Chiefly as Interpreted end Applied by the United States, see, 588 (retorsion 
and retaliation) (2d rev. e7., 1947); ? Oppenheim, International Law, secs. 29-32 (retorsion), secs. 33-43 
(reprisals) (7th ed., Lauterpacht, 1952), 
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1 vote in 35; it has fully reflected the position of the United States as the world’s 
foremost economic power. Striking evidence of this fact was the broad waiver 
which the United States received from the contracting parties to employ quanti- 
tative restrictions, otherwise prohibited by GATT, on agricultural imports. 
Unfortunate indeed would have been the prospect confronting the United States 
had this country been forced to secure the waiver in bilateral negotiations with 
34 different trading partners. 

It must be concluded, therefore. that the administrative provisions of GATT 
involve no surrender of American bargaining power and no dilution of American 
sovereignty. Clearly they involve no improper “redelegation’”’ of congressional 
power." 


POINT II—-CONGRESS MAY CONSTITUTIONALLY RECOMMEND AMERICAN PARTICIPATION 
IN OTC BY H. R. 5550 


We have reached the conclusion that the President had authority to authorize 
United States participation in GATT under the powers delegated to him in the 
Reciprocal Trade Agreements Act of 1934. For reasons of policy, however, the 
administration has removed the main administrative provisions from GATT, and 

laced them, strengthened by new administrative machinery, in an Agreement 
or an Organization for Trade Cooperation. Congressional authorization for 
OTC is now sought in the form of majority action by both Houses of Congress. 
There can be little doubt about the constitutional power of the Congress to 
authorize United States participation in OTC and to do so in this way. 


A. Congress has the Constitutional Authortiy to Recommend American Participation 
in OTC. 


The purpose of OTC is to provide permanent arrangements for the adminis- 
tration of GATT. The Organization would exercise the functions formerly 
exercised jointly by the contracting parties in their informal periodic meetings. 
It would also be empowered to sponsor international trade negotiations and serve 
as an intergovernmental forum for the discussion and study of other questions 
relating to international trade. * 

The OTC would have an Assembly, consisting of all the states party to GATT, 
and a 17-member Executive Committee, to which the Assembly would delegate 
powers to handle questions arising between sessions of the Assembly. Under the 
criteria for election to the Executive Committee, the United States would be 
assured of a permanent seat. 

The OTC Agreement specifically provides that the Organization shall have no 
authority to amend the provisions of GATT or impose on any member any 
obligation which that member has not specifically agreed to undertake.” 

Two articles of OTC contain, jn virtually identical form, the powers to inter- 
pret GATT and to authorize releases from its obligations which were formerly 
contained in the two main administrative articles of GATT. Article 13 em- 
powers the Assembly, io exceptional circumstances, to waive by two-thirds vote 
an obligavion imposed upon a contracting party by GATT. Article 14 authorizes 
the Organization to investigate and rule on complaints and in serious cases to 
authorize a contracting party to suspend the application to any other contracting 
party or parties of concessions under GATT. The contracting party from whom 
concessions are thus withdrawo is free to withdraw from the Organization after 
60 days’ notice in writing. 

44 Besides the administre*ive provisions in bilateral trade agreements, additional precedents for the ad- 
ministrative provisions of GATT may be found in a number of international agreements containing pro- 
visions for interpretation and adjustment of obligations which have been entered into by the President 
without specific congressional authorization. Some of the organizations established by these agreements 
exercise powers in the very fields in which Congress has authority under the Constitution. The Universal 
Postal Union Conventions, from 1874 to 1952, have given that international organization broad powers to 
regulate postal procedures. The substance of the provisions of the agreement may be modified by the 
parties to the union by a two-thirds vote. Moreover, disputes between the parties are to be submitted to 
a special arbitral tribunal created for this purpose. Treaty concerning the Formation of a General Postel 
Union, October 9, 1874, 19 Stat. 577, revised many times, most recently July 11, 1952, TIAS 2800. Art. XVI 
of the 1874 treaty provided for arbitration of disputes by the postal administrations of disinterested states. 
19 Stat. 858. Art. 31 of the 1952 Convention continues this arrangement, and alternatively makes eligible 
as arbitrator the International Bureau of the Postal Union. TIAS 2800, pp. 185-186. 

A more recent example of an international body, established without congressional authorization, which 
has powers to interpret and adjust its obligations is the Indo-Pacific Fisheries Council, established in 1948 
under an executive agreement authorizing it “to propose, and where necessary, to adopt measures to bring 
about the standardization of scientific equipment, techniques and nomenclature."’ The agreement also 
provides that the functions of the council may be extended by a two-third majority of the council and the 
approval of the conference of the Food and Agricultural Organization. Agreement respecting the Establish- 
oe the Indo-Pacific Fisheries Council, February 26, 1948, arts. III (f), VII, 62 Stat. 3711, 3713, 3714, 

1895, 


® Art. 3. 
* Thid. 


75018—56——28 
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Can the United States Congress authorize American participation in an organi- 
zation which has such powers 

We concluded in our discussion of GATT itself that the provisions for inter- 
pretation and waiver involved no exercise of congressional power. The same 
conclusion applies to these provisions now that they have been transferred to 
OTC. There is, therefore, no basis for the charge that by approving OTC 
the Congress would be surrendering its constitutional power ‘‘to regulate commerce 
with foreign nations.” 


The constitutionality of OTC is also supported by reference to historical prece- 
dents. Congress has approved American participation in a number of inter- 
national organizations having powers identical with or similar to the above- 
mentioned powers of OTC. 

With respect to the power of interpretation, there can hardly be serious question. 
On numerous occasions—going back to the Jay Treaty of 1794 ‘7—the Congress 
of the United States, either by two-thirds vote of the Senate or by majority vote 
of both Houses, has approved agreements containing provisions for interpretation 
of United States obligations by an international body. The Senate alone has ap- 
proved treaties providing for 26 different arbitral tribunals. 

As a result of congressional action, the United States now participates in organi- 
zations like the International Labor Organization, whose constitution provides 
for submission of disputes to the International Court of Justice,“ and adheres to 
international agreements, like the Narcotics Convention, which provide for the 
determination of certain questions by technical bodies. 

The United States has accepted the so-called optional clause, article 36 of 
the Statute of the International Court of Justice, under which this country is 
obliged to accept the jurisdiction of the Court in certain broad categories of cases 
(including disputes as to the interpretation of treaties) in relation to any other 
state accepting the same obligations. It is true, of course, that this acceptance 
has been qualified by a reservation that the United States will not recognize the 
jurisdiction of the Court as to any matter considered by the United States to be 
within its domestic jurisdiction.” 

Virtually every international organization to which the United States belongs 
has power to interpret the obligations of the parties. Examples are the Inter- 
national Civil Aviation Convention,” the Articles of Agreement of the Interna- 
tional Monetary Fund,®* and the United Nations Charter itself. 


Treaty of Amity, Commerce, and Navigation with Great Britain, November 19, 1794, 8 Stat. 116; 
18 Stat. 269,TS 105. Arts. VI and VII set up arbitration commissions to hear and determine claims against 
each government by citizens of the other. 8 Stat. 119, 121; 18 Stat. 272, 273. 

48 This number does not include the mixed arbitral tribunals established after both World Wars. 

49 Constitution of the International Labor Organization instrument of amendment, August 2, 1948, 
art. 37, 62 Stat. 3485, 3550, TIAS 1868. 

*® Convention concerning nare*tic drugs, July 13, 1931, art. 11, 48 Stat. 1543, 1565, TS 863; protocol pro- 
viding machinery for the bringing under international contre] of drugs outside the scope of the 1931 conven- 
tion, November 19, 1948, arts. 1 and 2 [1952] 2 United States Treaties and Other International Agreements 
1629, 1633-1635, TIAS 2308; prot c 1 for limiting and regulating the cultivation of the poppy plant, the 
production of, international and whclesale trade in, and use of opium, June 23-December 31, 1953, arts. 12 
(enforcement meastires) and 15 (International Court of Justice to determine disputes). S. Exec. Doc. C 
83d Cong., 2d sess. (1954), reprinted, 100 Cong. Rec. 15367, 15370 (1954). The Senate advised and consented 
to the ratification of this 1953 opium protoeol, but it has n t yet entered int» force. 

51 Statute of the Internationa] Court of Justice, June 26, 1945, art. 36, 59 Stat. 1055, 1060, TS 993; Declara- 
tion by the President respecting recognition by the United States of the compulsory jurisdiction of the 
International Court of Justice, August 14, 1946, 61 Stat. 1218, TIAS 1598. 
or, Convention respecting International Civil Aviation, December 7, 1944, art. 84, 61 Stat. 1180, 1204, 

AS 1591. 

83 Articles of Agreement respecting the International Monetary Fund, December 27, 1945, art. XVIII, 
60 Stat. 1401, 1423, TIAS 1501. 

54 U. N. Charter, June 26, 1945, 59 Stat. 1031, TS 993. The Security Council is given broad powers to 
investigate disputes which are in its view likely to endanger the maintenance of international and 
security. Art. 34, 59 Stat. 1042. It may recommend appropriate procedures for adjustment. Ibid. The 
parties to a dispute are obliged to submit it to the Security Couneil if they fail to settle it by other means, 
and the Council is emponsres to recommend such terms of settlement as it may consider appropriate. 
Art. 37, id. 1042-1043. It should be noted that, in respect of the exercise ofall these powers, the right of veto 
by the United States does not apply. Art. 27, par. 3, id. 1041. 

The following is a list (by no means exhaustive) of multilateral conventions entered into by the United 
States during the last three decades providing for the international arbitration or adjudication of disputes 
between participating states: (1) International Convention To Suppress the Slave Trade and Slavery, 
September 25, 1926, art. 8, 46 Stat. 2183, 2193, TS 778 (decision by Permanent Court of International Justice 
or some other court of arbitration); (2) International Radio Convention, November 25, 1927, art. 20, 45 
Stat. 2760, 2842, TS 767 (arbitration by disinterested states); (3) Pan American Convention on Commercial 
Aviation, February 20, 1928, art. 36, 47 Stat. 1901, 1908, TS 840 (arbitration by disinterested states); (4) 
Telecommunication Convention, December 9, 1932, art. 15, 49 Stat. 2391, 2403, TS 867 (arbitration by dis- 
interested states or individuals); (5) Articles of Agreement respecting the International Bank for Recon- 
struction and Development, December 27, 1945, art. V, § 2 (b) (iv), 60 Stat. 1440, 1450, TIAS 1502 (execu- 
tive directors empowered to interpret agreement; their decisions appealable to board of governors); (6) 
International Telecommunication Convention, October 2, 1947, art. 25 and annex III, 63 Stat. 1399, 1441 
1487, TIAS 1901 (arbitration by disinterested states or individuals); (7) Convention respecting a World 
Meteorological Organization, October 11, 1947, art. 29 [1950], 1 U. S. Treaties and Other International Agree- 
— pl. 293, TIAS 2052 (independent arbitrator appointed by President of International Court of 
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There remain to be considered only the provisions ——— OTC to relieve 
members of their obligations in certain circumstances. here is ample precedent 
for such provisions. Several examples can be found in the articles of agreement 
of the International Monetary Fund. Article VIII provides that “no member 
shall, without the approval of the fund, impose restrictions on the making of pay- 
ments and transfers for current international transactions’’.» Under this article 
the fund can, by giving the necessary approval, release a member from its obliga- 
tion. The fund can release members from the same obligations under article VII, 
to so-called scarce-currency clause. This clause gives the executive directors of 
the fund the power to determine that the dollar is a scarce currency and to author- 
ize the members of the fund to impose discriminatory restrictions against American 
8. 

The International Wheat Agreement also contains provisions authorizing the 
release of parties from their obligations. It empowers the International Wheat 
Council to relieve a party of its obligation to export or import a previously agreed 
quantity of wheat if it finds that fulfillment of the obligation would endanger the 
party’s balance of payments or monetary reserves, in the case of an importing 
country, or is prevented by a short crop, in the case of an exporting country.” 

It should be clear from this discussion that the OTC provisions for waiver of 
obligations have close parallels in other international agreements. Indeed, 
history provides precedents of an even more striking kind. The United States 
Congress has approved American participation in international organizations 
having powers Cnecifically denied to OTC) to increase the international obliga- 
tions of the United States. 

The Inter-American Coffee Agreement of 1940 created an Inter-American 
Coffee Board and gave it ‘authority to increase or decrease the quotas for the 
United States market in order to adjust supplies to estimated requirements.” ® 
The delegate of the United States on this Teed cast only 12 of the 36 votes 


allotted to the delegates of all participating countries.” In general the decisions 
of the Board were to be taken by a simple majority of the votes.° An emergency 
increase in the United States quota, however, could be authorized by a one-third 
vote." While such considerable restraints on America’s freedom to set its own 
trade policy engendered many misgivings during the Senate debates, they pro- 


duced not a single objection on constitutional grounds.® 

Other international agreements to which the United States is presently a party 
also give to international organizations the power to increase American obligations. 
The International Monetary Fund in certain circumstances can require a country 
to sell its currency to the fund for gold,® or to buy its currency from the fund with 
gold or other currencies.“ The International Wheat Council can require parties 
to the International Wheat Agreement, in certain circumstances, to undertake 
exportations of wheat specified by it. The 1953 Opium Protocol empowers the 
Central Opium Board to impose upon countries an embargo on the import or 
export of ie The United States Senate voted approval of this protocol 
without a dissenting vote, despite the fact that (unlike the OTC agreement) it 


involves a delegation of the constitutional power of Congress ‘To regulate com- 
merce with foreign nations’. 


In view of the fact that Congress has approved American participation in 
international organizations with such powers as these, it can hardly be maintained 
that it has not the power to authorize participation in OTC. 


% Art. VIII, sec. 2 (a), 60 Stat. 1411. [Italics added.] 

® Art. VII, sec. 3 (b), 60 Stat. 1410. 

® International Wheat Agreement, Apr. 13-27, 1953, art. X, sec. 5, TIAS 2799, pp. 30, 31. 

Both the Fund and Wheat Agreements also contain provisions giving an international body power to 
relieve countries from obligations toward other countries when those other countries have not been living up 
to their obligations under the agreement, or to a particular obligation imposed by the international body 
itself. Articles of agreement respecting the International. Monetary Fund, Dee. 27, 1945, art. XV, sec. 2, 
60 Stat. 1421; International Wheat Agreement, Apr. 13-27, 1963, art. XIX, par. 7;,TLAS 2799, pp. 44-45. See 
also convention ae International Civil Aviation, Dec. 7, 1944, arts. 87, 88, 61 Stat. 1205. 

Agreement between the United States and other American republics respecting coffee marketing, Nov. 
28, 1940, art. III, 55 Stat. 1143, 1150, TS 970. 

8 Id., art. XV, 55 Stat. 1166. 

® Id., art. XIV, par. 3, 55 Stat. 1164, 1166. 

% Id., art. VIII, par. 1, 55 Stat. 1156, 1158. 

® The Senate debates which led to advice and consent to ratification of the coffee agreement are reported 
in 87 Congressional Record 472-478 (1941). 

& Art. VII, sec. 2 (ii), 60 Stat. 1410. 

% Art. V, sec. 7 (b), 60 Stat. 1407. 

® Art. V, par. 1 fee)» TIAS 2799, pp. 17-19. 


Arts. 8, 11, 12, (secs. 3 (a), 3 (c)), 8. Exec. Doc. C, 83d Cong., 2d sess.(1954), reprinted, 100 Congressional 
Record 15369-70 (1954). 
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B. Congress may recommend American participation in OTC by majority vote of 
both Houses 

The Congress has approved participation in a number of international organ- 
izations by majority action of both Houses. Among them are the International 
Labor Organization,” the International Monetary Fund and Bank,® the World 
Health Organization, 6° the Food and Agriculture ‘Organization, % and the United 
Nations Ed’ \cational, Scientific, and Cultural Organization.” It is well settled 
that the United States Congress « can approve United States entry into international 
organizations in this way.” 

CONCLUSION 

The argument set out in this report leads to the following conclusions: 

1. The President had the necessary authority to agree to United States adher- 
ence to and participation in GATT under the authority delegated to him in the 
Reciprocal Trade Agreements Act. 

2. There is no constitutional impediment to congressional enactment of H. R. 
5550, recommending United States membership and participation in OTC. 

Respectfully submitted. 

Committee on International Law: John VY. Duncan, Chairman; 
Amory H. Bradford; Florence Brush; Thorold’ a Deyrup: 
Francis X. Downey; Thomas K. Finletter; Ernest A. Gross; E. 
Douglas Harilton; Ethan Allen Hitchcock; James N. Hyde; 
Dennis C. Mahoney; Cyril C. Means, Jr.; Stanley F. Reed, 
Jr.; Hayden N. Smith; John R. Stevenson; Edward Everett 
Watts, Jr.; Richard N. Gardner, Consultant. 


Mr. Garpner. I believe the members of the committee have been 
furnished with a copy of that report, 

The CHArRMAN. We have that. You may proceed. 

Mr. Garpner. The following are the conclusions reached in the 
report. By the way, those conclusions are printed on page 32 of the 
report. The conclusions are the following: 

“1. The President had the necessary authority to agree to United 
States adherence to and participation in GATT under the authority 
delegated to him in the Reciprocal Trade Agreements Act. 

“2. There is no constitutional impediment to congressional enact- 
ment of H. R. 5550, recommending United States membership and 
participation in O’ rc.” 

Those conclusions were reached unanimously by the Committee on 
International Law of the Association, consisting of the attorneys 
whose names appear at the bottom of page 32, with the exception of 
my own name as I was only a consultant to the committee. 

The CHatrRMAN. Page 32? 

Mr. Garpner. Yes. 

Mr. Simpson. Mr. Chairman, might I inquire if you would ask the 
gentleman whether he has these points listed that he is now making. 

These conclusions are listed in the paper, are they? 

Mr. Garpner. Yes, sir, on page 32 of the report. 

I won’t go through the ‘list of names, but you may note such dis- 
tinguished ‘international and constitutional lawyers there as Thomas 
K. Finletter, former Secretary of the Air Force; Ennest A. Gross, 
former legal ‘adviser to the Department of State and Deputy United 


® Joint Resolution of June 19, 1934, providing for membership of the United States in the International 
Labor Organization, c. 676, 48 Stat. 1182. 

* Act of July 31, 1945, to provide for the participation of the United States in the International Monetary 
con and the International Bank for Reconstruction and Development (the Bretton Woods Agreements 

ct), c. 339, 59 Stat. 512. 

* Joint Resolution of June 14, 1948, providing for membership and participation by the United States 
in the World Health Organization, ec. ‘469, 62 Stat. 441. 

% Joint Resolution of July 31, 1945, providing for membership of the United States in the Food and Agri- 
culture Organization, c. 342, 59 Stat. 529. 

1 Joint Resolution of July 30, 1946, providing for membership and participation by the vans States in 
the United Nations Educational, Se ientific, and Cultural Organization, c. 700, 60 Stat. 712 

73 § Hackworth, Digest of International Law, sec. 516 (1943). 
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States Representative to the United Nations; and James N. Hyde, 
former adviser to the American Delegation to the United Nations. 

I want to emphasize one thing. I am here today and I am author- 
ized today only to discuss the Tegal question. I do not know what 
are the opinions of the members of the committee on international 
law or of the association on the merits of the bill that is before you. 

Probably certain members of the committee and of the association 
would favor higher tariffs, and certain would favor lower tariffs. 
Some may think OTC would be a good institution and some may 
disagree. I am here only to discuss the constitutional question. 

I have not prepared a formal statement. Anticipating that I would 
follow Mr. Barnes, I thought it wiser to play it by ear, so to speak, 
and I shall try as quickly as possible to summarize the line of argument 
which led the committee on international law to come to the conclu- 
sion that there was no valid constitutional objection to American par- 
ticipation in OTC. 

Before I begin, however, I would like to address myself to one 
major point which has been raised by Mr. Barnes and some of the 
critics of the constitutionality of this legislation, because it involves, 
in my view, an obvious fallacy which, once exposed, brings down the 
whole constitutional objection like a house of cards. Mr. Barnes, in 
his printed report, and in his statement, refers constantly to the fact 
that by enacting H. R. 5550, the Congress would be delegating its 
powers to an international organization, and he cites over and over 
two cases—the Schechter case and the Panama Refining case. 

Gentlemen, those two cases are absolutely irrelevant. They refer 
to the delegation by Congress to the President of legislative power— 
that is, they refer to the delegation by Congress of its power to make 
American laws. The OTC and GATT have no such power. They 
do not exercise any legislative power of Congress and there is therefore 
no question of delegation at all. 

When Mr. Barnes first took this position and when the ABA passed 
its resolution in August, I invited Mr. Barnes to come to my class at 
Columbia and explain his position, and I asked him specifically to 
show me, and to quote specifically, those provisions in GATT or OTC 
which involved an exercise of the legislative powers of Congress. He 
was not able to do so then, and he is not able to do so now. 

Now, I shall proceed to summarize as quickly as I can the line of 
argument which led the Association to find that there was no doubt 
about the constitutionality of this legislation. 

The first point to be considered, which you will find as point I 
beginning on page 6 of our report, is whether the President had the 
necessary authority to agree to American adherence to and participa- 
tion in GATT under the authority delegated to him in the Reciprocal 
Trade Agreements Act. 

Perhaps, I ought to explain why we got into that question at all. 
Why was it necessary to inquire whether our adherence to GATT was 
constitutional now that OTC, with the organizational provisions of 
GATT, is being brought before the Congress? 

We concluded that it was necessary to inquire into the constitution- 
ality of American participation in GATT because, after all, OTC is 
to be the administrative house, the administrative agency, applying 
the rules of GATT, and if those rules were not entered into by the 
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President with some authority, OTC would be administering some- 
thing that did not legally or properly exist. 

So the first question to be answered is: Was American adherence 
to GATT in the first place constitutional? 

That question involves two subsidiary questions: First, is the 
Reciprocal Trade Agreements Act a constitutional delegation of 
Congressional power? Second, if it is, does it provide authority for 
American participation in GATT? 

The first subsidiary question you will find discussed beginning on 
page 7 of our brief. I shall not discuss it now in detail, because I 
am glad to see that Mr. Barnes is not today directly challenging the 
constitutionality of the act whatever his views may be on the sub- 
ject. I should have thought that after all these years there could be 
no real question about it. 

We have cited in our brief such cases as Field against Clark and 
Hampton against United States, in which the Congress delegated to 
to the President the power to alter tariff rates, and in both of those 
cases we have specified the so-called intelligible principle or standard 
which was to guide the President in the exercise of the delegated 
powers. In Field against Clark, for example, the Supreme Court 
upheld the constitutionality of a section of the Tariff Act of 1890 
which authorized the President to suspend the duty-free status of 
certain foreign products whenever he found that the countries exporting 
those products maintained reciprocally unequal and unreasonable 
duties on American products. In the Hampton case, the Court 
upheld a section of the Tariff Act of 1922, which authorized the 
President to vary the tariff in order to equalize the differences in 
the costs of production of domestic and foreign products—costs of 
production being defined subsequently in that section, I think it is 
336 of the Tariff Act, to include a number of different criteria, one 
of them so vague and broad as various benefits that foreign govern- 
ments grant producers in the form of subsidies and special tax treat- 
ment. 

In short, these two cases upheld delegations governed by standards 
which were very broad indeed. 

When the Reciprocal Trade Agreements Act was brought forward in 
1934, the whole question of the legality of the delegated authority was 
thoroughly gone into. Senator George, for example, concluded: 

No fair-minded person can say that the principle of bargaining to open lanes of 
distribution and markets of consumption by the Chief Executive in aid of the 
domestic producer is not as intelligible and practicable a principle within the rule 
announced in the Hampton case as that of equalizing the costs of production the 
world over as compared with prevailing costs in the United States. 

The chairman of your committee, Mr. Cooper, made a detailed 
statement on the constitutionality of the act in 1940 which was printed 
in the Congressional Record. 

Representative Vinson—later Chief Justice of the United States— 
made the following remark on the constitutionality question. He 
said: ‘‘For the life of me, I cannot understand how this defense would 
be set up at this time * * * The matter is really not debatable. 
The placing of this discretion in the Chief Executive of the United 
States is not an unconstitutional delegation of power.” 

Finally, the House Ways and Means Committee on numerous oc- 
casions has gone into this question and has found no unconstitutional 
delegation. 
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So much for the first question under our point I, which I shall leave 
with that brief summary. 

The second question under point I takes a little more time to go into, 
and that is whether, even if constitutional, the act provides authority 
for United States participationin GATT. We of the association of the 
Bar have tried in our brief to reconstruct a coherent line of attack on 
the part of the critics of the constitutionality of American participa- 
tion in GATT. We have reconstructed those arguments on page 11 
of our brief. 

There are three arguments that could be advanced. 

First it could be charged that the act authorizes the President to 
make bilateral trade agreements only and not a multilateral trade 
agreement like GATT. 

Second, it could be charged, perhaps, that the act authorizes the 
President to make agreements embodying tariff concessions but not 
embodying general trade rules, such as those in GATT. 

And, third, it could conceivably be argued that the act does not 
authorize the President to make agreements embodying the adminis- 
trative provisions which were contained in GATT and which are 
now being transferred to the OTC. 

We have examined each of these charges in turn, and we have had 
little difficulty in concluding that all of them are absolutely unfounded. 
I should like to say a little bit about them in order, however, because 
certain questions have been raised in testimony before this committee. 

First, does the act authorize a multilateral agreement like GATT 
as well as bilateral agreements? 

Well, our conclusion is that there is not the slightest evidence to 
indicate that the act was designed to confine the President to the 
making of bilateral agreements. The act authorized the President 
to enter foreign trade agreements for the purpose of expanding foreign 
markets for the products of the United States. There is nothing in 
there about bilateral agreements. 

I might refer to the provision of the American Constitution which 
authorizes the President, with the advice and consent of the Senate, 
to make treaties. I have never heard it argued that this was limited 
to the making of bilateral treaties as opposed to multilateral treaties. 

I might refer also to the authorization of the Congress to the 
President to enter into the postal agreements. Under that authoriza- 
tion, the President has entered into multilateral postal agreements, 
although the word ‘‘multilateral’’ does not appear in the legislation. 
I should like to point out that at the very time when this committee 
was considering the original reciprocal trade agreements legislation, 
the Congress renewed the President’s authority to enter into postal 
agreements knowing that that authority had been used to enter into 
multilateral agreements. 

So one could hardly say, on the basis of that, that the Congress 
intended to confine the President to making bilateral agreements in 
the trade field. There is simply no evidence for tbat. 

Now on this point, in our report, we go on to show why the making 
of a multilateral agreement was necessary in order to achieve the 
objective of the act as laid down by Congress, namely, the expansion 
of American foreign trade. The experience of the 1930’s showed 
clearly that only through the multilateral approach would countries 
be willing to make firm commitments on tariffs and other restrictions, 
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because if they made the concessions in bilateral bargains, those con- 
cessions would be generalized to third countries, via the most-favored- 
nation clause, and countries would hold back for fear of giving benefits 
to countries not parties to the negotiations. 

Only, in short, through the multilateral approach, would countries 
be able to weigh up at once the sum total of concessions which were 
being made by them and which were being made to their advantage. 

The General Agreement on Tariffs and Trade was and is nothing more 
than the name given to the multilateral trade agreement which em- 
bodied this approach. 

Thus the charge that the act only authorizes bilateral agreements is 
unfounded. Well, what of the second charge, that the act provides 
authority for tariff concessions but not for the general trade rules in 
GATT? Well, the committee on international law reached the con- 
clusion that this charge was utterly groundless. It found that there 
can be no doubt but that the President has the authority to conclude 
a trade agreement embodying such rules. 

We cite in our report the authorization to the Executive to enter inte 
foreign trade agreements for the purpose of expanding foreign markets 
for the products of the United States. This purpose could not be 
achieved unless the President were empowered, in his negotiations, to 
deal with the whole range of restrictions which can impede American 
exports just as effectively as tariffs. 

This point was clearly made before this very committee in 1934 
by Cordell Hull and other representatives of the Administration. 
Cordell Hull asked for full authority and he said ‘‘otherwise, in respect 
of the things which are declared in purpose and effect and intended 
as a substitute for the ordinary name and function of tariffs, we would 
not get anywhere.’ 

After hearing this sort of plea, the Ways and Means Committee 
emphasized the fact that it was giving authority to the President to 
proclaim changes in other important restrictions as well as tariffs. 
That language is firmly embodied in the act. And the committee 
said the authority to proclaim changes in other import restrictions 
was designed to cover the various types of measures for the retarda- 
tion of trade, with which the President will be expected to deal in 
his negotiations with other countries.’”’ Those are the words of the 
House Ways and Means Committee. 

Following this clear declaration of intent, general trade rules were 
embodied in bilateral agreements carried out under the authority 
delegated to the President in the Reciprocal Trade Agreements Act. 

I should like to submit for the record the text of the Mexican Agree- 
ment of 1942, a bilateral agreement which includes most of the general 
trade rules which are included in GATT. I took the Mexican Agree- 
ment out last night to look at it and I was surprised at how much 
was in there: Most favored nation treatment, internal taxation, 
quantitative restrictions, non-discrimination in exchange controls, 
state trading, customs administration. There is an escape clause in 
there, an article on freedom of transit, an article on customs unions, 
and an article of exceptions. 

(The document referred to follows:) 
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INTERNATIONAL AGREEMENTS OTHER THAN TREATIES 


Agreement between the United States of America and Mexico respecting reciprocal 
trade. Signed at Washington December 23, 1942; proclaimed by the President 
of the United States December 28, 1942; proclaimed by the President of the United 
Mexican States December 31, 1942; supplementary proclamation by the President 
of the United State. December 31, 1942; effective January 30, 1943 


By THE PRESIDENT OF THE UNITED STATES OF AMERICA 
A PROCLAMATION 


WHEREAS section 350 (a) of the Tariff Act of 1930 of the Congress of the United 
States of America, as amended by the Act of June 12, 1934, entitled ‘AN ACT To 
amend the Tariff Act of 1930” (48 Stat. 943; U. S. C., 1940 ed., title 19, sec. 1351 
(a)), provides as follows: 

“Sec. 350. (a) For the purpose of expanding foreign markets for the prod- 
ucts of the United States (as a means of assisting in the present emergency in 
restoring the American standard of living in overcoming domestic unemploy- 
ment and the present economic depression, in increasing the purchasing 
power of the American public, and in establishing and maintaining a better 
relationship among various branches of American agriculture, industry, 
mining, and commerce) by regulating the admission of foreign goods into the 
United States in accordance with the characteristics and needs of various 
branches of American production so that foreign markets will be made avail- 
able to those branches of American production which require and are capable 
of developing such outlets by affording corresponding market opportunities 
for foreign products in the United States, the President, whever he finds as a 
fact that any existing duties or other import restrictions of the United States 
or any foreign country are unduly burdening and restrictiag the fore'gn trade 
of the United States and that the purpose above declared will be promoted by 
the means hereinafter specified, is authorized from time to time— 

“(1) To enter into foreign trade agreements with foreign governments or 
instrumentalities thereof; and 

““(2) To proclaim such modifications of existing duties and other import 
restrictions, or such additional import restrictions, or such continuance, and 
for such minimum periods, of existing customs or excise treatment of any 
article covered by foreign trade agreements, as are required or appropriate 
to carry out any foreign trade agreement that the President has entered into 
hereunder. No proclamation shall be made increasing or decreasing by more 
than 50 per centum any existing rate of duty or transferring any article be- 
tween the dutiable and free lists. The proclaimed duties and other import 
restrictions shall apply to articles the growth, produce, or manufacture of all 
foreign countries, whether imported directly, or indirectly: Provided, That the 
President may suspend the application to articles the growth, produce, or 
manufacture of any country because of its discriminatory treatment of 
American commerce or because of other acts or policies which in his opinion 
tend to defeat the purposes set forth in this section; and the proclaimed duties 
and other import restrictions shall be in effect from and after such time as is 
specified in the proclamation. The President may at any time terminate 
any such proclamation in whole or in part.” 

WuHereEas the period within which the President of the United States of America 
is authorized to enter into trade agreements under the said section 350 (a) was 
extended by Joint Resolutions of Congress approved March 1, 1937 and April 
- aCe) (48 Stat. 944, 50 Stat. 24, 54 Stat. 107; U. 8. C., 1940 ed., title 19, sec. 
1352 (c)); 

Wuereas I, Franklin D. Roosevelt, President of the United States of America, 
have found as a fact that certain existing duties and other import restrictions of 
the United States of America and the United Mexican States are unduly burdening 
and restricting the foreign trade of the United States of America and that the 
purpose declared in the above-quoted provisions of the Tariff Act of 1930, as 
amended, will be promoted by a trade agreement between the United States of 
America and the United Mexican States; 

Wuersxas reasonable public notice of the intention to negotiate such trade 
agreement was given and the views presented by persons interested in the negotia- 
tion of such agreement were received and considered; 

WHeErgas, after seeking and obtaining information and advice with respect 
thereto from the United States Tariff Commission, the Departments of State, 
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Agriculture, and Commerce, and from other sources, I entered into a Trade 
Agreement on December 22, 1942, through my duly empowered Plenipotentiary 
with the President of the United Mexican States, through his duly empowered 
Plenipotentiary, which Agreement, including three Schedules annexed thereto, in 
the English and Spanish languages, is in words and figures as follows: 


The President of the United States 
of America and the President of the 
United Mexican States, being desirous 
of strengthening the traditional bonds 
of friendship existing between the two 
countries by maintaining the principle 
of equality of treatment in its uncondi- 
tional and unlimited form as the basis 
of commercial relations and by grant- 
ing mutual and reciprocal concessions 
and advantages for the promotion of 
trade, have through their respective 
Plenipotentiaries arrived at the 
following Agreement: 


ARTICLE I 


With respect to customs duties and 
charges of any kind imposed on or in 
connection with importation or ex- 
portation, and with respect to the 
method of levying such duties and 
charges, and with respect to all rules 
and formalities in connection with 
importation or exportation, and with 
respect to all laws and regulations 
affecting the taxation, sale. distribu- 
tion or use of imported articles within 
the country, any advantage, favor, 
privilege or immunity which has been 
or may hereafter be granted by the 
United States of America or the 
United Mexican States to any article 
originating in or destined for any third 
country shall be accorded immediately 
and unconditionally to the like article 
originating in or destined for the 
United Mexican States or the United 
States of America, respectively. 


ARTICLE II 


Articles the growth, produce or 
manufacture of the United States of 
America or the United Mexican States 
imported into the other country, shall 
be exempt from all internal taxes, fees, 
charges or exactions other or higher 
than those imposed on like articles of 
national origin. 


ARTICLE III 


1. No prohibition or restriction of 
any kind shall be imposed by the 
Government of the United States of 
America or the Government of the 
United Mexican States on the impor- 
tation, sale, distribution or use of any 
article the growth, produce or manu- 


El Presidente de los Estados Unidos 
de América y el Presidente de los 
Estados Unidos Mexicanos, deseando 
estrechar los lazos tradicionales de 
amistad entre los dos _pafses, 
mediante el mantenimiento del prin- 
cipio de igualdad de tratamiento, en 
forma incondicional e ilimitada, como 
base de las relaciones comerciales y 
por el otorgamiento de concecesiones 
y ventajas mutuas y reciprocas para 
el fomento del comercio, han llegado 
por medio de sus respectivos Pleni- 
potenciarios al siguiente Convenio: 


ARTICULO I 


Cualquier ventaja, fevor, privilegio 
o inmunidad que los Estados Unidos 
de América o los Estados Unidos 
Mexicanos hayan otorgado o puedan 
otorgar en lo futuro a cualquier articulo 
originado en o destinado a cualquier 
tercer pais, con respecto a derechos 
aduanales y gravamenes de cualquier 
clase establecidos sobre la importacién 
© exportacién o en conexién con ellas, 
y con respecto al método de percepcién 
de tales derechos y gravdimenes, asf 
como a todos los reglamentos y 
formalidades referentes a Ja impor- 
taci6n o exportacién, y tambien con 
respecto a todas las leyes y reglamentos 
que afecten al impuesto, venta, distri- 
bucién o uso de articulos importados 
dentro del pais, seri concedido 
inmediata e incondicionalmente al 
articulo similar que provenga de o que 
sea destinado a los Estados Unidos 
Mexicanos o los Estados Unidos de 
América, respectivamente. 


ARTICULO II 


Los artfculos cultivados, producidos 
o manufacturados en los Estados 
Unidos de América o en los Estados 
Unidos Mexicanos importados al otro 
pais, estarin exentos de todo im- 
puesto, tasa, carga o gravamen inter- 
nos diferentes o mis elevados que los 
que graven articulos similares de 
origen nacional. 


ARTICULO III 


1. Ni el Gobierno de los Estados 
Unidos de América ni el Gobierno 
de los Estados Unidos Mexicanos 
impondra prohibiciones o restriciones 
de ninguna naturaleza a la importacién, 
venta, distribucién o uso de cualquier 
articulo cultivado, producido o manu- 
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facture of the other country, or on 
the exportation of any article destined 
for the territory of the other country, 
unless the importation, sale, distribu- 
tion or use of the like article the 
growth, produce or manufacture of all 
third countries, or the exportation of 
the like article to all third countries, 
respectively, is similarly prohibited or 
restricted. 


2. If the Government of the United 
States of America or the Government 
of the United Mexican States imposes 
any quantitative regulation on the 
importation or exportation of any 
article, or on the sale, distribution or 
use of any imported article, it shall as 
a general rule give public notice of 
the total quantity or value of such 
article permitted to be imported, ex- 
ported, sold, distributed or used during 
a specified period, and of any change 
in such quantity or value. Further- 
more, if the Government of either 
country allots a share of such total 
quantity or value to any third coun- 
try, it shall as a general rule allot to 
the other country, with respect to any 
article in which the latter has an 
important interest, a share based upon 
the proportion of the total quantity 
or value supplied by, or in the case of 
exports a share based upon the propor- 
tion exported to, such other country 
during a previous representative 
period. In such cases the Govern- 
ment imposing the regulation shall 
consult with the Government of the 
other country before the share to be 
allotted to that country is determined. 


3. The provisions of this Article 
relating to imported articles shall 
also apply in respect of the quantity 
or value of any article permitted to 
be imported free of duty or tax or at 
a lower rate of duty or tax than the rate 
of duty or tax imposed on imports in 
excess of such quantity or value. 


ARTICLE IV 


1. If the Government of the United 
States of America or the Government 
of the United Mexican States estab- 
lishes or maintains any form of control 
of the means of international pay- 
ment, it shall accord unconditional 
most-favored-nation treatment to the 
commerce of the other country with 
respect to all aspects of such control. 


facturado en el otro pafs, o a la expor- 
tacién de cualquier articulo destinado 
al territorio del otro pafs, a menos que 
la importacién, venta, distribucién o 
uso del articulo similar cultivado, 
producido o manufacturado en todos 
los demas pafses, o la exportacién del 
articulo similar a todos los demds 
paises, respectivamente, quede pro- 
hibida o restringida en la misma 
forma. 

2. Si el Gobierno de los Estados 
Unidos de América o el Gobierno de 
los Estados Unidos Mexicanos impone 
cualquier reglamentacién cuantitativa 
sobre la importacién o exportacién de 
cualquier articulo, o sobre la venta, 
distribucién o uso de cualquier articulo 
importado, por regla general hard del 
conocimiento ptiblico la cantidad o 
valor total del articulo cuya ‘mporta- 
cién, exportacién, venta, jistribucién 
o uso se haya permitido durante un 
periodo determinado, asf como de cual- 
quier cambio de tal cantidad o valor. 
Ademias, si el Gobierno de cualquier 
de los dos pafses asigna una parte de 
dicha cantidad o valor total a cual- 
quier tercer pafs, por regla general 
asignara al otro pafs contratante, con 
respecto a cualquier articulo en el 
cual este dltimo tenga un interés de 
importancia, una parte basada sobre 
la proporcién de la cantidad o valor 
total suministrada por dicho pais, o 
en el caso de exportaciones una parte 
basada sobre la proporcién exportada 
a dicho otro pais, durante un perfodo 
tipico anterior. En tales casos el Go- 
bierno que impone la _ reglamenta- 
cién consultaré con el Gobierno del 
otro pais antes de que sea determinada 
la parte que vaya a ser asignada a 
ese pais. 

3. Las disposiciones de este Articulo 
que se relacionan con artfculos impor- 
tados también se aplicardn con re- 
specto a la cantidad o valor de cual- 
quier articulo que se permita importar 
libre de derechos 0 impuestos 0 a una 
cuota de derechos 0 impuestos mds 
baja que la cuota de derechos o 
impuestos con que se gravan las 
importaciones en exceso de tal canti- 
dad o valor. 

ARTICULO IV 


1. Si el Gobierno de los Estados 
Unidos de América o el Gobierno de 
los Estados Unidos Mexicanos estab- 
lece 0 mantiene una forma cualquiera 
de control de los medios de pagos 
internacionales, concederd el trata- 
miento incondicional de le nacién mds 
favorecida al comercio del otro pais 
con respecto a todos los aspectos de 
tal control. 
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2. The Government establishing or 
maintaining such control shall impose 
no prohibition, restriction or delay on 
the transfer of payment for any article 
the growth, produce or manufacture 
of the other country which is not 
imposed on the transfer of payment for 
the like article the growth, produce or 
manufacture of any third country. 
With respect to rates of exchange and 
with respect to taxes or charges on 
exchange transactions, articles the 
growth, produce or manufacture of the 
other country shall be accorded un- 
conditionally treatment no less favor- 
able than that accorded to the like 
articles the growth, produce or manu- 
facture of any third country. The 
foregoing provisions shall also extend 
to the application of such control to 
payments necessary for or incidental 
to the importation of articles the 
growth, produce or manufacture of the 
other country. In general, the con- 
trol shall be administered so as not to 
influence to the disadvantage of the 
other country the competitive rela- 
tionships between articles the growth, 
produce or manufacture of the terri- 
tories of that country and like articles 
the growth, produce or manufacture of 
third countries. 


ARTICLE V 


1. If the Government of the United 
States of America or the Government 
of the United Mexican States estab- 
lishes or maintains an exclusive agency 
for the importation, exportation, sale, 
distribution or production of any 
article or grants exclusive privileges to 
any agency to import, export, sell, 
distribute or produce any article, the 
commerce of the other country shall 
be accorded fair and equitable treat- 
ment in respect of the foreign pur- 
chases or sales of such agency. To 
this end such agency shall, in making 
its foreign purchases or sales of any 
article, be influenced solely by con- 
siderations, such as price, quality 
marketability, transportation an 
terms of purchase or sale, which would 
ordinarily be taken into account by a 
private commercial enterprise inter- 
ested solely in purchasing or selling 
such article on the most favorable 
terms. 

2. The Government of the United 
States of America and the Government 
of the United Mexican States, in the 
awarding of contracts for public works 
and generally in the purchase of sup- 
plies, shall accord fair and equitable 
treatment to the commerce of the other 
country as compared with the treat- 
ment accorded to the commerce of any 
third country. 
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2.. El. Gobierno que establezca oe 
mantenga tal control no impondrdé 
prohibicién, restriccién o demora al- 
guna a la transferencia del pago de 
cualquier articulo cu tivado, producido 
o manufacturado en el otro pais que no 
se imponga a la transferencia del pago 
del articulo similar cultivado, produci- 
do o manufacturado en cvalquier ter- 
cer pais. Con respecto a los tipos de 
cambio y con respecto @ las tasas 0 car- 
gas sobre operaciones de cambio, se 
concederé a los articulos cultivados, 
producidos 0 manufacturados en el 
otro pais un tratamiento incondicional 
no menos favorable que el concedido a 
los articulos similares cultivados, pro- 
ducidos 0 manufacturados en cualquier 
tercer pafs. Las disposiciones prece- 
dentes se extenderin también a la 
aplicaci6n de tal control a los pagos 
necesarios 0 incidentales para la im- 
portacién de los articulos cultivados, 
producidos 0 manufacturados en el 
otro pafs. En general, el control se 
eplicard de manera que no sea en per- 
juicio de] otro pafs en lo que respecta a 
la competencia entre los articulos 
cultivados, producidos 0 manufactura- 
dos en los territorios de ese pefs yv los 
articulos similares cultivados, produci- 
dos oO manufacturados en terceros 
paises. 


ARTICULO V 


1. Si el Gobierno de los Estados 
Unidos de América 0 el Gobierno de los 
Estados Unidos Mexicanos establece o 
mantiene una agencia exclusiva para 
la importacién, exportacién, venta, 
distribucién o produeccién de cualquier 
articulo u otorga privilegios exclusivos 
a cualquiera agencia para importar, 
exportar, vender, distribuir o producir 
cualquier artfculo, se concederd al 
comercio del otro pais un tratamiento 
justo y equitativo con respecto a las 
compras 0 ventas en el extranjero de 
dicha agencia. A ese efecto dicha 
agencia, al efectuar sus compras o 
ventas de cualquier articulo en el 
extranjero, se guiari Gnicamente por 
consideraciones tales como precio, 
calidad, posibilidades de compra- 
venta, transporte y condiciones de 
compra o venta, que habitualmente 
tomaria en cuenta una empresa comer- 
cial privada solamente interesada en 
comprar o vender tal artfculo en las 
condiciones mas favorables. 

2. El Gobierno de los Estados 
Unidos de América y el Gobierno de 
los Estados Unidos Mexicanos, al 
adjudicar eontrates para obras —ptib- 
licas y, en general, en la adquisicién de 
materials, toncederi un tratamiento 
justo y equitativo al comercio del 
otro pais en comparacién con el 
tratamiento que conceda al comercio 
de cualquier tercer pais. 
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ARTICLE VI 


1. Laws, regulations of adminis- 
trative authorities and decisions of 
administrative or judicial authorities 
of the United States of America and 
the United Mexican States, respec- 
tively, pertaining to the classification 
of articles for customs purposes or to 
rates of duty shall be published 
promptly in such a manner as to 
enable traders to beeome acquainted 
with them. Such laws, regulations 
and decisions shall be applied uni- 
formly at all ports of the respective 
country, except as otherwise ifi- 
cally provided in statutes of the United 
States of America relating to articles 
imported into Puerto Rico. 


2. No administrative ruling by the 
Government of the United States of 
America or the Government of the 
United Mexican States effecting ad- 
vanees in rates of duties or in charges 
applicable under an established and 
uniform practice to imports originat- 
ing in the territory of the other coun- 
try, or imposing any new requirement 
with respect to such importations, 
shall be effective retroactively or as a 
general rule with respect to articles 
either entered or withdrawn from 
warehouse, for consumption prior to 
the expiration of thirty days after the 
date of publication of notice of such 
ruling in the usual official manner. 
The provisions of this paragraph do 
not apply to administrative orders 
imposing antidumping duties, or relat- 
ing to regulations for the protection 
of human, animal or plant life or 
health, or relating to.publie safety or 
giving effect to judicial decisions. 


3. Greater than nominal penalties 
shall not be imposed by the Govern- 
ment of the United States of America 
or the Government of the United 
Mexican States in connection with the 
importation of articles the growth, 
produce or manufacture of the other 
country because of errors in documen- 
tation which are obviously clerical in 
origin or with regard to which good 
faith can be established. 


4. The Government of the United 
States of America and the Government 
of the United Mexican States will 
accord sympathetic consideration to 
such representations as the other 
Government may make with respect to 
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ARTICULO VI 


1. Las leyes, los reglamentos de 
autoridades administrativas y las 
decisiones de autoridades administra- 
tivas o judiciales de los Estados Unidos 
de América y de los Estados Unidos 
Mexicanos, respectivamente, relativos 
& la clesificacién de articulos para 
fines aduanales 0 a cuotas arancelarias, 
serin publieados sin demora de tal 
manera que permita a los comer- 
ciantes e] conocimiento de los mismos, 
Dichas leyes, reglamentos y decisiones 
se aplicarin uniformemente en todos 
los puertos del pais respectivo, con la 
excepcién que queda expresamente 
especificada en las leyes de los Estados 
Unidos de América, relativos a los 
articulos importados en Puerto Rico, 

2. Ninguna disposicién administia- 
tiva del Gobierno de los Estados Uni- 
dos de Amériea o del Gohierno de los 
Estados Unidos Mexicanos que dis- 
ponga aumentos en las cuotas de 
derechos 0 en las cargas aplicab!es de 
conformidad con una prictica estab- 
lecida y uniforme a las importeciones 
originarias del territorio del otro pafs, 
© que imponga cualquier nuevo requi- 
sito con respecto a tales importaciones, 
se aplicard en forma re roactiva ni 
como practica general con respecto a 
articulos que hayan entrado, o hayan 
sido retirados del almacén, para el con- 
sumo antes de la expiracién de treinta 
dias siguientes a la fecha de publica- 
cién del anuncio de dicha disposicién 
en la forma oficial acostumbrada. Lo 
estipulado en este pdrrafo no se arli- 
cara a las disposiciones administrativas 
que impongan derechose contra mer- 
cancfas vendidas para efectuar un 
“dumping”, 0 relativas a reglamenta- 
ciones para la proteccién de la vida o 
salud humana, animal o vegetal, o 
relativas a la seguridad pdblica, o 
para la ejecucién de _ resoluciones 
judiciales. 

3. El Gobierno de los Estados Uni- 
dos de América o el Gobierno de los 
Estados Unidos Mexicanos no impon- 
dra penas mayores que las simplemente 
correetivas sobre la importacién de 
articulos cvultivados, producidos o 
manufacturados en el otro pafs por 
raz6n de errores en la documentacién 
que evidentemente se deban al trabajo 
tipogrdfico (clerical errors), 0 con 
respecto a los cuales pueda establecerse 
la buena fé. 

4. El Gobierno de los Estados 
Unidos de América y el Gobierno 
de los Estados Unidos Mexicanos 
otorgarén benévola  consideracién 
a las representaciones que el otro 
Gobierno tenga a bien hacer con 
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the operation of customs regulations, 
quantititative regulations or the ad- 
ministration thereof, the observance 
of customs formalities, and the appli- 
cation of sanitary laws and regulations 
for the protection of human, animal or 
plant life or health. 


5. If the Government of the United 
States of America or the Government 
of the United Mexican States makes 
representations to the other Govern- 
ment in respect of the application of 
any sanitary law or regulation for the 
protection of human, animal or plant 
life or health, and if there is disagree- 
ment with respect thereto, a committee 
of technical experts on which each 
Government shall be represented shall, 
on the request of either Government, 
be established to consider the matter 
and to submit recommendations with 
respect thereto as soon as practicable. 


ArticLte VII 


Articles the growth, produce or 
manufacture of the United States of 
America, enumerated and described 
in Schedule I annexed to this Agree- 
ment and made an integral part 
thereof, shall, on their importation 
into the United Mexican States, be 
exempt from ordinary customs duties 
in excess of those set forth and pro- 
vided for in the said Schedule, subject 
to the conditions therein set out. The 
said articles shall also be exempt from 
all other duties, taxes, fees, charges 
or exactions, imposed on or in connec- 
tion with importation, in excess of 
those imposed on the day of the sig- 
nature of this Agreement or required 
to be imposed thereafter under laws 
of the United Mexican States in force 
on that day. 


ArticLe VIII 


1. Articles the growth, produce or 
manufacture of the United Mexican 
States, enumerated and described in 
Schedules II and III annexed to this 
Agreement and made an integral part 
thereof, shall, on their importation into 
the United States of America, be 
exempt from ordinary customs duties 
in excess of those set forth and pro- 
vided for in the said Schedules, subject 
to the conditions therein set out. The 
said articles shall also be exempt from 
all other duties, taxes, fees, charges or 
exactions, imposed on or in connection 


respecto a la aplicacfon de los regla- 
mentaciones aduanales, reglamenta- 
ciones cuantitativas o la administra- 
cién de las mismas, asf como a la 
observancia de formalidades aduanales 
y a la aplicacién de las leyes y relga- 
mentos sanitarios para la proteccién de 
la vida o salud humana, animal o 
vegetal. 

5. Si el Gobierno de los Estados 
Unidos de América o el Gobierno 
de los Estados Unidos Mexicanos 
hace representaciones ante el otro 
Gobierno con respecto a la aplica- 
cién de caulquiera ley o reglamento 
sanitario para la proteccién de la vida 
o salud humana, animal o vegetal, y 
si hubiera desacuerdo con respecto a 
estas cuestiones un comité de expertos 
técnicos en el cual cada Gobierno 
estar4 representado deberd, a soli- 
citud de cualquiera de los dos Gobier- 
nos. establecerse y reunirse, para 
estudiar la cuestién y para someter 
recomendaciones sobre el particular 
tan pronto como sea posible. 


ArticuLo VII 


Los articulos cultivados, producidos 
o manufacturados en los Estados 
Unidos de América, enumerados y 
descritos en la Lista I anexa a este 
Convenio, del cual forma parte inte- 
grante, al ser importados en los Esta- 
dos Unidos Mexicanos, quedarin ex- 
entos de derechos aduanales ordinarios 
que excedan de los enumerados y 
previstos en la mencionada Lista, 
sujetandose a las condiciones que apa- 
recen en la misma. Dichos articulos 
quedarin también exentos de todo 
otro derecho, impuesto, tasa, carga o 
gravamen sobre la importacién o en 
relacién con ella, en exceso de aquellos 
que estén en vigor en la fecha de la 
firma de este Conveniooaquellos cuya 
imposicién ulterior estipulen las leyes 
de los Estados Unidos Mexicanos en 
vigor en esa fecha. 


ArticuLo VIII 


1. Los artfculos cultivados, produ- 
cidos o manufacturados en los Estados 
Unidos Mexicanos, enumerados y des- 
critos en las Listas II y III anexas a 
este Convenio, del cual forman parte 
integrante, al ser importados en los 
Estados Unidos de América, quedaran 
exentos de derechos aduanales ordi- 
narios que excedan de los enumerados 
y previstos en dichas Listas, sujetan- 
dose a las condiciones que aparecen en 
las mismas. Dichos articulos que- 
dardin también exentos de todo otro 
derecho, impuesto, tasa, carga 0 grava- 
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with importation, in excess of those 
imposed on the day of the signature 
of this Agreement or required to be 
imposed thereafter under laws of the 
United States of America in force on 
that day. 


2. The Government of the United 
States of America reserves the right 
to withdraw or to modify the conces- 
sion in respect of the ordinary customs 
duty granted on any article enumer- 
ated and described in Schedule III 
of this Agreement at any time after 
the termination of the unlimited na- 
tional emergency proclaimed by the 
Presid-nt of the United States of 
America on May 27, 1941, on giving 
six months’ written notice to the 
Government of the United Mexican 
States, but in no event shall the rate 
of duty-on such article exceed the rate 
of duty in effect on the day of the 
signature of this Agreement. 


ARTICLE IX 


The provisions of Article VII and 
VIII of this Agreement shall not pre- 
vent the Government of the United 
States of America or the Government 
of the United Mexican States from 
imposing at any time on the importa- 
tion of any article a charge equivalent 
to an int-rnal tax imposed in respect 
of a like domestic article or in respect 
of a commodity from which the im- 
ported article has been manufactured 
or produced in whole or in part. 


ARTICLE X 


1. No prohibition, restriction or any 
other form of quantitative regulation 
shall be imposed by the Government 
of the United Mexican States on the 
importation, sale, distribution or use 
of any article the growth, produce or 
manufacture of the United States of 
America enumerated and described 
in Schedule I, or by the Government 
of the United States of America on 
the importation, sale, distribution or 
use of any article the growth, produce 
or manufacture of the United Mexican 
States enumerated and described in 
Schedule II or Schedule III. 

2. The foregoing provision shall 
not prevent the Government of either 
country from imposing quantitative 
regulations in whatever form on the 
importation or sale of any article in 
conjunction with governmental meas- 
ures or measures under governmental 


men sobre la importacién o en relacién 
con ella, en exceso de aquellos que 
estén en vigor en la fecha de la firma 
de este Convenio o de aquellos cuya 
imposicién ulterior estipulen las leyes 
de los Estados Unidos de América en 
vigor en esa fecha. 

2. El Gobierno de los Estados 
Unidos de América se reserva el 
derecho de retirar o modificar la 
concesién relativa al derecho adua- 
nal ordinario otorgado a cualquier 
articulo enumerado y descrito en 
la Lista III de este Convenio en 
cualquier tiempo posterior a la termin- 
acién de la ilimitada emergencia na- 
cional proclamada por el Presidente 
de los Estados Unidos de América el 
27 de mayo de 1941, debiendo dar 
aviso por escrito con seis meses de 
anticipacién al Govierno de los Estados 
Unidos Mexicanos, pero en ningtin 
caso deberd la cuota de derecho sobre 
tal articulo exceder a la cuota de 
derecho que se encuentre en vigor en 
la fecha de la firma de este Convenio. 


ARTICULO IX 


Las disposiciones de los Articulos 
VII y VIII de este Convenio no im- 

dirin al Gobierno de los Estados 
Jnidos de América o al Govierno de 
los Estados Unidos Mexicanos im- 
poner, en caulquier momento, a la 
importacién de cualquier articulo, un 
gravamen equivalente a un impuesto 
interno que se aplique a un artfculo 
nacional similar, o a un producto con 
el cual el artfeulo importado ha sido 
manufacturado o producido en su 
totalidad o en parte. 


ArticoLo X 


1. Ninguna prohibicién, restriccién 
o cualquier otra forma de reglamen- 
tacién cuantitativa, podra ser impuesta 
por el Gobierno de los Estados Un.dos 
Mexicanos a la importacién, venta, 
distribucién o uso de cualquier articulo 
cultivado, producido o manufacturado 
en los Estados Unidos de América, 
enumerado y descrito en la Lista I, o 
por el Gobierno de los Estados Unidos 
de América a la importacién, venta, 
distribucién o uso de cualquier articulo 
cultivado, producido o manufacturado 
en los Estados Unidos Mexicanos, 
enumerado vy descrito en la Lista 
II o Ja Lista III. 

2. La disposicién que antecede no 
impedira al Gobierno de cualquiera 
de los dos paises imponer reglamen- 
taciones cuantitativas en cualquier 
forma a la importacién o venta de 
cualquier articulo conjuntamente con 
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authority operating to regulate or 
control the production, market supply, 
quality or prices of like domestic 
articles, or tending to increase the 
labor costs of production of such 
articles, or to maintain the exchange 
value of the currency of the country. 
Whenever the Government of either 
country proposes to impose or to alter 
substantially any quantitative regula- 
tion authorized by this paragraph, it 
shall give notice thereof in writing to 
the other Government and _ shall 
afford such other Government an 
opportunity to consult with it in 
respect of the proposed action; and if 
agreement with respect thereto is not 
reached the Government which pro- 
poses to take such action shall, never- 
theless, be free to do so and the other 
Government shall be free within 
thirty days after such action is taken 
to terminate this Agreement in whole 
or in part on thirty days’ written 
notice. 


3. The provisions of paragraph 
1 of this Article shall not apply in 
respect of quantitative restrictions 
imposed by the Government of the 
United States of America on im- 
ports of coffee from the United 
Mexican States pursuant to the 
provisions of the Inter-American Cof- 
fee Agreement signed on Novem- 
ber 28, 1940. 


ARTICLE XI 


1. If, as a result of unforeseen 
developments and of the concession 
granted on any article enumerated and 
described in the Schedules annexed to 
this Agreement, such article is being 
imported in such increased quantities 
and under such conditions as to cause 
or threaten serious injury to domestic 
producers of like or similar articles, 
the Government of either country 
shall be free to withdraw the conces- 
sion, in whole or in part, or to modify 
it to the extent and for such time as 
may be necessary to prevent such 
injury. Accordingly, if the President 
of the United States of America finds 
as a fact that imports of any article 
enumerated and described in Schedule 
II or Schedule III are entering the 
United States of America under the 
circumstances specified in the preced- 
ing sentence, he shall determine 
whether the withdrawal, in whole or 
in part, of the concession with regard 
to the article, or any modification of 
the concession, by the imposition of 


medidas gubernamentales o con médi- 
das dictadas con autorizacién guberna- 
mental que tengan por objeto regla- 
mentar o controlar la produceén, el 
abastecimiento del mereado, la calidad 
o los precios de articulos nacionales 
similares, o tendientes a aumentar el 
costo de la mano de obra en la produc- 
edn de tales articulos, o a mantener 
el valor de cambio de la moneda del 
pais. Cuando el Gobierno de cualquiera 
de los dos pafses se proponga imponer 
o alterar substancialmente cualquier 
reglamentacién cuantitativa autori- 
zada por este pdrrafo, lo comunicardé 
por escrito al otro Gobierno y otorgaraé 
a éste la oportunidad de opinar con 
respecto a la proyectada ace‘én; y si 
no se llegare a un acuerdo con respecto 
a ella, el] Gobierno que haga la proposi- 
cién quedard en libertad de llevarla 
a efecto v el otro Gobierno quedar4 
en libertad, dentro del término de 
treinta dias después de tomada tal 
accién, de dar por terminado este 
Convenio en su totalidad o en parte 
previo aviso por escrito de treinta 
dias de anticipacién. 

3. Las disposiciones del pdrrafo 
1 de este Articulo no se aplicardn a 
las restrieciones cuantitativas im- 
puestas por el Gobierno de los Estados 
Unidos de América a la importacién 
de café proveniente de los Estados 
Unidos Mexicanos, en conformidad 
con las estipulaciones del Convenio 
Inter-Americano del Café firmado 
el 28 de noviembre de 1940. 


ARTICULO XI 


1. Si, como resultado de aconteci- 
mientos imprevistos y de la concesién 
otorgada a cualquier articulo enu- 
merado v descrito en las Listas anexas 
a este Convenio, tal artfeulo se esté 
importando en cantidades tan crecidas 
y en condiciones tales que amenacen u 
oeasionen serios perjuicios a los pro- 
ductores nacionales de articulos iguales 
0 similares, el Gobierno de cualquiera 
de los dos pafses esterd en libertad de 
retirar en todo 0 en parte la concesién, 
o de modificarla ea la medida y por el 
tiempo que sea necesario para evitar 
tales perjuicios. Por lo tanto, si el 
Presidente de los Estados Unidos de 
América encuentra que de hecho las 
importaciones de cualesquiera de Jos 
articulos enumerados y descritos en la 
Lista II 0 la Lista III se estan efectu- 
ando en los Estados Unidos de América 
en las circunstancias previstas en la 
frase precedente, decidird si es neces- 
ario para evitar tal perjuicio el retiro 
en todo o en parte de la concesién 
relativa al arifculo, 0 cualquier modi- 
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quantitative regulations or otherwise, 
is necessary to prevent such injury, 
and he shall, if he finds that the public 
interest will be served thereby, pro- 
claim such finding and d°termination, 
and on and after the effective date 
specified in such proclamation, and so 
long as such proclamation remains in 
effect, imports of the article into the 
Unit d States of America shall be 
subject to the customs treatment so 
determined to be n-e*ssary to prevent 
suchinjury. Similarly, if the Govern- 
ment of the United Mexican States 
finds as a fact that any article enumer- 
ated and describ-d in Schedule I is 
beingimported into the United Mexican 
States under the circumstane?s spec- 
ified, it may, if it finds that the public 
interest will be served thereby, with- 
draw in whole or in part the concession 
with regard to the article, or modify 
the cone*ssion by the imposition of 
quantitative regulations or otherwise, 
to the extent and for such time as may 
be necessary to prevent such injury. 


2. Before the Government of either 
country shall withdraw or modi’y a 
concession pursuant to the provisions 
of paratraph 1 of this Article, it shall 
give notice in writing to the Govern- 
ment of the other country as far in 
advance as may be practicable and 
shall afferd such other Government an 
opportunity to cons lt with it in re- 
spect of the proposed action; and if 
agreement with respect thereto is not 
reached the Government which pro- 
poses to take such action shall, ne-er- 
theless, be free to do so and the other 
Government shall be free within thirty 
days after such action is taken to ter- 
minate this Azreement in whole or in 
part on thirty days’ written notice. 


ARTICLE XII 


In respect of articles the growth, 
produce or manufacture of the United 
Stat s of America or of the United 
Mexican States enumeratd and de- 
scribed in Schedule I or in Schedule II 
or Schedule III, respectively, import-d 
into the other country, on which ad 
valorem rates of duty, or duties bas-d 
upon or regulated in any manner by 
value, are or may b2 assessed, the 
gen°ral principles applicable in the r2- 
sp ective countri-s for det rmining 
dutiable value and converting cur- 
renci*s shall not be altered so as to 
impair the value of any of the conces- 
sions provided for in this Agreement. 
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ficacié6n a dicha concesién medianie el 
establecimiento de reglamentaciones 
cuantitatives o por otras medidas, y 
si encuentra que los intereses puiblicos 
se benefician con ello, proclamard 
dichos hechos y resoluci°nes, y a partir 
de la fecha sefialada en Ja preclama 
para su vigencia, y durante el tiempo 
que ésta permanezca en vigcr, las im- 
portaciones del articulo en Jos Estedos 
Unidos de América quedaran sujetos 
al tratamiento aduanal asf deter- 
minado por necesario pera evitar dicho 
perjuicio. Igualmente, si el Gobierno 
de los Estados Unidos Mexicanos en- 
cuentra que de hecho cualquier articulo 
enumerado y descrito en la Lista I 
esti importandose en los Estados 
Unidos Mexicanos bajo las cireun- 
stancias mencionadas, podrd, si en- 
cuentra que los intereses publicos se 
benefician con ello, retirer en todo o 
en parte la ecncesién relativa al 
articulo, o medificar dicha concesién 
por medio del establecimiento de regla- 
mentaciones cuantitativss 0 por otros 
medios, en la medida y por el tiempo 
que sea necesario para evitar tal 
perjricio. 

2. El Gobierno de cualquiera de los 
dos paises, antes de retirar 0 modificar 
una concesién de acuerdo con las dis- 
posiciones del inciso 1 de este Articulo, 
dari al otro Gobierno aviso por 
escrito, y con toda la anticipacién 
posible, y le proporcionara la oportuni- 
dad de opinar en respect® a la accién 
prepuesta; y si no se llegare a un 
acuerd9, el Gobiernc que se proponga 
tomar tal accién quedar4, no cbstante, 
en libertad de hacerlo y el otro 
Gobierno quedard en libe:tad, dentro 
de un términ? de trienta dias después 
de la fecha en que se tome tal accién, de 
dar por terminado este Convenio en 
todo o en parte, previo aviso por 
escrito con trienta dias de anticipacién. 


ARTICULO XII 


Con respecto a los articulos cul- 
tivados, producidos o manufacturacos, 
en los Estatos Unitos de América o 
en Los Estados Unicos Mexicanos, 
enumerados y descritos en la Lista I 
o en las Listas II o III, respectiva- 
mente, importatos en el otro pais y 
que estén o pueden estar gravados con 
cuotas de derecho ad-valorem, o 
derechos basados o ealculados en 
alguna forma sobre el valor, los prin- 
cipios generales aplicables en los re- 
spectivos paises para determinar el 
valor sujeto a pago de derechos y 
para la conversién de monedas no 
serdn alterados en forma que puedan 
lesionar el valor de ninguna de las 
concesiones previstas en este Con- 
venio. 
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ARTICLE XIII 


1. There shall be freedom of transit 
through the United States of America 
and the United Mexican States, re- 
spectively, on the routes most con- 
venient for international transit for 
articles coming from or going to the 
territories of the other country. 

2. Articles in transit shall be entered 
at the proper customhouse, but, sub- 
ject to applicable customs laws and 
regulations, they shall be exempt from 
the payment of any transit duty, 
customs duty or similar charge, and 
they shall not be subject to any 
unnecessary delays or restrictions. 

3. All charges and regulations im- 
posed on transport in transit shall be 
reasonable, having regard to the 
conditions of the traffic. 


4. Articles coming from or going to 
either country shall be accorded treat- 
ment in the other country with respect 
to all charges, rules and formalities in 
connection with transit no less favor- 
able than the treatment accorded to 
articles coming from or going to any 
third country. 


ARTICLE XIV 


If the Government of the United 
States of America or the Government 
of the United Mexican States should 
consider that any measure adcpted by 
the other Government, even though it 
does not conflict with the terms of this 
Agreement, has the effect of nullifying 
or impairing any object of the Agree- 
ment, such other Government shall 
give sympathetic consideration to such 
written representations or proposals as 
may be made with a view to effecting 
a mutually satisfactory adjustment of 
the matter. 


ARTICLE XV 


1. The provisions of this Agreement 
relating to the treatment to be ac- 
corded by the United States of America 
and the United Mexican States, re- 
spectively, to the commerce of the 
other country shall apply to the re- 
spective customs territories of the two 
countries. 

2. Furthermore, the provisions of 
this Agreement relating to most-fa- 
vored-nation treatment shall apply to 
all territory under the sovereignty or 
authority of the United States of 
America or the United Mexican States, 
except that they shall not apply to the 
Panama Canal Zone. 


ARTICULO XIII 


1. Habra libertad de transito a 
través de los Estados Unidos de 
América y de los Estados Unidos 
Mexicanos, respectivamente, por las 
rutas mis convenientes para el trinsito 
internacional para articulos proce- 
dentes de o con destino a los territorios 
del otro pais. 

2. Los articulos en trdnsito de- 
berin entrar por la aduana que 
eorresponda, pero, sujeto a las leves 
vy reglamentos aduanales aplicables, 
quedaran exentos dei pago de cuales- 
quier impuesto de transito, derechos 
aduanales 0 gravamen similar, y no 
estarin sujetos a ningunas dilaciones 
o restricciones innecesarias. 

3. Todos los gravamenes o regla- 
mentos que se impongan a los trans- 
portes en transito serdin razonables, 
tomando en consideracién las econdi- 
ciones del trafien, 

4. A los articulos procedentes de o 
con destino a cualquiera de los dos 
paises deberd concederseles en el otro 
pais, con respecto a todas los grava- 
menes, reglamentos y formalidades con 
relacién al transito, un tratamiento no 
menos favorable que el concedido a 
articulos procedentes de cualquier ter- 
cer pafs, o destinados a él. 


ARTICULO XIV 


Si el Gobierno de los Estados Uni- 
dos de América o el Gobierno de los 
Estados Unidos Mexicanos considera 
que cualquier medida adoptada por el 
otro Gobierno, aunque no esté en con- 
flicto con los términos de este Con- 
venio, tiene el efecto de anular o 
menoscabar cualqwer objeto del Con- 
venio, dicho otro Gobierno prestara 
benévola consideracién a las represen- 
taciones 0 proposiciones escritas que le 
puecdan ser presentadas con el fin de 
lograr un arreglo mutuo y satisfactorio 
sobre el asunto. 


ARTICULO XV 


1. Las disposiciones de este Con- 
venio relativas al tratamiento que 
concecan los Estados Unidos de Amé- 
rica y los Estados Unidos Mexicanos, 
respectivamente, al comercio del otro 
pafs se aplicaran a los respectivos terri- 
torios aduanales de los dos paises. 

2. Ademas, las disposiciones de este 
Convenio relativas al tratamiento de 
la nacién mas favorecida se aplicardn 
a todos los *erritorios bajo la soberanfa, 
o autoridad de los Estados Unidos de 
América o de los Estados Unidos 
Mexicanos, pero no se aplicardn a la 
Zona del Canal de Panam. 
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ARTICLE XVI 


1. The advantages now accorded 
or which may hereafter be accorded 
by the United States of America or 
the United Mexican States to adjacent 
countries in order to facilitate frontier 
traffic, and advantages accorded by 
virtue of a customs union to which 
either country may become a party, 
shall be excepted from the operation 
of this Agreement. 


2. The advantages now accorded or 
which may hereafter be accorded by the 
United States of America, its territories 
or possessions or the Panama Canal 
Zone to one another or to the Republic 
of Cuba shall be excepted from the 
operation of this Agreement. The 
provisions of this paragraph shall con- 
tinue to apply in respect of any ad- 
vantages now or hereafter accorded 
by the United States of America, its 
territories or possessions or the Panama 
Canal Zone to one another, irrespective 
of any change in the political status 
of any of the territories or possessions 
of the United States of America. 


ARTICLE XVII 


Nothing in this Agreement shall be 
construed to prevent the adoption or 
enforcement of measures. 


(a) imposed on moral or hu- 
manitarian grounds; 

(b) designed to protect human, 
animal or plant life or health; 


(c) relating to prison-made goods; 


(d) relating to the enforcement of 
police or revenue laws; 


(e) relating to the importation or 
exportation of gold or silver; 


(f) relating to the control of the 
export, sale for export, or transit of 
arms, ammunition, or implements of 
war, and, in exceptional circum- 
stances, all other military supplies; 


(g) relating to neutrality; 

(h) relating to public security, or 
imposed for the protection of the 
country’s essential interests in time 
of war or other national emergency. 


ARTICULO XVI 


1. Las ventajas que concedan actu- 
almente o que en lo sucesivo puedan 
conceder los Estados Unidos de América 
o los Estados Unidos Mexicanos a 
paises advacentes con el objeto de 
facilitar el trifico fronterizo, y las 
ventajas concedidas en virtud de una 
unién aduanera de la cual cualquiera 
de los dos paises llegan a formar 
parte, quedardin exceptuadas de los 
efectos de este Convenio. 

2. Las ventajas que conéedan actu- 
almente o que en lo sucesivo puedan 
ser concedjidas por los Fstados Unidos 
de América, sus territorios o posesiones 
o la Zona del Canal de Panama entre 
sio a la Republica de Cuba, quedardn 
exceptuadas de los efectos de este 
Convenio. Las disposiciones de este 
pdirrafo seguirin siendo  aplicables 
respecto a cualesquier ventajas con- 
cedidas actualmente o en lo sucesivo 
por los Estados Unidos de América, 
sus territorios © posesiones o por la 
Zona del Canal de Panama, entre sf, 
no obstante cualquier cambio en la 
condicién politica de cualquiera de 
los territorios 0 posesiones de los 
Estados Unidos de América. 


ARTICULO XVII 


Nada de lo estipulado en este Con- 
venio serAd interpretado como  im- 
pidiendo la adopcién o ejecucién de 
medidas 

a) basadas en  consideraciones 
morales o humanitarios; 

b) destinadas a la proteeccién de 

la vida o salud humana, animal o 
vegetal; 

c) relativas a los articulos fa- 
bricados en las prisiones; 

d) relativas al cumplimiento de 
leyes de policia o de naturaleza 
fiscal; 

e) relativas a la importacién 
o exportacién del oro o de la 
plata; 

f) relativas al control de la 
exportaci6n, venta para la exporta- 
cién, otransito de armas, municiones o 
implementos de guerra, y, en cir- 
cumstancias excepcionales, cualquier 
otro material militar; 

g) relativas a la neutralidad; 

h) relativas alaseguridad pdblica, 
o impuestas para la proteccién de 
ios intereses esenciales del pais en 
tiempo de guerra u otra emergencia 
nacional. 
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ArTICLE XVIII 


1. This Agreement shall enter into 
full force on the thirtieth day following 
proclamation thereof by the President 
of the United States of America and 
the President of the United Mexican 
States or, should the proclamations be 
issued on different days, on the thirtieth 
day following the later in time of such 
proclamations, and, subject to the 
provisions of Article X and Article XI, 
shall remain in force for a period of 
three years thereafter. 

2. Unless six months before the 
expiration of the aforesaid period of 
three years the Government of the 
United States of America or the 
Government of the United Mexican 
States shall have given to the other 
Government notice of intention to 
terminate this Agreement upon the 
expiration of the aforesaid period, the 
Agreement shall remain in force there- 
after, subject to the provisions of 
Article X and Article XI, until six 
months from the date on which notice 
of intention to terminate it shall have 
been given by either Government. 

IN WITNESS WHEREOF the respective 
Plenipot-ntiari-s have signed this 
Agreement and have affixed their seals 
hereto. 

Done in the English and Spanish 
languages, both authentic, in dupli- 
cate, at Washington, this twenty-third 
day of December 1942. 


ArticuLto XVIII 


1. Este Convenio entrar4 en pleno 
vigor a los treinta dias de su promul- 
gacién por el Presidente ce los Est dos 
Unidos ce América y el Preside te ce 
los Estados Unidos Mexicanos o, en 
caso que las promulgaciones sean en 
fechas dis‘intas, a los treinta dias de la 
fecha ce la dltima ce ellas, y, sujeto a 
las disposiciones cel Articulo X y 
Articulo X1, permanecera en vigor por 
un perfodo de tres afos. 


2. A no ser que seis meses antes cde 
la terminacién del precitaco plazo de 
tres afios el Gobierno ce los Estados 
Unidos ce América o el Gobierno de 
los Estados Unidos Mex ecanos le haya 
notificado al otro Gobierno su inten- 
cién ce terminar este Convenio al 
cumplirse el antecicho plazo, el Con- 
venio seguir’ en vigor después ce tal 
periodo, sujeto a las disposiciones cel 
Artieulo X v Articulo XI, hasta seis 
meses Cespués de la fecha en que 
cualqvicra de los Gobiernos hava 
notificado su intencién de terminarlo. 


EN FE DE LO CUAL los respectivos 
Plenipotenciarios han firmado este 
Convenio y han puesto en él sus sellos. 


Hecuo en los idiomas inglés y 
espanol, ambos auténticos, en du- 
plicado, en WaAshington, a los vein- 
titrés dias del mes de diciembre de 
mil novecientos cuarcuta y dos. 


For the President of the United States of America: 


CorDELL HULL, 
Secretary of State 


[SEAL] 


of the United States of America. 
For the President of the United Mexican States: 


[seLLo] F. Castirtuo NAJERA, 


Ambassador Extraordinary and Plenipotentiary 
of the United Mexican States at Washington. 


Mr. Garpner. All this is in the Mexican Agreement, and there are 
similar trade rules in other bilateral agreements concluded under the 


act. 


Now, of course, the charge may be made that these agreements 
were unconstitutional and were beyond the authority delegated to the 


President in the Reciprocal Trade Agreements Act. 


In answer to 


that, I can cite a number of agreements made before 1934 in which 
the President, in some cases with a delegation from the Congress to 
make tariff concessions, in some cases without any such delegation, 
entered into agreements providing for general trade rules. 

One can cite, for example, the agreement with Greece in 1924, which 
contains provision for most-favored-nation treatment, not only with 
respect to tariffs, but with respect to quantitative restrictions on im- 
ports and exports. Other such agreements with trade rules are cited 


in our footnote 29. 
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All those pre-1934 agreements were before the House Ways and 
Means Committee in 1934. They are in the record of the hearings. 
They were referred to with approval. I do not see how at this late 
date a question can be raised about the constitutionality of general 
trade rules. 

The third charge that I referred to was the charge that the Recipro- 
cal Trade Agreements Act, even if it authorized a multilateral agree- 
ment, even if it authorized the general trade rules, did not authorize 
the administrative provisions of GATT. That is the third and last 
defense to which the critics of the constitutionality of GATT can 
repair. 

The Committee on International Law of the Association of the Bar 
investigated that question and came again to the conclusion that the 
criticism was utterly groundless. 

I may say, by the way, that we may have gone further than we had 
to in reaching that conclusion because, of course, as you are aware, the 
administrative provisions of GATT are now being brought specifically 
to Congress in the OTC. Therefore, one might argue that even if the 
President went beyond his authority in negotiating those administra- 
tive provisions originally, the question is now resolved because they 
are being brought to Congress. 

Nevertheless, the committee on international law felt it should go 
into the question because until Congress does approve the OTC with 
those organizational provisions, the contracting parties to GATT will 
continue under the old GATT rules to carry out these administrative 
provisions. 

Of what does this charge consist, this charge that by negotiating 
administrative provisions in GATT the President was somehow 
redelegating powers of Congress to an international body? 

We have to ask what are these administrative powers of GATT. 
By the way, they are identical m GATT and OTC, virtually, and the 
main administrative provisions of GATT are now to be transferred to 
articles 13 and 14 of the OTC agreement. In substance, those articles 
provide that in special circumstances, the members of OTC or GATT 
can be released from their obligations. This can be done in two ways: 

First, there is the waiver procedure. The contracting parties of 
GATT, or, as it is now provided in the OTC agreement, the Assembly 
of the OTC, can, by two-thirds vote, grant a waiver to a member and 
thus release it from its obligations. 

Second, there is the nullification and impairment procedure. Upon 
complaint by an aggrieved country that a concession granted to it is 
being nullified or impaired, the contracting parties under the old 
GATT—or, again, the organization, under the OTC agreement—can 
authorize the aggrieved party to withdraw from the country which has 
nullified or impaired the concessions some compensating amount of 
concessions, so that the original contract, so to speak, so that the 
balance of reciprocal obligations, is retained. Now these procedures 
do not involve any power of Congress. This power to release countries 
from obligations that they have already undertaken involves no power 
of Congress. 

First look at it from the point of view of releasing foreign countries 
from obligations vis-a-vis the United States. Does that involve a 
power of Congress? 
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Clearly it does not because Congress never had the power to pass 
tariff legislation or other trade policy for foreign countries. In the 
absence of GATT, those foreign countries could impose all the em- 
bargoes, tariffs and other restrictions on American products that they 
desired. 

The fact that the contracting parties can authorize them to do so 
may be considered by some people a bad thing as a matter of policy, 
but it can be hardly called a delegation to a foreign body of American 
legislative power because the power to lay the tariffs of foreign 
countries on exports of the United States coming to the territories of 
those countries was never a legislative power of Congress. 

Well, that leaves only the releases that could possibly be granted to 
the United States from its obligations. Does this involve an unconsti- 
tutional delegation of the power of the American Congress? Far 
from restricting the United States, this gives this country more 
freedom than it otherwise would have, because once having entered 
into, freely, by our own will, a commitment in the trade and tariff 
field, we would be given a chance of escape. 

The power of the contracting parties to relieve the United States 
from its obligations gives the United States more rather than less 
freedom than it would otherwise have. Without GATT’s adminis- 
trative provisions the United States would be inflexibly bound by the 
obligations that it freely contracted. Obviously this opportunity of 
escape does not constitute a delegation of the constitutional powers 
of Congress. 

By the way, these administrative provisions also have counterparts 
in bilateral agreements. See pages 22 and 23 of our brief. 


Now at this point, I should like to call to your attention the contrast 
between the position of the United States in a bilateral trade agreement 
and in a multilateral trade agreement, because, after all, the charge 
of unconstitutionality, it seems to me, boils down to the quasi- 
political question: Does the United States, by participating in a 
multilateral system like GATT, give up more sovereignty, more 
freedom of action, than it does in a bilateral system—the system of 


9 


“Yankee trading,” as Mr. Barnes called it? That is the heart of the 
question. 

The charge that in a multilateral trade agreement like GATT the 
United States gives up more freedom that it gives up in a bilateral 
system rests on a fundamental misunderstanding of the operation 
both of bilateral agreements and of GATT itself. 

In a bilateral agreement, occasions may arise when one party under- 
takes a measure which the other party considers to have violated the 
agreement. Under customary international law, the complaining 
party, if it has a valid grievance which cannot be resolved by negotia- 
tion with the first party, has the right to retaliate. If the first party 
concedes that its action would violate the agreement, it must, if it 
wishes to avoid possible retaliation, secure a waiver from the other 
party of that other party’s rights under the bilateral agreement. 

Contrast that with the situation under GATT. Under GATT, the 
decision as to whether an American action does or does not violate our 
treaty obligations is not made unilaterally by the one other nation 
directly affected. It is made by a majority vote of the contracting 
parties, many of them disinterested in the controversy. In the event 
that the United States is found to have violated its obligations, the 
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measures Of retaliation by the complaining country do not lie within 
its discretion alone, as it would under a bilateral system. They are 
determined in accordance with the recommendations of the contracting 
parties as a group. Finally, and I would Jike to stress this point, if 
the United States asks a waiver for a legislative measure clearly in 
conflict with its obligations under the treaty, it does not have to gain 
approval as under the bilateral system from each country adversely 
affected, but only from two-thirds of the contracting parties. 

So far I have referred to the contracting parties. I have in mind 
the existing administrative provisions of GATT which are all being 
incorporated into the OTC. For the purpose of OTC, you can substi- 
tute “organization”? where I have used the phrase ‘‘contracting par- 
ties.” 

In conclusion, the administrative provisions of GATT and OTC 
involve less restriction of United States freedom than the administra- 
tive provisions of bilateral agreements whose constitutional validity 
has long been accepted. 

The legal objection to the inclusion of administrative provisions in 
a multilateral trade agreement is mainly inspired by fears about the 
political arrangements of the situation. It is claimed, and we have 
heard this charge made today, that the United States has less bargain- 
ing power as 1 nation in 35 with no veto than in negotiation with 
individual trading partners. 

This is simply not true. The experience with GATT and with 
bilateral agreements has demonstrated the unsoundness of that claim. 
The influence of the United States on decisions of the contracting 
parties has not been simply that of a nationhaving 1 vote in 35. It has 
fully reflected the position of the United States as the world’s foremost 
economic power. Striking evidence of this fact was the broad waiver 
which this country received from the contracting parties to employ 
quantitative restrictions otherwise prohibited by GATT on agri- 
cultural imports. I ask this committee—What would have been the 
prospect confronting the United States had we been forced to secure 
that waiver in bilateral negotiations with 34 different countries? We 
would certainly have had to pay a very high, even a prohibitive, 
price. 

So much for the charge, therefore, that these administrative provi- 
sions involve a delegation of American legislative power. As I have 
pointed out, the Contracting Parties of GATT under the original 
GATT agreement have no power to make American trade policy and 
exercise no legislative power of the American Congress. Their 
powers relate solely to the releasing of the parties to an agreement of 
the obligations which those parties had freely contracted to undertake. 

Well, that brings me, and I shall get over this point very quickly, 
to the second major question which our committee considered, point 
II, which begins on page 26: Can Congress constitutionally recom- 
mend American participation in OTC by this bill, H. R. 5550? 

The first question our committee considered was whether Congress 
had the constitutional authority to recommend American participa- 
tion in OTC. 

Again it investigated this strange charge that by participating in 
OTC, Congress would be delegating its legislative powers to an inter- 
national body. 
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Article 3 of the OTC agreement specifically says that the Organ- 
ization shall have no authority to amend the provisions of GATT or 
to impose on any member any new obligation which that member 
has not specifically agreed to undertake. 

I cannot find in the OTC agreement or in the revised GATT, just 
as I could not find, as I have already explained, in the original GATT, 
any basis for the claim that American legislative powers are being 
delegated. 

Again, the critics must have reference, and here I am again trying 
to reconstruct some rational theory, to articles 13 and 14, these same 
familiar and quite harmless provisions, constitutionally speaking, 
providing for release, possible release, in special circumstances, of 
parties to the agreement from obligatio1s they have freely undertaken. 
Aguin we concluded that these procedures involved no delegation of 
American legislative powers. 

But we did not wish to stop there. We have also cited in our 
report, to make this an affirmative case, a number of agreements 
which the United States Congress has already entered into, and which 
give international bodies substantially similar and sometimes even 
far greater powers than our adherence to the OTC agreement would 
give to OTC. 

I shall not take the time of this committee to cite all of them, but 
I should like to give just one or two examples. 

Let us look at the International Monetary Fund. American 
participation in that institution was made possible by the passage of 
the Bretton Woods Agreements Act in the spring of 1945. The 
members of the Fund are obliged, after a transitional period, to 
eliminate exchange controls on current transactions. But they can 
be let out of that obligation in certain circumstances. Take, for 
example, Article 7, the famous scarce currency provision. There, 
if the Fund finds that there is a scarcity of dollars, it can release 
members from their obligation not to impose exchange restrictions 
against American exports. 

This is very much the same thing as we find in the OTC agreement, 
except in the OTC it is with respect to trade restrictions and in the 
IMF it is with respect to exchange controls. In neither case is any 
power of Congress involved because the right of foreign countries to 
impose exchange controls or trade barriers on American goods is not 
something that the American Congress has the constitutional power 
to control. 

There are other sections in the Fund agreement which authorize the 
Fund to give let-outs to members in special circumstances. There is 
article 8, which says no member shall, “without approval of the 
Fund,” impose restrictions on current transactions. It clearly 
implies that, with the approval of the Fund, they can be entitled to do 
so. 

In our report, we also cite the International Wheat Agreement, 
under which the International Wheat Council can relieve parties to 
that agreement from obligations otherwise duly entered into. 

So here are two agreements, approved by Congress, which have the 
very same provisions as we find in OTC. 

But we can go still further. Our committee was able to find other 
agreements which give to international bodies the power which OTC 
would not have, the power to increase the obligations of the United 
States. 
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Those agreements are cited beginning on page 30 of our report. I 
will only cite their names: The Inter-American Coffee Agreement 
and the 1953 Opium Protocol. 

There are also provisions of this kind in the International Monetary 
Fund. For example, the Fund can require a member of the Fund to 
buy its currency from the Fund with gold. In some cases that could 
be an onerous obligation. But there is nothing like that in OTC. 
OTC cannot require a member to do anything, and cannot impose any 
new obligation upon a member. 

In short, then, we have a whole list of agreements giving inter- 
national bodies the very same powers which it is proposed to give to 
OTC and some international agreements which give greater powers to 
international bodies than it is proposed to give OTC. 

Mr. Esernarter. Is that in this statement? 

Mr. GARDNER. Yes, sir; beginning on page 30. 

In the light of these agreements, in the light of this clear historical 
record, we cannot understand the basis of the constitutional attack. 

Gentlemen, I have gone on perhaps longer than I had intended, and 
I shall close at this point. Perhaps in view of what I have said, you 
may ask how it was that the American Bar Association came to a 
contrary conclusion. If you wish to have that question amplified, I 
shall be glad to do so, but otherwise I shall close at this point. 

The CuHarrMan. Thank you. 

Does that complete your statement? 

Mr. GARDNER. Yes, sir. 

The Cuarrman. We thank you for your appearance, and the 
splendid statement you have made to the committee. 

Are there any questions? 

Mr. Miuus. Mr. Chairman, I had in mind asking Mr. Gardner the 
question he referred to just a moment ago, why this difference in the 
position of the American Bar Association and his group. 

Mr. Garpner. Well, Congressman Mills, I think I can only begin 
by saying that it is a tremendous tribute to the parliamentary skill 
of Mr. Barnes. 

Mr. Barnes is chairmen of the committee on customs law of the 
American Bar Association, which the ABA has given jurisdiction 
“over all questions in the field of customs law.” 

There are other committees of the ABA which have broader juris- 
diction over the subjects involved in the present legislation, subjects 
which include, of course, not just customs matters but large problems 
of our foreign economic policy. There is the committee on commerce, 
for example, which has ‘primary jurisdiction of all questions in the 
field of laws relating to interstate and foreign commerce.” Most 
important of all, perhaps, there is the section on international and 
comparative law, consisting of over 1,000 members, which, under its 
bylaws, concerns itself with all matters relating to treaties and inter- 
national agreements. 

The committee on customs law, of which Mr. Barnes is chairman 
and which, I gather, consists of 7 gentlemen, anyway 7 gentlemen 
signed the report of the committee, brought to the House of Delegates 
in August the resolution which Mr. Barnes read to you. I am placing 
in the record the text of that resolution and report. 

(The information referred to follows:) 
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V. Resolved, That the bill, H. R. 5550, authorizing the President to accept 
membership in the Organization for Trade Cooperation is hereby disapproved 
on the grounds (a) that the Reciprocal Trade Agreements Act of 1934 (Tariff 
Act of 1930, Section 35) confers no such power on the President, and (b) that 
neither the President, nor Congress has the legal authority under the Constitu- 
tion, to delegate the regulation of our commerce with foreign nations to a foreign 
controlled group, and the Committee on Customs Law is hereby authorized on 
behalf of the American Bar Association to present these views to the Congress, 
and that the president of the American Bar Association be authorized to select 


a representative or representatives to appear before the proper congressional 
committees. 


RECOMMENDATION NO. 5 


H. R. 5550 presents a congressional approval of an international trade body 
to be known as the ‘Organization for Trade Cooperation,’”’ (OTC) designed to 
provide permanent administration and implementation of the General Agreement 
of Tariffs and Trade (GATT) which, in itself, has not been approved by Congress. 
This GATT is, in turn, the creature of a broad interpretation by the State De- 
partment of the authority delegated to the President in the Reciprocal Trade 
Agreement Act (sec. 350, Tariff Act of 1930), the constitutionality of which has 
been raised in two cases now pending in the courts. Morgantown Glassware 
Guild, Inc. v. George M. Humphrey, Secretary of the Treasury, C. A. No. 876-55, 
United States District Court for the District of Columbia; Siar Kist Foods, Inc. 
v. United States (Bruno Scheidt Inc., Party in Interest Protest 258737-K before 
the United States Customs Court). 

It will be remembered that an International Trade Organization (OTC), 
familiarly known as the Havana Charter, was denounced by this Association 
after recommendation by two of its committees and the Association’s position was 
presented to Congress in 1950. Public opposition to the ITO caused its ultimate 
withdrawal by the State Department. 

We come now to the State Department’s second attempt to create an interna- 
tional group of trade enthusiasts in which the United States is 1 out of 34 nations 
represented; where it has 1 vote; where it has no veto; where it subscribes to a 
permanent policy of tariff reduction; deprives our elected representatives of con- 
trol of our own foreign trade fiscal policies; commits the United States to review 
its own tariff rates and policies at the request of any one of the said members; 
and takes away even our right to vote on any question where we are one of the 
parties in dispute. All this Congress is asked to do, in addition to paying most 
of the actual cost of operation. 

This bill, H. R. 5550, is simply a roundabout method of placing Congress in 
the anomalous position of indirectly approving GATT, a thing which it has 
several times specifically refused to do in the various extensions of the Reciprocal 
Trade Agreement Act. GATT should not be approved indirectly by subterfuge, 
but should be thoroughly aired before legislation action takes place. The reasons 
for such airing become apparent when consideration is given to the subject matters 
dealt within GATT. Many of them vitally affect our domestic laws and interna- 
tional practices. For example: 

. Internal taxation. 

Identifying marks of foreign merchandise. 

Bases of customs valuations. 

Antidumping law. 

Countervailing duties. 

Embargoes or quotas. 

. Current restrictions. 

. Subsidies by Government. 

. Emergency action on certain imports (clearly at variance with our safety 
device called the ‘““Escape Clause’’). 

We would not be permitted to find that an industry of our own was injured 
by foreign competition, without submitting the contemplated remedy to the OTC 
for approval. This seems to be one situation in which the sovereign right to 
attend to our own business, should not be abridged. Shall we abandon our 
Tariff Commission and its procedures for a foreign dominated OTC Executive 
Committee? 

The ITO (Havana Charter) was repudiated. The OTC contains many of its 


provisions in substantially identical form as disclosed by a comparison of certain 
articles of the OTC and ITO. 
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Comparison of articles of proposed organization and corresponding articles of Havana 
Charter for an international trade organizaticn 


| . | Corresponding 
Article No. OTC | article No. ITO 


Structure Dh. dS Aedes 
The assembly cba <pkexncbwndecdeasinasaguicels ee 
D : ie [O° ae 


iio) aes 
6 (a) (ii)... _- 

6 (a) (iii) 

6 (b) 


The secretariat 
Weiaskstaa 


Do. 
Do... 
Do--_- 
Voting ; > adileiidlaaies | 
Budget and contributions... .....-...............-.-...-.-..-.-...| 9 (a), (b) 


i eS 
10 (a) __- 
10 (b)_. 

| 10 (¢).-- 
A os 
11 (a) _- 
11 (b).. 
11 (c). 


If the principle of control of our foreign trade by a foreign dominated group was 
undesirable when the ITO was before Congress in 1950, it is infinitely more unde- 
sirable today when our duties have already been reduced beyond all reason; when 
the manufacturing countries of the world are enjoying a top degree of production 
and prosperity; when there is no longer a question of dollar scarcities; and Congress 
is looking to a regaining of its constitutional powers and obligations. 

Neither GATT nor the proposed OTC is within the powers delegated to the 
President in the Reciprocal Trade Agreements Act of 1934, as amended. There 
is nothing contained in that legislation which can be remotely construed as 
granting to the President the right to redelegate to the State Department which 
in turn engineers the redelegation of the same power to a foreign organization 
having control of our foreign trade. It is significant in this connection that 
when an attempt was made to so increase the scope of the power delegated to the 
President by the insertion of the following quoted phraseology, after giving the 
authority to enter into foreign trade agreements in H. R. 1 which later became the 
Trade Agreements Extension Act of 1955: 

containing provisions with respect to international trade, including provisions 
relating to tariffs, to most-favored-nation standards and other standards of 
nondiscriminatory treatment affecting such trade, to quantitative import 
and export restrictions, to customs formalities, and to other matters relating 
to such trade designed to promote the purpose of this section similar to any 
of the foregoing: * * * 
they were stricken out in Congress thus evidencing an intent to prevent the 
President from exercising such powers. 
It is significant also that H. R. 1 contained in its final form the following: 
That the enactment of the Trade Agreements Extension Act of 1955 shall 
not be construed to determine or indicate the approval or disapproval by the 
Congress of the Executive agreement known as the General Agreement on 
Tariffs and Trade. 

Whether or not the authority to enter into such foreign relationships governing 
our domestic affairs and our international trade is within the constitutional author- 
ity of the President either directly as the Chief Executive, or by delegation from 
Congress is open to serious question. It seems perfectly apparent that the 
Reciprocal Trade Agreements Act, as amended, contains no such authority. 

Whether Congress itself has any authority under the Constitution to create 
such a foreign controlled body having virtual charge of our foreign commerce, is 
at best highly doubtful limited as the power is by article 1, section 8 of the 
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Constitution granting power to regulate commerce with foreign nations and under 

which the Supreme Court in Panama Refining v. Ryan, 293 U. 8. 338, held that: 
the Congress marifestly is not permitted to abc icate or transfer to others the 
essential legislative functions with which it is thus vested. 

These same questions were stucied and analyzed thoroughly in 1950 by three 
separate committees of the Association, namely, the committee on customs law, 
the committee on commerce, and the section of corporation, bankirg and business 
law. All disapproved the bill then pending, H. J. Res. 236, which called for 
approval of the ITO. Then, as now, the bill before the Congress authorized the 
President to accept membership in an International Trade Organization. In 
1950 it was ITO; in 1955 it is OTC. 

By unanimous vote of the House of Delegates the following resolution was 
adopted in 1950: 

Resolved, That the Havana Charter for an International Trade Organization 
is hereby Cisapproved, and the Committee on Customs Law is hereby author- 
ized on behalf of the American Bar Association to oppose in the committees 
of the Congress the passage of the Ratification bill known as H. J. Res. 236; 
that the Stancing Committee on Commerce and the Section of Corporation, 
Banking and Business Law be included in the authorization to present these 
views to Congress, and that the President shall be authorized to select the 
representative or representatives from these three groups to appear before 
the proper congressional committee. 

We, therefore, move the adoption of the resolutions contained in recommenda- 
tions 1, 2, 3, 4, and 5 appearing at the head of this report. 

Respectfully submitted. 

ALBERT MacC. Barngs, Chairman. 
BENJAMIN M. ALTSCHULER 
FREDERICK W. Brooks 

J. BrapLEY COLBURN 

Wituiam R. EppLemMan 

Otro KINnzEL 

Georce R. Tutte 


Mr. Garpner. Mr. Barnes stated that there was only one objection 
to that resolution. That is technically correct. Mr. Whitney North 
Seymour, of the New York Bar, rose on the floor of the House of 
Delegates and said, ““This GATT is a pretty complicated question. 
Let’s study it a little bit.” 

Unfortunately, Mr. Barnes declared that the matter was not open 
to dispute, and, since there were no other persons on the floor of the 
House of Delegates sufficiently familiar with the matter to bring forth 
a contrary legal position, his resolution was adopted. There was no 
discussion on the merits. 

I have here the official minutes of that session of the House of 
Delegates and I should like to place them in the record. 

(The information referred to follows:) 


[From American Bar Association Journal, November 1955} 


ExcERPT FROM PROCEEDINGS OF House or DeLEGTAES, AuausT 24, 1955 


Albert MacC. Barnes, of New York, N. Y., then reported for the Committee 
on Customs Law, of which he is the chairman. Mr. Barnes’ first resolution dealt 
with a change in the Antidumping Act of 1921, now 19 U. 8S. C. § 160. At 
present, the Secretary of the Treasury makes a determination whether mer- 
chandise of foreign origin is being sold in the United States at less than its fair 
value, transmits his findings to the Tariff Commission, and the Tariff Com- 
mission then determines whether an American industry is injured by the dumping 
of the foreign merchandise. There is no provision for a hearing by the Secretary 
of the Treasury before he makes his nonreviewable findings on the case, and 
there is likewise no provision for a hearing by the Tariff Commission (though a 
hearing is accorded in practice) when it determines whether an American industry 
is or may be injured by this flow of imports at below fair value. No right of 
appeal is given from the Commission’s ruling. Mr. Barnes declared that these 
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matters were now ‘‘decided bv unregulated, uncontrolled administrative discretion 
within the terms of a very broad statute.” : ; 

The following proposals, moved by Mr. Barnes, were designed to remedy this 
situation: 


1. Resolved, That this committee be authorized to present to the Treasury 
Department, and to the appropriate committees of the Congress, on behalf 
of the American Bar Association, the following amendment to title 19, 
U. S. C. A. section 160 (a), as amended, by adding at the end thereof the 
following: 

“Provided, That in the course of any investigation or inquiry by the 
Secretary of the Treasury or the Tariff Commission hereunder, and prior to 
any determination by either, public hearings shall be held preceded by ade- 
quate public notice, at which all parties interested shall be given reasonable 
opportunity to be present, to produce evidence and be heard.” 

2. Resolved, That this committee be authorized to present to the Treasury 
Department, and to the appropriate committees of the Congress, on behalf 
of the American Bar Association, the following amendment to title 19, 
U. S. C. A. section 160 (a), as amended, by adding at the end thereof the 
following: 

“Provided, That any decision, finding or determination by the Tariff Com- 
mission shall be subject to review on the facts and the law by direct appeal 
from the Commission’s finding, determination or decision, in the same 
manner as appeals from findings of the Tariff Commission under Section 337 
of the Tariff Act of 1930.” 

3. Resolved, That this committee be authorized to present to the Ways 
and Means Committee of the House of Representatives and to the Finance 
Committee of the Senate on b2half of the American Bar Association, the 
following amendment to H. R. 6040 or to other legislation having the same 
purpose: 

“Section 5. All acts, findings, estimates, determinations and the decisons 
of any customs administrative officer or tribunal acting under the provisions 
of this act, or uncer the provisions of the Customs Simplification Act of 
195 , or the Custoris Simplification Act of 1954, shall be subject to complete 
judicial review by whe United States Customs Court in the manner provided 
by existing laws.” 

The House voted to adopt the resolution. 
Mr. Barnes’ fourth resolution was as follows: 


Resolved, That this committee be authorized to present to the Ways and 
means Committee of the House of Representatives and to the Finance 
Committee of the Senate on tehalf of the American Bar Association, the 
following amendment to H. R. 6040 or to other legislation having the same 
purpose: 

“Section 5 (a). In any appraisement made under this act or under the 
Customs Simplification Act of 1953 or unde: the Customs Simplification Act 
of 1954, the appraiser or one acting in his place and stead, shall state on the 
face of his official return to the Collector, the basis of his appraisal.’ 

Mr. Barnes explained that H. R. 6040 seeks to change the dutiable basis for 
valuation of merchandise that has been in effect since 1890. The bill would vest 
in an administrative officer the power to take any one of four schemes of valuation 
without informing the importer or anyone else of the basis of his determination. 
“It is equivalent to a tax man coming around to you and giving you an additional 
tax bill, and when you ask him ‘What is this for?’ he says, ‘I won’t tell you’ ”’, 
Mr. Barnes explained. The committee’s proposal seeks to prevent any such 
secret valuations. 

The House voted to adopt the resolution. 

‘ a Barnes then moved the adoption of his fifth resolution, which reads as 
ollows: 


5. Reso'ved, That the bill, H. R. 5550, authorizing the President to accept 
membership in the Organization for Trade Cooperation is hereby disapproved 
on the grounds (a) that the Reciprocal Trade Agreements Act of 1934 (Tariff 
Act of 1930, sec. 35) confers no such power on the President, and (b) that 
neither the President, nor Congress has the legal authority under the Con- 
stitution, to delegate the regulation of our commerce with foreign nations to 
a foreign controlled group, and the Committee on Customs Law is hereby 
authorized on behalf of the American Bar Association to present these views 
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to the Congress, and that the president of the American Bar Association be 
authorized to select a representative or representatives to appear before the 
proper congressional committees. 

The purpose of this resolution, Mr. Barnes explained, was to put the House on 
record against H. R. 5550. This bill, he said, was an effort to revive a form of 
International Trade Organization, which the House of Delegates disapproved in 
1950 when that proposal was before the Congress, and involved an unconstitu- 


tional delegation of control of the Nation’s fiscal policy by the Congress to an 
international body of 34 countries. 

Mr. Seymour, of New York, moved that the resolution be referred to the 
section of international and comparative law. “It is obvious that this involves 
matters going beyond any technical questions of customs law,” he said. “I 
should think that all of us in the House would be advantaged by having this matter 
considered by one of the Sections of the Association * * *. It seems to me it 
involves questions too large to deal with so summarily.” 

Secretary Stecher announced that the Board of Governors had recommended 


that the resolution be adopted in view of the previous position of the Association 
on the ITO. 


Mr. Barnes, speaking in opposition to Mr. Seymour’s motion to defer action, 
said that the matter would be before Congress when it reconvenes in January. 
Waiting until the next meeting of the Association, he declared “will render what 
the section does or puts forth too late for herpicide or any other cide.” 

The House rejected Mr. Seymour’s motion to defer and then adopted the 
committee’s resolution. 

Mr. Garpner. I do not, by the way, challenge the authority of 
Mr. Barnes to appear here today as a representative of the American 
Bar Association. That authority is beyond question. But let me 
say this: Immediately after his resolution was passed, a group of mem- 
bers of the American Bar Association—who were frankly astounded 
at the action of the Association—undertook measures to reexamine the 
question. 

First they produced a report of a subcommittee which has been 
referred to by Mr. Seymour Rubin, and which is already in the record. 
Then a large committee of the section on international and compara- 
tive law, the important committee on international trade and invest- 
ment, looked into the question. It produced the following proposed 
resolution, and I am going to put this into the record. I will quote an 
extract from it. 

The CuarrMan. Without ojection it will be included. 

Mr. GARDNER (reading): 


Resolved, That the resolution No. V, adopted by the House of Delegates— 
this is the Barnes resolution which you have heard— 


is rescinded and that bill H. R. 5550 * * * be and is hereby referred for study 
and report to the committee on international trade and investment of the section 
on international and comparative law * * *”’ 


There was a report supporting that proposed resolution and I 
should like to put both the resolution and the report, with the names of 
the attorneys supporting them, into the record. 

The CuHarrMANn. Without objection, it is so ordered. 

(The matter referred to follows:) 


RESOLUTION ProroseD BY COMMITTEE ON INTERNATIONAL TRADE AND 
INVESTMENT 


Resolved, That resolution No. V adopted by the House of Delegates on August 
26, 1955, be and it hereby is rescinded and that bill H. R. 5550, authorizing the 
President to accept membership in the Organization for Trade Cooperation, be 
and it hereby is referred for study and a report to the committee on international 





ORGANIZATION FOR TRADE COOPERATION 451 


trade and investment of the section of international and comparative law with the 


request that such report be made to the house of delegates at its meeting to be 
held in August 1956. 


REPORT OF COMMITTEE ON INTERNATIONAL TRADE AND INVESTMENT OF THE SECTION 


OF INTERNATIONAL AND COMPARATIVE LAW OF THE AMERICAN BAR ASSOCIA- 
TION 


At the meeting of the house of delegates of the American Bar Association held 
on August 26, 1955, the following resolution was adopted on recommendation 
No. 5 of the customs law committee: 

“V. Resolved, That the bill, H. R. 5550, authorizing the President to accept mem- 
bership in the Organization for Trade Cooperation is hereby disapproved on the 
grounds (a) that the Reciprocal Trade Agreements Act of 1934 (Tariff Act of 
1930, section 35) confers no such power on the President, and (b) that neither the 
President, nor Congress has the legal authority under the Constitution, to dele- 
gate the regulation of our commerce with foreign nations to a foreign controlled 
group, and the committee on customs law is hereby authorized on behalf of the 
American Bar Association to present these views to the Congress, and that the 
president of the American Bar Association be authorized to select a representative 
or representatives to appear before the proper congressional committees.” 

Our committee has considered the report of the customs law committee on the 
basis of which the above resolution was adopted, the agreement on Organization 
for Trade Cooperation and the bill, H. R. 5550, and has decided that it should 
recommend to the house of delegates the rescission of the above quoted resolution, 
on the following grounds: 

(a) The conclusion, if true, that the Reciprocal Trade Agreements Act of 
1934 does not confer on the President power to accept membership in the 
Organization for Trade Cooperation is no basis for disapproving the express 
authorization provided in H. R. 5550. 

(b) H. R. 5550 does not authorize or constitute a delegation to any ‘‘for- 
eign controlled group”’ of the regulation of the commerce of the United States 
with foreign nations. 

The agreement on Organization for Trade Cooperation expressly pro- 
vides as follows (article 3 (d)): 

“The organization shall have no authority to amend the provisions of the 
general agreement; no decision or other action of the assembly or any sub- 
sidiary body of the organization shall have the effect of imposing on a mem- 
ber any new obligation which the member has not specifically agreed to 
undertake.”’ 

It would seem that the only significant way in which the Organization for 
Trade Cooperation may itself affect our tariff arrangements with foreign countries 
is with respect to the release of such countries from certain obligations or con- 
cessions which shall have been made by such countries under GATT, of which 
our exporters are the beneficiaries. It is not believed by this committee that 
the exercise of this function constitutes regulation of the foreign commerce of 
the United States. 

It is recommended that the resolution adopted in August 1955 above set forth, 
should be rescinded and that H. R. 5550 should be submitted to this committee 
or to such other committee as the house of delegates shall determine, for study, 
the committee’s recommendation to be reported at the annual meeting of the 
house of delegates to be held in August 1956. 

Respectfully submitted. 


MANDEL L. ANNIXTER S. DELVALLE GOLDSMITH 
Sam G. Baacertr Davip E. GRANT 

Wooprin L. Butte Puitie E. Greco 

Frank C. Byrp Pace S. HAsELTON 
CHARLES R. CARROLL NorMan M. Litretu 
Nicnouas C. CULOLIAS Covey T. OLIVER 

Leo M. DRaAcHSLER RyperR Patren 

Epwin D. Forp, Jr. Wiitiiam Harvey REEVES 
Henry H. Fow.er Seymour J. Rustin 

Rosert E. Freer Prof. Rupotey B. ScHLESINGER 
RicHaRpD N. GARDNER Eruan D. Atyea, Chairman 
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Mr. Garpner. I shall quote one significant passage from the report. 
“Qur committee has considered the report of the Customs Law Com- 
mittee on the basis of which the above resolution was adopted . . . 
and has decided that it should recommend to the house of delegates 
the rescission of the above quoted resolution on the following grounds: 

(a) The conclusion, if true, that the Reciprocal Trade Agreements 
Act of 1934 does not confer on the President power to accept member- 
ship in the Organization for Trade Cooperation is no basis for dis- 
approving the express authorization provided in H. R. 5550. 

(6) H. R. 5550 does not authorize or constitute a delegation to any 
foreign controlled group of the regulation of commerce of the United 
States with foreign nations.”’ 

This report of the committee on international trade and invest- 
ment was then sent to the council of the section on international and 
comparative law. The council approved the report and also adopted 
a resolution which asked that the resolution of the committee on 
customs law be reconsidered and referred for further study. 

Mr. Rubin has already placed in the record the proposed resolu- 
tion adopted by the council of the section, which was adopted un- 
animously by all those present. I should like now to place in the 
record the names of the members of the council who were present 
and who thus approved the resolution and the report with the state- 
ment I have just read to you. They include such gentlemen as Mr. 
Arthur Dean, who was United States special representative in Korea; 
two former presidents of the American Bar Association, Mr. Jacob 
Lashly and Mr. Robert G. Story; a Justice of a Federal circuit court 
of appeals, Judge John J. Parker; and other distinguished persons. 

(The list referred to follows:) 

List of Members of the Council of the Section on International and Compara- 
tive Law who voted for the resolution and report: 

Homer G. Angelo, Max Chopnick, Helen L. Clagett, Arthur Dean, Victor 


Folsom, Harry Leroy Jones, Jacob Lashly, Herbert S. Little, Wilder Lucas, 
F. Wesley McWilliams, James O. Murdock, John J. Parker, and Robert G. 


Story. 

Mr. Garpner. This proposed resolution for the reconsideration 
of the resolution of the committee on customs law was brought forward 
on the floor of the house of delegates in February and was ruled out of 
order on the ground that the house could not enterntain a motion to 
reconsider. It was ruled out on a point of order. The merits were 
not considered. But because it was ruled out of order, there can be no 
question about the credentials of Mr. Barnes. I repeat, I am not 
challenging them, and I am certainly not speaking for the American 
Bar Association. I am simply presenting, as requested by Congress- 
man Mills, the historical record. 

Mr. Mixus. As I gather from what you have said, in spite of the 
action of the American Bar Association house of delegates, there is 
some difference of opinion among members of the American Bar Asso- 
ciation as to whether or not the membership in OTC would be con- 
stitutional or not. 

Mr. Garpner. I should go even further and make this statement 
on my own responsibility. I should say that the overwhelming weight 
of informed opinion in the ABA is that this legislation is constitutional. 


I believe that statement of mine will be supported by the documents 
I have put into the record. 
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Mr. Miuts. And you have put into the record, under permission 
already given, the report of the council of the section on international 
and comparative law and the report of the section’s committee on 
international trade and investment? 

Mr. GarpNeER. Yes, sir, both reports. 

Mr. Mixuts. Both reports? 

Mr. Garpner. Yes, sir. Actually the reports are identical. 

Mr. Mitts. Thank you. 

The CuHairMAN. Are there any further questions? 

Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Simpson. I am interested in the fact that you indicate the 
American Bar Association did not know what they were doing when 
they opposed OTC. 

Mr. Garpner. I did not say that, sir. 

Mr. Simpson. What did you say? 

Mr. Garpner. The record will show that I did not say they voted 
contrary to their beliefs, but that the fact of the matter was, as we 
all know, this matter is highly technical, and that there were not 
persons present who could adequately consider the merits of the 
question. 

Mr. Simpson. You said a majority of the Bar Association would 
apeeere of the constitutionality of GATT. Is that what you said? 

Mr. Garpner. I said on my own responsibility that in my opinion 
the record will show, with the documents I am placing in it, sir, that of 
those who have actively considered the question in the ABA, a major- 
ity have come to the conclusion that the proposed bill is constitutional. 

Mr. Simpson. I was out of the room a moment, and I wonder 
whether you said that OTC, the bill now before us, is, in fact, the 
organizational part of GATT? 

Mr. Garpner. I said that the Organization for Trade Cooperation 
would be an organization whose primary purpose would be to admin- 
ister GATT. 

Mr. Stmpson. I assume that you did not say that OTC includes the 
organizational part of GATT—— 

Mr. Garpner. The organizational provisions of GATT have been 
transferred by the revision of GATT in the winter of 1954-55 to the 
OTC agreement. 

Mr. Simpson. Thank you, sir. That clarifies it in my mind. 

Is that the only thing which is in OTC? 

Mr. Garpner. [ am not so sure [ understand that question, sir. 

Mr. Stupson. Is OTC in your judgment, more than organizational 
provisions taken out of GATT? 

Mr. Garpner. It is mo'e. 

Mr. Simpson. And in what respect is it more? 

Mr. Garpner. Well, I think the answer to that question can be 
found by a reading of article three of OTC which is entitled “Fune- 
tions.”’ 

Mr. Simpson. Would you mind outlining that article? 

Mr. Garpner. Certainly. ‘The organization shall administer the 
General Agreement and generally facilitate the operation of that, 
agreement.’’ That is in effect what I have just stated. 

Moreover, it shall have the following functions, and I will quote 
further, ‘to facilitate intergovernmental consultations on avestions 
relating to international trade”’ 

75018—56——30 
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Mr. Simpson. You do not need to read it. 

Are you referring there to the right to interpret GATT? 

Mr. Garpner. Well, the phrase is ‘facilitate consultations.” | 
wouldn’t consider that a phrase to embrace interpretation. 

Mr. Stmpson. Somewhere in the bill before us, we have been told 
that there is authority to OTC in administering GATT to interpret 
GATT. A number of the witnesses have interpreted that as a quasi- 
judicial authority. I think Mr. Dulles was one of those. 

Mr. Garpwner. One has to be very careful in stating just what this 
organization can do. Of course, every organization has the power to 
interpret the obligation of the members. That you will find, as far 
as I know, in virtually every international agreement to which we are 
a party setting up an organization. 

Someone has to interpret what the obligation of the members is. 
Otherwise, the thing falls apart. But if I may continue my answer, 
there is no power in OTC or GATT to enforce those interpretations, 
or to make us conform to them. That is the heart of the matter. 

Mr. Stmpson. If I understand what you say, and I agree with you 
if I understand correctly, it is that OTC may interpret GATT as it 
is today, or any way GATT may be amended, and administer it in 
accordance with the interpretation that OTC puts on it. 

Mr. Garpner. OTC has, through its various bodies, the assembly 
and executive committee, the power to interpret the obligations in 
GATT; yes, sir. 

Mr. Simpson. Earlier in your statement, you said that OTC could 
impose no new obligations upon GATT. 

Mr. GARDNER. Yes, sir. 

Mr. Stupson. Is it not possible for OTC to interpret a provision in 
GATT in a way entirely contrary to what GATT itself may have been 
intended to mean when the provision was put in, and thereby impose 
a burden upon us through OTC? 

Mr. GarpDNEr. Well, ‘it is conceivable, but highly unlikely, that an 
international organization should fly in the face of the original inten- 
tion. But even if it did, sir, it could still not force the United States 
to abide by that interpretation. 

Mr. Simpson. You are referring to the fact that we could drop out? 

Mr. GarpNErR. Not drop out, but simply ignore the provision. 

Mr. Stimpson. What do you mean by that? 

Mr. Garpner. Let us suppose, for example, that we continued to 
support domestically our agricultural producers. Of course, we have 
received a waiver on that, and perhaps that is a bad example. But 
let us suppose we adopt in the future some other legislative provision. 

Mr. Stmpson. Suppose Congress found it advisable to pass a bill 
prohibiting the importation of residual fuel oil to protect the coal 
industry and we passed a bill to that extent. 

We would then go to GATT and ask a waiver? 

Mr. Garpner. No, sir, we would not go anywhere. 

Mr. Stmpson. They would come to us and criticize us and say, ‘““We 
are going to punish you’’? 

Mr. Garpner. With due respect, I do not believe that is an accurate 
statement of the position. I think the position would be this: Some 
other country, if it felt that that action of the United States was nulli- 
fying or impairing concessions which it had received in the agreement, 
could come forward and ask the organization to release it from some 
corresponding obligation to even up the balance of obligations. 
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Mr. Simpson. One way or another, the idea would be to penalize 
the United States, because the Congress saw fit to protect some par- 
ticular business in this country; is that right? 

Mr. Garpner. I would not accept the word “‘penalize.”’ 

Mr. Simpson. All right, pay for it, then, pay a price. 

Mr. Garpner. I do not regard—Do you, sir, regard as unjust-——— 

Mr. Stmpson. Compensate is the word you used, I beiieve. 

Mr. Garpner. I[ think the purpose is to restore a balance of obli- 
gations, which seems to me to be in accord with justice and fairness. 

Mr. Stimpson. Where do we stand if, in the example I gave, to pro- 
tect the coal industry and the coal miners, those various steps are 
taken, and what industry are we going to penalize or force to pay the 
price of protecting the coal miners? 

Will it be the farmer, by authorization being given to a country 
that exports oil to this country to deny us the right to sell farm 
products in that country? 

Mr. Garpner. I| stated at the outset of my testimony, sir, and 
perhaps you were not present, that I could only testify on the con- 
stitutional question. I do not think your question is now directed 
to the constitutional point. 

Is it? 

Mr. Simpson. You are a very well read man. If I had time to go 
through this with great care, I think I would perhaps be converted in 
some respects to your opinion. I recognize that is not direct!y con- 
stitutional, but it is a political question. It is vitally important to 
those of us who are representing the people, and I am sure you under- 
stand that. 

Mr. GarpneEr. | certainly agree with that, sir, and I would reiter- 
ate that the association takes no stand on the merits of the legisla- 
tion. 

Mr. Simpson. Let me then ask you this question, and I have asked 
this of a number of witnesses: Would you consider that our approval 
of H. R. 5550 would be equivalent to a congressional indorsement of 
the GATT agreements? 

Mr. Garpner. I believe the same question was asked of Mr. Rubin 
before lunch, sir. 

Well, again, there is that troublesome word “‘indorsement.”’ In a 
legal sense, Congress only has OTC before it at the present time. I 
should say that if Congress does not think GATT is a good deal for 
the United States, it should not go into OTC. 

The main purpose of OTC is to administer GATT. Therefore, if 
GATT is a bad thing, OTC should be rejected. 

Mr. Simpson. That is a little reverse English. As I interpret, 
that means that an indorsement of OTC would be an indorsement of 
GATT, or it would be construed that way in a political sense. 

Mr. GARDNER. Yes, sir. 

Mr. Stimpson. I think that GATT can be administered today if 
they, wanted to in pretty much if not exactly the way H. R. 5550 
envisages it, on the basis of the authority they now claim they have. 

Mr. Garpner. Your position is what? 

Mr. Stmpson. Well, it has been administered for about 8 years, 
and in view of Mr. Dulles’ statement that there was nothing in H. R. 
5550, as I understood him to say, which they do not already claim to 
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have by way of authority, it would seem to me that GATT could be 
administered today properly. 

Mr. Garpner. I think the answer to that is twofold. In the first 
place, for political reasons of which we are all aware, a commitment 
was made by this Administration to bring the organizational provi- 
sions to the Congress for their specific approval or rejection. Sec- 
ondly, on the merits of the organizational question, I think it can be 
demonstrated that the present organizational provisions of GATT are 
inadequate for the achievement of the purpose of that organization. 

Mr. Simpson. That brings us back to the question of what new 
authorities are in H. R. 5550. 

Mr. Garpner. The new authority boils down to this, I think. 
There would be an executive committee empowered to act between 
the annual meetings of the contracting parties, who are now called 
members, and this executive committee which would consist of the 
5 countries of chief economic importance, plus 12 others, would be 
able to deal with a host of continuing problems. 

Mr. Stmpson. And you say they are necessary to the proper han- 
dling of GATT. 

Mr. Garpner. I believe so. 

Mr. Simpson. Would you say that if they are not passed, if Congress 
does not give that specific authority in H. R. 5550, GATT will fail? 

Mr. Garpner. I have read through much testimony before con- 
gressional committees, and I have very often seen statements that 
unless a certain thing is done the heavens will open and calamity will 
befall. I do not want to make that kind of statement. I can only 
say that on balance I think this new authority is justified. 

‘Mr. Srmpson. You are a constitutional authority, and I mean it 
sincerely. Would you say that without H. R. 5550 GATT may be 
administered, as you describe, in the interim period, quite effectively 
on the basis of the authority now in GATT? 

Mr. Garpner. You are now asking whether the contracting parties 
could continue constitutionally to do what they have already done? 

Mr. Simpson. Yes. 

Mr. Garpner. I believe so. I believe our report reaches that 
conclusion. 

Mr. Simpson. Do you say they could or could not enlarge it even to 
the extent of H. R. 5550? 

Mr. Garpner. I am not so sure I understand that question. 

Mr. Simpson. At the present time, you suggest that in the interim 
period between the times of the meetings, it is not being properly 
administered. 

Do you say that they could or could not extend the present ad- 
ministrative body to properly function during the interim pericd? 

Mr. Garpner. I would have to study the provisions of the pre- 
revision GATT about amendment. I do not have that before me. 
My recollection is that if the United States accepted an amendment 
providing for a stronger intersessional committee, that might be 
possible, “but I must be tentative about that. 

Mr. Srupson. No one thus far has denied but that there is authority 
to extend the administrative provisions of GATT by GATT itself, and 
administer it satisfactorily. No one thus far has said that that is not 
exactly what will happen if this bill should be defeated. 

Thank you very much, sir. 
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The CuarrMan. Are there further questions? 

Mr. Garpner. Mr. Simpson, there is one question that you asked 
Mr. Rubin this morning, and I wonder if I could be permitted to try 
to answer it, because it is a very central one. 

I believe you asked whether the contracting parties to GATT could 
amend GATT in such a way as to bring in all the ITO stuff, and that 
the United States would find itself in an OTC which was administering 
a much bigger interprise. 

Mr. Simpson. The basic question there, as you recognize, is what 
is the top of the authority granted to the Executive. 

Mr. GarpneErR. The answer to that question—and we are operating 
in a difficult area, but I will do the best I can—is first, that no new 
trade rules could be put into GATT which would be binding on the 
United States unless the United States agreed to them, because the 
provisions for amendment are such that amendments cannot take 
effect with respect to us unless we agree. We could remain in and 
simply not agree to the amendment and it would therefore not be 
binding on us. That is the first point. 

Mr. Simpson. Suppose we are outvoted? 

Mr. GarpNer. But amendments cannot take effect with respect to 
any member unless thet member has agreed. 

Mr. Stmpson. In OTC? 

Mr. Garpner. That isinGATT. You will find that in the article 
on amendments. 

Secondly, I think the next question is, could the American Execu- 
tive, or could the President, agree to some new trade rules of the 
ITO type, that is, full employment 

Mr. Stmpson. That is the question I asked this morning. 

Mr. Garpner. Well, that gets to the question of how far can the 
Executive go under the authority in the Reciprocal Trade Agreements 
Act. 

Mr. Simpson. You put your finger on it, and you will hear more 
about that from Mr. Curtis. 

Mr. Garpner. I have puzzled that one over, and I wonder if this 
answer would satisfy anyone. The Reciprocal Trade Agreements Act 
grants to the President the authority to make concessions in the field 
of tariffs and other restrictions. 

I interpret that to mean barriers laid to the import and export of 
goods by governments. I would not call full employment or lack of 
full employment a barrier laid by government to the import or export 
of goods. Therefore, I would say a full employment provision was 
clearly beyond the power of the Executive in the act. 

I think restrictive business practices, which are private barriers to 
the flow of goods, would also be beyond the power of the Executive. 

Mr. Simpson. I will not pursue this with you, but simply say 
suppose you did feel that way and some executive felt otherwise. 
What would you do about it? If you dare say you would go into 
court, I will ask you how. 

Mr. Garvner. Well, I think there would be a way of getting into 
court. 

Mr. Stmpson. I wish you would tell us how. 

Mr. Garvner. Of course, there is this specific section 516 (b) of 
the Tariff Act which provides for a wav of challenging assessments 
of customs duties. I think there are other ways by which a private 
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individual could get redress in courts. But that is a pretty technical 
question which I am not prepared on today, I will confess. 

The CuarrMan. Are there any further questions? 

Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. I would like to pick ap where Mr. Simpson left off 
on some of these other areas where there is a question of whether they 
are included in the words “tariffs or import restrictions.” 

How about the health laws? We have a lot of health standards 
we impose for various foods and drugs and so forth. They could 
become barriers to trade, using that term, and yet it might be ques- 
tionable whether they were included or should be included in our own 
idea of import restrictions. 

In fact, I might refer to the whole list that Mr. Barnes had in his 
brief, on page nine, internal taxation, identifying marks of foreign 
merchandise, basis of customs valuation—some of those, I think, are 
clearly within the purview—antidumping law, countervailing duties 
and embargoes, currency restrictions, subsidies by governments. 

I happen to have raised these questions, for example, on health 
measures that affect a great deal of our agricultural products. Par- 
ticularly let us use as an illustration milk products. We have some 
pretty high standards of health regulations which foreign countries 
might argue are really not for health purposes but are sort of subter- 
fuges and really become a barrier for trade. 

There has never been, as I see it, any definition of the limitation or 
attempt to spell out the amount of power that we have delegated to 
the President in this area in the Trade Agreements Act. Last year, 
H. R. 1, if you may recall, actually had a spelling out of this delegation 
of authority. That was passed by the House, as a matter of fact, and 
it was knocked out in the Senate. 

There were questions in my mind as to whether that was a sufficient 
restrictive delezation so that we knew just where the Executive could 
go and where he could not go. 

To pick up this further thinking, I might mention what I now have 
in my mind. I have not determined whether it gets actually into a 
constitutional question, as to whether or not we have delegated 
authority so vague as to make it unconstitutional. I think you do 
recognize that it is a well established principle of law that when 
Congress does delegate its authority it must do so in sufficiently 
restrictive terms so that it is not so vague that it would be regarded 
as a blanket delegation. 

There are some who argue that-it is so blanket that it is uncon- 
stitutional. 

I did not get a chance to read your report completely, but as I 
went through it I do not think you devoted a great deal of time in 
your paper to that particular aspect which, to me, is the most import- 
ant of all the aspects of the possible constitutionality. There is the 
further matter that even if it could be regarded as within the proper 
delezation of authority, Congress itself gets involved in this from a 
policy standpoint. Even though we might have conveyed the author- 
ity from a policy standpoint it might be well if we pinned it down so 
that there was less uncertainty in this area. 

Mr. Garpner. May I try to answer those various points? 

Mr. Curtis. Yes. 

Mr. Garpiner. In the first place, Congress did undertake to define 
the extent of delegation involved in the phrase ‘duties and other 
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import restrictions.’”?’ That can be found in section 350 (c) (1), of the 
Trade Agreements Act. 

Mr. Curtis. How far did they pin that down? 

Mr. GarpNer. Well, they say, “as used in this section, the term 
‘duties and other import restrietions’ includes, (A) rate and form of 
import duties and classification of articles and (B) limitations, pro- 
hibitions, charges, and exactions other than duties, imposed on impor- 
tation or imposed for the regulation of imports.”’ 

Mr. Curtis. That very clearly would not include some of these 
areas that GATT itself has moved into, would you not agree on that, 
in some of GATT’s articles? 

Mr. Garpner. No, sir, I would not agree to that statement. 

Mr. Curtis. You think that matters of internal taxation—and I 
am looking at this list—identifying marks, foreign merchandise, would 
be contemplated in those powers, do you? 

Mr. Garpner. Yes, I think the phrase “limitations, prohibitions, 
charges, and exactions other than duties imposed on importation or 
imposed for the regulation of imports,” if read in conjunction with 
the rest of the act, “would embrace internal taxation. 

Mr. Curtis. What would be your interpretation of it? 

In economics, you can argue, of course, that almost any economic 
aspect could affect trade. 

Mr. Garpner. I would say that reasonable men of good will could 
all agree that provisions on full employment, restrictive business 
practices, and foreign investment, which were three sections of the 
ITO considered undesirable, would be difinitely beyond the purview 
of that language. 

Mr. Curtis. In the area I suggested, like health regulations? 

Let us take, for example, the specific case where they granted a 
waiver in GATT to certain provisions of our agricultural laws. W ould 
you think that it was necessary that we had to have a waiver 

The point I am trying to make is this: If GATT did not have the 
authority, as far as the United States is concerned, there would be 
no need for the waiver of authority over that area, a waiver of juris- 
diction over the area involved. 

Mr. Garpner. GATT had no authority over the legislative power 
of Congress to lay restrictions on agricultural imports. All it had 
authority to do, in the absence of a waiver, would be to authorize 
other countries to the original contract to take back something that 
they had given in order to compensate them for things which we had 
taken away from them. 

Mr. Curtis. But our agricultural act went pretty far, and it is in 
the area of defining the authority of GATT, the jurisdiction, that I 
think a lot of these questions come up, as I say, as to whether the 
authority is sufficiently vague to say it is unconstitutional or not. 
[, personally, perhaps do not think it is. 

I do think there is good reason for wanting to speel out in more 
detail what that jurisdiction is, particularly as we are now going ahead 
lo give the organization a policeman, you might say. It is important 
to know what its jurisdictior will be. 

In your paper you had reference to previous delegations of consti- 
tutional authority where the language was pretty broad and indefinite. 
I would like to refer to those references at this time and perhaps ask a 
question concerning them. 
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On page 7 is the 1, for example, of public interest, convenience 
and necessity. Of course, at the time Congress did that, it spent a 
great deal of effort defining an organization, the appointment of the 
members that were to go to make up the board that had that author- 
ity, and pretty well spelled out the jurisdiction and the procedural 
setup of the organization. 

Taking the Federal Trade Commission and the Interstate Commerce 
Commission, only as examples, would you not say they are pretty 
definitive delegations of power, even though once those organizations 
were created they might have pretty broad scope, as opposed to this 
situation we have in GATT where we have no organizational setup 
comparable to the ICC, but at the same time we have this very 
broad and somewhat indefinable delegation of jurisdiction? 

Mr. Garpner. That is an interesting point and one which, frankly, 
I had never considered. However, I am not sure that the organiza- 
tional setup of our regulatory commissions in itself provides much 
greater assurance that the Adewuted authority, if broad, will not be 
used in such a way as to do things against the national interest. 

Moreover, the Supreme Court has already upheld delegations to 
the President in the field of foreign commerce in cases where no de- 
tailed organization was specified for the exercise of those powers. 
Field against Clark and the Curtiss-Wright case are examples of that. 
And I am sure you are familiar with the statement of the Supreme 
Court in the latter case, quoted on page 10 of our brief, that ‘‘con- 
gressional legislation which is to be made effective through negotiation 
and inquiry within the international field must often accord to the 
President a degree of discretion and freedom from statutory restriction 
which would not be advisable were domestic affairs alone involved.” 

Mr. Curtis. Excuse me. Let me approach it from this other 
angle, and then I am going to cease. I appreciate your paper very 
much as you have raised some very interesting points. I think it is 
very worthwhile. 

But my thinking started from another basis, almost, from the right 
of the citizens to petition the Congress, and why the Constitution 
originally gave the authority to regulate foreign trade to the Congress, 
which is a forum itself, just like this committee. Then when we go 
to delegate some of our basic congressional authority to the Execu- 
tive, it behooves this Congress to preserve in some way or other, and 
in a definite way, this right to petition. A lot of questions I have been 
directing to governmental witnesses have been along the lines of 
where do they go, where does a business, industry, labor, or farming 
go to present their point of view on possible negotiations of trade, 
and so forth? 

Mr. Garpner. | think the answer to that is fairly clear, sir. 

Mr. Curtis. I regret to say it is not fairly clear. We get down to 
the point of the committee on reciprocity information and the com- 
mittee on trade agreements. But the next question is, first of all, 
whether that material is ever reduced to the form of recommendations, 
conclusions, and in writing, how that material ever gets over to the 
hands of the board of negotiators. How are the board of negotiators 
appointed? No one seems to know. It is a nebulous thing. It has 
never been formalized in an Executive order. So it is not very clear, 
in my judgment. 
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Mr. Garpner. The agencies in the Executive are clear, and you 
just mentioned them. In addition, there is the Tariff Commission, 
to which American producers can go. 

Mr. Curtis. But Congress has done none of that defining. Even 
what little we have, and I say little as my interpretation, is by Execu- 
tive order. Congress has set down no guide lines, and it is in that area 
that I think of whether we have gone beyond the bounds of our consti- 
tutional powers to delegate. I think it is perfectly clear that Congress 
can delegate these powers, and in my judgment it is a question of how 
we delegate them. 

I raise the question, though, of whether we have wisely delegated 
them, whether or not it is necessary to go over this a little more care- 
fully and define our procedures, following up on this basic thought of 
the right of the citizen to petition. 

Well, I just pose that, Mr. Chairman. That is all. 

The CuatrmMan. Are there any further questions? 

If not, we thank you for your appearance and the very helpful 
information given the committee. I may say, from my many years 
of service on this committee, I have never been more favorably im- 
pressed with any presentation than that which you have made here 
today. 

Mr. Garpner. Thank you, sir. 

The CuarrmMan. The next witness is Mr. Cola Parker. 

Come forward, please, Mr. Parker. 


STATEMENT OF COLA G. PARKER, NEENAH, WIS. 


The CuarrMan. Mr. Parker, some of us know you very pleasantly, 
but please follow the usual custom of giving your name, address, and 
the capacity in which you appear, for the record. 

Mr. Parker. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee: My name is Cola 
G. Parker. My residence is Menasha, Wis. My office is in Neenah, 
Wis. I appear here purely in my capacity as a private citizen. I do 
not represent any organization whatever. I want to make that very 
clear, because it happens that I am president of the National Associ- 
ation of Manufacturers this year. I do not appear for that organiza- 
tion. 

My willingness to appear stems from the fact that I was a member 
of the Commission on Foreign Economic Policy, ordinarily referred to 
as the Randall Commission, and that I spent 10 weeks, practically, 
in Geneva in connection with the delegation that renegotiated the 
General Agreement on Tariffs and Trade out of which has arisen the 
agreement for OTC, which is before the committee. 

I start with certain basic assumptions. Number one is that it is 
essential that the United States maintain its strength, both militarily 
and economically. I have another reservation in my mind, however, 
beyond that initial assumption, and that is that I am not happy about 
the proliferation of international agencies. 

Regardless of that prejudice or predeliction, I am in favor of OTC. 
My reason is because I believe that the United States is safer and 
that its industry is safer in a multilateral organization for negotiations 
under the Trade Agreements Act than it is under the bilateral prac- 
tice which existed before the General Agreement on Tariffs and Trade 
was arrived at. 
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I have one reservation with respect to the OTC itself. That is the 
provision in article 11, subdivision (b) that it become a specialized 
agency under article 57 of the charter of the United Nations. I am 
opposed to that. I made my position clear as an advisor of the dele- 
gation at the time, but that was settled policy of the administration, 
and it was a provision that was included in the first draft of OTC. 

My reason for it is that if OTC is to be successful, it should be 
continued as a purely business organization. If it becomes a special- 
ized agency in connection with the United Nations, it increases the 
possibility if not probability that it will be a political organization. 
If it is a political organization, I am not at all happy with respect to 
the position of the United States, vis-a-vis the organization. 

Basically, however, as I have said, with that reservation, I am in 
favor of the OTC. I do not have any prepared statement. I came 
here merely to state my position as a result of the background that I 
have. That is my position and I am now subject to your questioning. 

The CHatrMAN. Does that complete your statement, Mr. Parker? 

Mr. Parker. Yes. 

The CHarRMAN. We appreciate your appearance and the informa- 
tion given the committee. 

Are there any questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Srmpson. Mr. Parker, I was very happy to have you here today. 
As you have stated, you were a member of the Randall Commission. 
I had the privilege of serving on that along with other Members of the 
Congress. You were a valued member on that commission. 

Mr. Parker. Thank you, sir. 

Mr. Stimpson. We saw alike on a great many things, but on some 
we did differ. I have only one brief line of questions I want to 
inquire about, and that concerns the question of whether, in your 
opinion, we here are carrying out the recommendations of the Randall 
Commission with respect to organizational matters as distinguished 
from substantive provisions in GATT. 

Mr. Parker. I believe so. There was nothing in that report with 
respect to the status of the organization, vis-a-vis any other interna- 
tional organization, and in that particular respect, I think there isn’t 
any question whether it was in accord or not in accord with the rec- 
ommendation, because there was no recommendation on that point. 
I am speaking my personal view as to that particular provision. 

Mr. Simpson. I[ understand. Is it your preference and belief that 
what we have before us is a bill which will be confined to administering 
GATT? Is that what you understand by OTC? 

Mr. Parker. Substantially so. I do not believe that the three 
subdivisions that are added in that particular article broaden the 
powers of GATT or were intended to do so. I believe that they were 
intended to spell out certain specific methods of operation, all, how- 
ever, confined to the trade question. 

Mr. Stmpson. Do you consider this, if it passes, an endorsement 
of GATT, as such? 

Mr. Parker. I haven’t thought about that question, Mr. Con- 
gressman. [am not certain. I would say this, that if it is a serious 
question, I would see no reason why the Congress could not, as it 
has in each previous instance, attached the same reservation that it 
has in connection with the extension of the Trade Agreements Act. 
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Mr. Simpson. I agree with you on that point. You referred to 
article 11, which would authorize possible joining the United Nations 
as a specialized agency and indicated your objection, and referred to 
an earlier draft which you objected to. I recollect that well. The 
word “shall’’ appears in the original draft; that word has been taken 
out and the word “may’’ appears in this bill. That change does not 
suit me and I assume it does not suit you, or otherwise you would 
not have said you were opposed to section 11. 

Mr. Parker. I would prefer to have the whole section removed. 

The Cuarrman. Mr. Mills, of Arkansas, will inquire. 

Mr. Mitts. I am interested in your reservations about article 11. 
A few days ago, a representative of the American Farm Bureau Fed- 
eration appeared before the committee and said that his organization 
supported OTC with a reservation about article 11. When interro- 
gated, as I remember, he said that if OTC should become a specialized 
agency of the U. N., his organization would oppose OTC. Do you 
have that strong a v iew about the importance of keeping OTC sepa- 
rate and apart from the U. N.? 

Mr. Parker. Yes. When I used the word “reservation,” that is 
what I meant. 

Mr. Miuts. As a member of the American delegation to Geneva, 
do you have any recommendations that we might follow in connection 
with H. R. 5550 to provide for the elimination of the possibility that 
OTC might become a specialized agency of U. N.? 

Mr. Parker. [ am sorry, I would not be able to draft language 
without sitting down and thinking about it. 

Mr. Mitts. I understand that, but I know you have given much 
attention to this point, and I thought you might be able to give us 
some leads to follow. 

Mr. Parker. I had assumed it would be in the form of a reservation 
as Congress has frequently done in many other instances. But I 
would not attempt to put my language up against that of the legisla- 
tive drafters you have. 

Mr. Mitts. The point I had in mind, actually, was this, Mr. 
Parker: If we should follow the course of reserving against that particu- 
lar part of OTC, from your experience as a member of the delegation 
to the ninth meeting on GATT, do you think that our delegation to 
subsequent meetings involving OTC ‘and GATT could arrange for the 
elimination of article 11? 

Mr. Parker. I am convinced of it. I am quite sure that we would 
have a great deal of support. 

Mr. Mitts. Is the present language of article 11 actually our own 
language? 

Mr. Parker. I think substantially. I would say there was the 
change that Congressman Simpson referred to, but other than that 
there were no changes that changed the sense or effect of that particular 
paragraph. 

Mr. Mitts. The point is, it was actually the thought of our own 
delegation rather than the thought of a delegation from some other 
country. 

Mr. Parker. No; there are a lot of other delegations that were in 
favor of that, but it was by no means unanimous, and there were 
many other delegations who made known their views in opposition to 
it. It was not language drafted by the delegation. The language 
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was drafted in Washington and the proposed agreement was sent to 
the delegation in Geneva. It was not drafted by them. 

Mr. Mitts. In other words, it came from our Government as a 
suggestion? 

Mr. Parker. That is right. 

Mr. Mitts. And it 1s your belief that if we took a firm stand, if our 
Government takes a firm stand, against the inclusion of OTC as a 
specialized agency of U. N., that enough of the countries would agree 
to eliminate article 11? 

Mr. Parker. Yes. And I think that the language with regard to 
provisional application until there could be complete adherence would 
permit the operation during the period that it would be necessary to 
negotiate that change. 

Mr. Mitus. Thank you, Mr. Parker. 

The CHarrman. Mr. Parker, is it not true that the article 11 to 
which reference bas been made was proposed by the United States in 
the original draft? 

Mr. Parker. In their draft. It was proposed also by some other 
countries. 

The Cuarrman. I understand, but it was originally proposed by 
the United States? 

Mr. Parker. That is right. 

The CuarrmMan. And our own administration supported it and 
advocated it and helped lead the fight for it, did they not? 

Mr. Parker. I don’t know that you would call it a real fight, but 
they supported it. 

The CuairmMan. They were one of the strongest supporters of it, 
were they not? 

Mr. Parker. Yes; that is correct. 

The CHarrMan. Even if this committee should decide on your 
suggestion about some reservation, that would not settle the matter, 
because the Eisenhower administration would have to pass on it, 
would it not? 

Mr. Parker. If you are asking me to answer as to what they 
might do with respect to a reservation, I would prefer not to answer 
that question. 

The Cuarrman. As far as you and I know, and we were both in 
Geneva for awhile, this was the position taken by our country. 

Mr. Parker. That is correct; by the administration. 

The CuarrMAN. And even if we in this committee should suggest a 
reservation, the first job would be to sell it to our own Government; 
is that not correct? 

Mr. Parker. I did not say suggest a reservation. I assumed it 
would be in connection with the action on 5550, that the reservation 
would be contained in H. R. 5550, so that there would be an enact- 
ment by Congress as a whole. 

The CHAIRMAN. But even then, such a reservation as far as we know 
up to now, would not be in conformity with the position taken by the 
Eisenhower administration? 

Mr. Parker. That is correct. 

The Cuarrman. All right. We thank you, Mr. Parker, for your 
appearance and the information given the committee. Mr. Curtis, of 
Missouri, will inquire. 

Mr. Curtis. Mr. Parker, I have just one line of questioning. I 
was interested in your statement that you would prefer or want to 
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see this a business organization rather than political. I was wondering 
whether of not by spelling out in this legislation, and formalizing, 
how the people will represent the United States on OTC, and I might 
also state on the delegation of negotiators to GATT that might be a 
technique for being sure that it was kept out of political areas and will 
stay in the confines of what we might term economics. Or to enlarge 
upon it by — this, that the State Department would not have the 
complete control of appointing the board of negotiators. I am not 
saying that they do have, if they do have. But it would be by spelling 
it out, at any rate, that we would know how these representatives 
of the United States will be selected and their composition and so 
forth. Do you think something along that line will be helpful to 
achieve the objective that you state? 

Mr. Parker. I do not go that far, Mr. Congressman. It seems to 
me that there you are, in effect, performing what is the function of 
the executive branch of the Government. You have delegated the 
authority here to the President. 

Mr. Curtis. That is the point. How have we delegated? You 
see, any time Congress delegates, you can delegate a blanket or you 
can delegate with guidelines. All I am asking is, do you think guide- 
lines in this particular delegation would be helpful to preserve this 
objective? 

Mr. Parker. I can conceive of circumstances under which it would 
be, but I have not gone that far in my thinking, although I have made 
my position perfectly clear to those to whom I should report in the 
administration with respect to my service in Geneva. 

Mr. Curtis. Thank you. 

The CuarrMAN. We thank you, Mr. Parker, for your appearance 
and the information you have given the committee. 

The next witness is Mrs. Oscar Ruebhausen. 

I understand that you have with you Mrs. Charles G. Benson, 
Mrs. F. W. Hopkins, Mrs. Donald P. Kennett, and Mrs. Homer W. 
Ohlhaver; is that correct? 

Mr. RuEBHAUSEN. Yes. 

The CuarrmMan. We appreciate your presence. You ladies, 
believe, are representing the League of Women Voters. 

Mrs. RuEBHAUSEN. Yes. 


The CuHarrMan. We are glad to have you. You may proceed with 
your statement. 


STATEMENT OF MRS. OSCAR M. RUEBHAUSEN, NEW YORK CITY, 
DIRECTOR, LEAGUE OF WOMEN VOTERS 


Mrs. RuesHausen. I am Mrs. Oscar M. Ruebhausen from New 
York City, a director of the League of Women Voters of the United 
States, an organization with 127,000 members in over 1,000 
communities. 

Having endorsed the trade agreements program and the General 
Agreement on Tariffs and Trade, the league feels that the next logical 
step is the establishment of the Organization for Trade Cooperation. 

om reasons for supporting the OTC seem compelling ones. 

The United States has recognized the necessity of military and 
politic al cooperation with other nations, but has lagged behind on 
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developing a sense of economic partnership. Yet the economic health 
of a country often determines its political stability and military 
strength. 

If the United States rejects the OTC, this act implies rejection 
of GATT and the policy of expanding world trade by reducing trade 
barriers. Repudiation of these ideas would be serious handicap to 
achieving the goals of peace and prosperity, which we all so earnestly 
desire. 

3. Establishment of the OTC would bring more efficiency into the 
operation of GATT. There is a real need for a permanent staff which 
would compile up-to-date figures on world trade among nations. 
Another advantage of the OTC would be a more expeditious handling 
of complaint procedures. Surely, the United States businessman who 
is being discriminated against would benefit by a speeding up of the 
settlement of complaints. 

4. Fewer trade restrictions will foster the United States goals of 
free enterprise. The erection of trade barriers means more Govern- 
ment control and regulation of the operations of private citizens. 
The general philosophy of our country is against this kind of inter- 
vention by Government except where necessary. 

The United States probably has more to gain from the estab- 
lishment of the OTC than any other country. Trade barriers are 
usually erected to protect a weak segment of the economy due to 
inconvertibility of currency, surplus production, or inability to com- 
pete with foreign competition. The United States has less need to 
protect itself than most other nations because of our strong and diver- 
sified economy. Consequently, it is to our interest to see that trade 
restrictions are kept to a minimum. 

It is obvious that all governments are going to erect some trade 
barriers against each other. With the OTC we have a chance to work 
in an orderly manner for fewer restrictions against trade. Without 
the OTC, trade can degenerate into economic warfare on a regional 
or country basis. Discrimination against the United States could be 
heavy. 

lor some time the League of Women Voters has felt that people 
of the United States have lacked knowledge about our stake in foreign 
trade. There has been slight awareness of the increasing United States 
dependence on imports of strategic raw materials. The vast potential 
market for United States sales abroad is just beginning to be appre- 
ciated. 

In order to gain understanding of these new developments in trade 
as well as to analyze present conditions, the League of Women Voters 
undertook surveys to determine the effects of foreign trade in local 
communities. Although they are not all completed, to date, trade 
surveys have been made in 41 States by 517 leagues. These surveys 
have stimulated so much interest and have such an important bearing 
on your decisions regarding the OTC that we have asked four local 
league leaders to tell you what they found after interviewing business 
leaders and farmers in important sections of our country. 

The CuarrMan. Does that complete your prepared statement? 

Mrs. RuespHausEN. Yes, Mr. Chairman. 

The CuHarrMan. Thank you for your appearance and the splendid 
information you have given the committee. 

Next, I believe, is to be Mrs. Charles G. Benson. 
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Mrs. RueBHAUSEN. Mrs. Kennett will be next. 
The CuarrMan. You may proceed. We appreciate your presence. 


STATEMENT OF MRS. DONALD P. KENNETT, DIRECTOR, LEAGUE 
OF WOMEN VOTERS, ST. LOUIS, MO. 


Mrs. Kennett. I am Mrs. Donald P. Kennett, a director of the 
League of Women Voters of St. Louis, Mo. I am glad to have the 
opportunity to appear here to testify in favor of United States participa- 
tion in OTC, and passage of H. R. 5550. The leagues of the St. 
Louis metropolitan area, with a membership of approximately 3,200, 
are convinced that the United States must develop a long range foreign 
trade policy; one serving not just the industries desiring protection, or 
the exporters looking for markets, but one in the interest of the Nation 
as a whole. 

In order to develop such a trade policy, it is first necessary to 
determine where the national interest really lies. The local leagues 
realized that a survey would not present a complete picture of the 
impact of foreign trade upon even a limited locale, since no area is a 
self-contained economic entity and conditions in the national economy 
inevitably affect the local situation. This seemed no reason why, at 
the community level, it would not be advantageous to know as much 
as possible about the impact of foreign trade. The survey which 
was completed last May in the St. Louis metropolitan area was a 
joint. project of the chamber of commerce of metropolitan St. Louis, 
and the Leagues of Women Voters, of Brentwood, Clayton, Ferguson, 
Kirkwood, St. Louis, University City, and Webster Groves in Missouri 
and Alton, Belleville, and Edwardsville in Illinois. It was under the 
supervision of Mr. Guy Freutel of the economics department of 
Washington University. 

The St. Louis metropolitan area includes the city of St. Louis, St. 
Louis and St. Charles Counties in Missouri and St. Clair and Madison 
Counties in Illinois. It is primarily a manufacturing center with a 
great diversity of industries represented. A preliminary questionnaire 
was sent to all known manufacturing firms in this area, a total of 
3,335 firms employing over 250,000 workers, essentially the same 
number as the total employed in manufacturing industries. 

Replies were received from 845 firms, or 26 percent of all firms 
contacted; 481 firms answered “Yes’’ to 1 or more of these 3 ques- 
= 

Are any of your products exported? 

2. Do you use any imported materials (either raw or semimanu- 
factured) ? 

3. Is the market for any of your products being adversely affected 
by imports? 

In most industry categories there were more firms answering who 
either export or import than those engaged only in domestic trade. 
Since it is known more firms engage solely in domestic trade than in 
export-import business, it is evident that a higher percentage of 
answers were received from those firms interested in international 
trade. This is to be expected, since firms having no foreign trade 
and needing no foreign materials would tend to disregard the 
questionnaire. 
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All 481 firms answering ‘“‘Yes’’ to 1 or more of the above questions, 
and 45 other firms employing over 100 people each and known to be 
involved in international trade, were personally contacted with a 
second questionnaire. Through checking available sources, it was 
determined that these 526 firms represented substantially all St. 
Louis firms engaged in foreign trade. 

The final results of the survey are based on tabulations of 276 
completed questionnaires. An additional 154 are excluded from the 
survey results because the actual amount of their foreign trade is 
negligible or they import or export only indirectly. The results of the 
completed survey on foreign trade and St. Louis show: 

1. Every major manufacturing industry in St. Louis contains some 
firms directly engaged in foreign trade. These firms range in size 
from the very smallest to the huge industrial giants. 

2. Firms employing over 35 percent of the total manufacturing 
employment in St. Louis in 1954 report that they are engaged in 
direct foreign trade. 

3. Forty-five percent of the survey firms entered foreign trade 
since 1945, although foreign commerce is not new to St. Louis. 

4. Reported direct exports from the St. Louis area in 1954 totaled 
approximately $57 million, and direct imports for the same year as 
reported totaled approximately $34 million. 

5. Eighty-eight firms mentioned the adverse effect of competitive 
imports on their domestic sales. The largest number of complaints 
concerned the import of fabricated metal products. The import of 
miscellaneous manufactures including jewelry, silverware, toys and 
sporting goods, office supplies, and plastic products also aroused 
considerable comment, as did the import of industrial synthetic 
organic chemicals. 

One of the most important functions served by this and other 
surveys conducted by the Leagues of Women Voters was an educa- 
tional one. Over 600 women participated directly in the St. Louis 
survey and through it became more aware of the importance of inter- 
national trade to their own economic well-being. Approximately 
5,500 woman-hours were sepent on the project. The impact upon the 
community of this many women and firms cooperating in such a survey 
should not be underestimated. 

Members of the League of Women Voters, on the basis of continued 
study of the subject, have long believed that United States trade 
policy suffers from lack of stability fully as much as it suffers from 
high tariffs on certain commodities. The St. Louis foreign trade 
survey shows that international trade has become increasingly impor- 
tant to the economic well being of this area. For these reasons the 
leagues of metropolitan St. Louis support measures they feel will 
contribute to the development of a stable, long-range trade policy. 
It is our considered belief that the participation in OTC by the United 
States is an important step in this direction. We therefore urge this 
committee to report out H. R. 5550 favorably, and do all it can to 
secure passage of the bill by the entire House. 

This concludes my testimony, but I would like to ask permission to 
file with the committee a copy of the survey, Foreign Trade and 
St. Louis, 

The CHarrMAN. Without objection it is so ordered. 

(The information referred to follows:) 
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FOREIGN TRADE AND ST. LOUIS, MAY 1955 



































4 SURVEY CONDUCTED BY THE LEAGUES OF WOMEN VOTERS AND THE 
OF COMMERCE OF METROPOLITAN ST. LOUIS, UNDER THE 
GUY FREUTEL OF WASHINGTON UNIVERSITY 


CHAMBER 
SUPERVISION OF MR, 








(Compiled and written by Mrs. Donald P, Kennett, chairman, trade survey, 
St. Louis League of Women Voters; Mrs. H. G. Clarenbach, Ferguson League 
of Women Voters; Mrs. E. C. Roberts. Webster Groves League of Women 
Voters: Mrs. Richard S. Waite, St. Louis League of Women Voters.) 


FOREIGN TRADE AND THE St. Louris Merropouiran AREA, May 1955 


This survey on the effect of foreign trade on the St. Louis metropolitan area 
was undertaken as a joint project of the chamber of commerce of metropolitan 
St. Louis and the Leagues of Women Voters of Brentwood, Clayton, Ferguson, 
Kirkwood, St. Louis, University City, and Webster Groves, in Missouri; and 
with the cooperation of the leagues of Alton, Belleville, and Edwardsville, in 
Illinois. It is one of numerous surveys on foreign trade being made by Leagues 
of Women Voters throughout the United States in accordance with a general 
plan formulated by the national board fol!owing the national convention in 1954. 

Surveys or studies of foreign trade effects in particular cities, counties, and 
other political subdivisions have been made in increasing numbers during recent 
months. ‘This reflects the increased attention in the l nited States to our foreign 
trade policy. Various individuals and groups throughout the country have be- 
come convinced that the United States must develop a long range foreign trade 
policy, one which serves not just the industries desiring protection, or the exporters 
looking for markets, but one which will be in th* interest of the Nation as a 
whole, In order to develop such a trade policy, it is first necessary to find out 
where the national interest really lies. Both the broad generalizations of the 
“free traders” and the necessarily confined interests of the “‘protectionists’’? need 
to be placed in proper perspective. Such perspective must necessarily admit 
of the heterogeneity of interest of the citizenry even at the level of the local 
community. It is toward a clearer perception of the nature of this local interest 
in foreign trade that community surveys may make some contribution, 

There have been criticisms of some of the surveys already made because they 
do not present a complete picture of the impact of foreign trade upon a given 
locale. These areas are not self-contained economic entities and conditions in 
the national economy inevitably affect the local situation. But even though the 
economy of all parts of the country is tied together and any effects on one section 
of the country would be felt everywhere in greater or lesser degree, this is no 
reason why, at the community level, we should not know as much 
in conerete terms about foreign trade. 

Therefore this, as most local surveys, is limited to the immediate or initial 
impact of foreign trade on the St. Louis metropolitan area. A thorough study 
of the effects of foreign trade on the area, including multiple indirect effects, is 
beyond the limitations of time and personnel available. The main emphasis is 
on manufacturing firms and their employees, since St. Louis is primarily a manu- 
facturing center. Some attempt has been made in this introduction to cover 
agriculture, mining, ete., briefly, to indicate their relative importance. 

The St. Louis metropolitan area, as referred to in the survey, includes the 
city of St. Louis, St. Louis and St. Charles Counties in Missouri, and St. Clair 
and Madison Counties in Iilinois. This geographic area was chosen, rather than 
congressional districts or States, because it is an economic unit, which cannot be 
divided, and on which some statistics are available for use in evaluating the 
Ssurvev. 


as possible 


I. THE 8ST. LOUIS METROPOLITAN 
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The population of the St. Louis metropolitan area on January 1, 1954, 
estimated at 1,805,000 by the metropolitan census committee of the St. 
chapter of the American Statistical Association, as follows: 


was 
Louis 


St. Louis City 868. 000 


St. Louis County 181, OOO 
St. Charles County ee ee Ree ee Ss a allele adi 32, 000 
St. Clair County (Ill. wee sabia a 222, 000 


Madison County (IIl.) areca ; 199, OOO 


By July 1954, the estimated total was 1,831,300. 
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The St. Louis Metropolitan area is the largest metropolitan area in Missouri, 
and ranks ninth in the United States. There is no other metropolitan area of 
equal or greater size within a radius of 250 miles. The two Illinois counties are 
on the east side of the Mississippi River, whereas the Missouri section is west of 
the Mississippi. St. Louis City and St. Louis County are south of the Missouri 
River, (St. Louis City is not a part of St. Louis County.) St. Charles County 
is north of the Missouri, and half of it is a narrow section between the Missouri 
on the south and the Mississippi on the north. 

Besides the city of St. Louis, the other major municipalities which fall within 
the metropolitan area include: in Missouri, Brentwood, Clayton, Creve Coeur 
Ferguson, Kirkwood, Manchester, Florissant, Richmond Heights, St. Charles, 
University City, Valley Park and Webster Groves; in Illinois, Alton, Belleville, 
Collinsville, East St. Louis, Edwardsville, Granite City and New Stockyards. 

The St. Louis metropolitan area had a total civilian labor force of approxi- 
mately 844,700 in 1954. Employment in the same year averaged 798,400. 


TaBLeE 1.—Employment in the St. Iouis Metropolitan area, by industry, Novem- 
he r 19 5 4 
r, 1954 


[See Chart No. 1] 
Employment (total) - . 783, 200 
A. Nonagricultural wage and salary workers, except domesties_..-.... 699, 500 


1. Total Manufacturing----~----- Soa 600 


Ordnance__- di ; ‘ 700 
Food and kindred products - - - re 4, 100 
Textiles and apparel _ - -- eihte 900 
Lumber and wood. -.-...-----~-- 

Paper products__ 8, 600 
Printing and publishing 12, 500 
Chemicals _ - Saeco 4k 20, 400 
Petroleum and coal products-- - 8, 000 
Leather products - ~~ -- ; 13, 700 
Stone, clay, glass ; 8, 900 
Primary metals_-_-_.--~- -- 21, 000 
UN TINNEOAAES COMI co Skis en sisiamisestinstet etiuon isk imide sented ataleai ame aee 19, 600 
Nonelectrical machinery ‘ 19, 200 
Electrical machinery _- 16, 900 
Transportation equipment 28, 800 
All other manufacturing 12, 900 


2 Nonmanufacturing (total) 439, 900 


Mining 2, 900 
Construction 45, 800 
Transportation 47, 100 
Public utilities 17, 900 

157, 100 
Services 98, 800 
Finance, insurance, 32, 700 
Government , 900 
All other 700 


B. All other Nonagricultural employment 72, 000 
C. Agricultural 11, 760 


Source: St. Louis Metropolitan Area Labor Market Report, November 1954, Division of Employ: 
Security, Department of Labor and Industrial Relations, Missouri State Employment Service 
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TABLE 2.—Percent distribution of total manufacturing payrolls in St. Louis and in 
the United States by industries, 1951 


[See chart No. 2] 


| 


Industry United 


Maas St. Louis 
} States t. Lout 


Percent Percent 
Ordnance 0.4 

} 

| 


Food and kindred products 
Textiles and apparel 
Lumber and wood 
Furniture and fixture 

Paper products 

Printing and publishing 
Chemicals 

Petroleum and wood products 


8.3 
0 





Stone, cla 

Primary : 

Fabrica m 

Nonelectric 

Electrical machinery 5. § 

Transp rtiat eq yment 10 6 
thers, includ ’ «0, professional and scientifie equipment, etc 6.7 


supplied by the Bureau of Old Age and Survivors Insurance, U.S. Federal 
Security A y 
Manufacturing payrolls represent approximately 50 percent of total payrolls in the St. Louis area covered 
by B. O. A. S. nd the manufacturing industries provide approximately one-third of all employment 
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CHART 2 


PERCENT DISTRIBUTION OF TOTAL MANUFACTURING PAYROLLS 
IN ST. LOUIS AND THE UNITED STATES, 1951 
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Ordnance 
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Textiles & Apparel 


Wj 
; Furniture & Fixtures j | 


| Paper Products 
' 
' 
! NE 
Nie — 
| Printing & Publishing Nit, ite 440 st, 
Chemicals 
Petroleun & Wood Products |77/AZ 
Leather Products rz Mi We 
pe | 
Stone, Clay, Glass YIN} 
eh eae | | 
Primary Metals ANAT 
Fabricated Metals 
Non-Zlectrical Machine 
| Electrical Machinery 
Transportation Equipment 


All others 


Source: See Table #2, page 
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II. THE PORT OF ST. LOUIS 


The Port of St. Louis was established in June 1923, though there are records 
of imports unloading here for overacentury. Asa Headquarters Port for Customs 
Collection District No. 45, the area covers all of the State of Illinois south of 39° 
north latitude (north of Alton), and all of Missouri, Oklahoma, and Kansas. 
Zine smelters at Amarillo and Dumas, Tex., and Fort Smith, Ark., are also 
handled by this district. The boundaries of the port are those of the cities of 
St. Louis and East St. Louis; subports exist at Kansas City and St. Joseph, Mo. 

The Federal building in St. Louis houses the two warehouses, the appraisers 
store, and the customs office. Because this is an inland port, it has a smaller 
volume of imports than the coastal ports and virtually no exports. Following 
are figures from representative customs districts selected from the total of 50. 


TABLE 13.—Exzports, imports, and duties collected, selected customs districts 


(Thousands of dollars] 


| 
Exports, domestic and foreign Imports for consumption | Duties* 


Customs district oe aeienhe 


| 
ae sf 
1950 | 1951 1952 1950 | 1951 1952 1953 
| Sete 


i 
| | 


Ss agiedetoerbacens 10, 275, 043 115, 032, 379 15, 191, 335 8, 743, 082 |10, 817, 341 |10, 747, 497 | 829, 533 


New York : () | 4,290, 801 | 3,790, 753 | 3,380,369 | 3,988, 568 | 4,185, 741 | 334, 698 
Massachusetts. .........-- (1) | 77, 592 | 58, 547 586, 066 880,400 | 578,263 70, 898 
San Francisco- Se ) 375, 625 400, 601 269, 792 333, 559 320, 280 | 223, 232 
New Orleans. eal (‘) 1, 117, 169 947,814 509, 640 695, 385 653, 727 22, 273 
Chicago. bs 51, 431 | 53, 663 44, 959 97, 481 124, 969 137, 457 29, 182 
Duluth & Superior-_-_-- 70, 703 | 72, 874 73, 734 94, 396 126, 795 138, 790 | 
Colorado vail 9 1 0 3, 297 3, 308 3, 078 

St. Louis__- 1 8 25 24, 409 32, 204 37, 336 

St. Louis rank in 50 ports___| 30th 47th 47th 33rd 3ist 30th 


1 Not listed. 
* Duties collected for 1953 include import duties and internal revenue taxes. 


8 >urce: Statistical abstract of United States, 1954, 75th anniversary edition, U. S. Department of Com- 
merce, Bureau of Census, p. 930, No. 1099. 


The diversity of imports handled by the Port of St. Louis is wide and interesting. 
Of course much of the imported material destined for St. Louis enters through 
other ports, and there is no determination of ultimate destination of the materials 
processed through this customs office. Still the following list of imports in this 
Distriet for the six month period ending November 30, 1954, is informative: 


TABLE 4.—Foreign imports handled by port of St. Louis, six month period ending 
Nov. 80, 1954. 


} 
Merchandise Quantity | Value From Carrier 


Anchovies, Herring, | 147,000 ]bs $32, 200 
Sardines, etc. | 

Hides 1,020,000 pes_.-_-..- 400, 000 

Leather ____._-- ..| 20,000 sq. ft 

Chamois skins_- 20,000 dozens 


Portugal, Norway, Ger- | Barge and rail. 
many. 

New Zealand_._______- we) Mail. 

Sweden, France, Canada Mail. 

Sweden, United’ Kingdom,| Mail and rail. 
Netherlands, France. 

United Kingdom 

Germany, Panama, Guate-| Rail and mail. 
et italy, United King- 


ze 


ree EE EEE 


5; 


Shoes... eee re cehccatash 
Leather articles. 


a8 


S222 22553 $F & 


Cod liver oil | 14,500 gals 
Sponges... --.-- } SOC Mlwvewwsanuuse 
*Tomatoes. --.--.--- 23,000 Ibs 
Gareee a 8s... s es ..| 262,300 gals 
Olive oil__-_- 111,000 Ibs__...._- 
Alcoholic beverages..| 137,000 gals__..._- 
Dottes:....-...-. RR ee. -...--- 
Rubber Tubing . 
Opium, crude 110,000 Ibs. - 
Tara_. .....-| 550,000 Ibs 
Nutgalls. ..- , 46,000Tbs eset 


Rail. 
France, Austria | Rail. 
Mexico.. a net >? 
S Barge and rail. 
-| Rail. 
United Kingdom, F rance, | T ruck and rail. 
Italy. 
Canada. 
Turkey, India_- 


28-58 


J 


e013 
SEF S 








— 
— 
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TABLE 4.—Foreign imports handled by port of St. Louis, six month period ending 
fam 30, 1064—~Coutinned 


Merchandise 


Burlap 
*Hops......-- 


Came ooo. cl sed 
Linens. ..-.. 


Straw Braids. oe 
Straw Hats__. ae 


Waterproof cloth... 
Plywood _- 


| 
|10,000 sq. yds... 


Quantity 


| 37,000 pces.... 


70,000 yds 
7,000 Ibs 


| 516,000 Ibs__- 


57,000 Ibs_- 
74,000 Ibs 


36,500 Ibs 


"2,170,000 yds... 


| 4,400,000 pes_- -- 


125,156 sq. ft__- 


Rattan and bamboo |... __- 


articles. 
Manufactures of wood 
furniture. 
Glass.... 
Glassware. 
Chinaware 


Earthenware. 


po ee 


Cutlery, tools, ete_- 


Lead Concentrates _ _- 


Zine Concentrates. --| 


Barytes -- 
Metal manufactures__ 
Jewelry. és 


Metal articles. 


Electric switches-___. 
Machinery.--.-...--- 


Sealskins !_____ 
Optical instruments... 


Surgical instruments _| 


ve instruments. 
Toys eae 
Paintin gs 


Shotguns, pistols. 
Miscellaneous items__. 





| 596 Ibs__. 


3,000 carats 


58,000 pes._...--- 


| 14,000 gross. _---.-- 


21,000,000 Ibs. ___- 


213,000,000 Ibs_ - _- 


248 Ig. tons. _..---- 


118,600 pes 
10,000 pes - 


Value 


$7, 100 
7, 500 
$3, 400 


1, 000, 000 


164, 090 
37, 000 


172, 000 


12, 000 | 
12, 000 | 
394, 000 | 


12.500 
5, 700 

, 000 
38, 000 


9, 000 


40, 000 | 
57, 000 | 
51, 000 | 
28, 000 | 


548, 000 


36, 000 
6, 000 
20, 000 


, 175, 000 | 


2, 200 | 


$55, 000 


30, 000 | 
32, 000 | 
40, 000 | 


500, 000 


10, 000 | 
103, 000 | 


86, 000 


27,000 | 
42,000 | 


104, 000 


26, 000 | 
125, 000 | 


24, 000 


500, 000 


From 


Cuba 

India 

Germany 

Canada, Netherlands 


United Kingda: ym, Fre ince _- 


United Kingdom, France, 
Belgium, Norway, Eire. 

(Same as above). 

Italy, Belgium. 

Mexico, Central America 

Mexico, Japan, Indonesia, 
Ww est Indies. 


Ji span 
Japan, France, Ttaly, 
gium. 


(Same as above) - -- 


Germany an 

Japan, Italy, Switzerland, 
France, United Kingdom. 

Italy, France, United 
Kingdom, Japan, Spain. 

— United Kingdom, 
taly, France. 

United Kingdom 

Netherlands, Belgium, Is- 
rael, So. Africa. 

Sweden Germany, U. K 

United Kingdom.’ ot, 

Sweden, Japan, Mexico, 
U.K, 

Central America, Peru. 
Mexico, Canada, Aus- 
tralia. 

Canada, 
Chile. 

Mexico___. 


Mexico, Peru, 


Germany, U. 
Austria, Mexico. 

Germany, United King- 
dom. 

Germany 9 

Germany, Italy, U. K 

United Kingdom 

South Africa 


Italy, 


Germany, Japan, Switzer- | 


land. 
Germany. 


France, Switzerland, Italy - 


Switzerland, Germany - 

Germany, Japan, U. K_. 

U. K., France, Switzer- 
land, Belgium, Italy. 


U.K,, ‘Canada, Bermuda__| 


Belgium 


Europe, Canada, Mexico, 
Central America, South | 


America, Japan, Belgian 
Congo. 


Bel- | 





Rail. 
Rail. 
Rail. 
Railand mail. 
Rail and mail. 
Rail and mail. 


Rail and mail. 
Rail and mail. 


| Rail. 


Barge, rail and truck. 


Truck 
Rail. 
tail and mail. 


Rail. 


Rail. 
Rai! and mail 


Rail. 


| Rail. 


Mail. 


| Rail and mail. 


Rail, 


Rail. 


Rail. 


: | Rail. 
Canada, Germany, France_| 


Rail, mail, truck. 
Mail and rail. 


Rail, mail, truck. 


Rail. 
Rail, truck. 


: | Rail. 


Rail. 
Rail, mail. 


Mail. 
Rail, mail. 
Mail. 
Mail, rail. 
Mail, Rail. 


Mail, Rail. 
Rail. 
Mail, rail, truck. 


1 Indicates merchandise brought in on a seasonal basis and the figure would not be an accurate sample. 
Source: Miss Cleta M. Smith, Collector of Customs, Port of St. Louis. 


At present the Port of St. Louis does not include Lambert Field (airport) and 


no records of exports or imports by air are available. 


In an effort to determine the 


volume of foreign air freight at Lambert Field, 12 airlines known to carry air 
freight and believed to be engaged in international trade were contacted. Six of 
these 12 responded. One did no foreign business; four said their overseas cargo 
is a very small part of their freight shipment—mainly samples—and one said this 
information is not available. 
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Only national figures relating freight revenues to total air income are available. 
These come from the Civil Aeronautics Administration for 1953: 











Domestic |International 

airlines carriers 
po ee eee ee ey $937, 482, 000 $337, 711, 000 
PO NB nce nos do Oe e beds pe ois; ane 803, 869, 000 232, 867, 000 


Freight revenue____.__- cbt ils. ccdtccinéckdidedwsmdenelnteaetinewee 47, 791, 000 27, 385, 000 





It should not be inferred that international carriers haul only overseas cargo, nor 
nor that domestic airlines do not carry foreign goods after they have been brought 
to this country. Since the total air freight revenue is comparatively small, it 
would seem to indicate that the volume of import-export carried on by the 
airlines is as yet insignificant, both locally and in the United States. 

Some effort was made to ascertain the proportion of freight attributable to 
foreign trade coming into or going out of St. Louis. 


Railroads 


Six major railroad lines were contacted. Estimates of the percentage of total 
freight revenue attributable to imports and exports range from 1.7 percent on 1 
line to 10 percent on another. One road reports an increase in import-export 
= from,_2,000 cars in 1951 to 12,000 cars in 1954 between St. Louis and the 

ulf. 


Trucks 


A check with a number of trucking companies with terminals on the Gulf shows 
that they carry small amounts of exports—averaging 1 percent to 2 percent, with 
5 percent the maximum. By way of contrast, several companies estimated that 
about 25 percent to 30 percent of their incoming (or northbound) freight consists 
of imported products. 


Barge lines 


Percentage information on foreign trade versus total freight is not available. 
It was determined that approximately 15,000 tons of imported coffee come in 
by barge each year. Over 300,000 tons of wheat and 500,000 tons of other grain 
are shipped from St. Louis, with some of this destined for export. A large number 
of automobiles are shipped from St. Louis by water, and approximately 1 of every 
109 is for export. 

The new wharf at Granite City may increase the amount of foreign trade in the 
Metropolitan area. Shipments from the partially finished dock have already 
been made to Venezuela, Puerto Rico, and Holland. It will be finished (some- 
what ahead of schedule) about May 15, and will have complete facilities for inter- 
change of commodities between truck, rail, and barge. Some idea of its size 
can be gathered from the fact that it can handle 6 barges simultaneously and 
each barge has a capacity equivalent to 50 railroad cars. Facilities include 2 
service tracks at the edge of the wharf; additional storage tracks for 75 railroad 
cirs; one 50-ton railroad crane; two 30-ton mobile cranes; 14,000 square feet of 
temporary warehousing. 


III. NONMANUFACTURING INDUSTRIES IN THE ST, LOUIS METROPOLITAN AREA 


In analyzing the primary effects of foreign trade on any area, the economic 
makeup of that region must be the first consideration. The St. Louis Metro- 
politan area is mainly a manufacturing center. The manufacturing firms pro- 
duce most of the goods that are exported; utilize in the process of production 
most of the raw or semifinished materials that are imported; and are most affected 
by import competition. 

However, other sectors of the economy are also concerned to a lesser extent 
with foreign trade. Some indication of the magnitude of the influence of im- 
ports and exports on mining, agriculture, wholesale and retail trade, engineering 
and construction may be gained from the following information on nonmanufac- 
turing industries. These data tend to indicate the stake of the whole community 
in world trade. 
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a, Mining 


About 2,900 people are employed in mining in Metropolitan St. Louis, prinei- 
pally in the mining of coal, sand, limestone, clay, gravel, and oil. In addition 
there are smelting and refining plants for zinc and lead, and the home office for 
several fluorspar mines is here. Each mining division has its own interests and 
problems in the foreign trade picture. 


1. Coal 


“The Industrial Report on St. Louis,’ published by the Industrial Bureau of 
the Chamber of Commerce of Metropolitan St. Louis, 1954, has this to say about 
coal resources of the St. Louis Industrial District: 

“The extensive Illinois, Indiana, and Western Kentucky coal fields have their 
western boundary in the St. Louis Metropolitan area. These beds cover an area 
about 450 miles long and 200 miles wide extending from northern Illinois across 
the State to the northwestern corner of Kentucky and across Illinois from east 
to west into Indiana. The coal reserves, in beds 3 feet or more in thickness, are 
estimated at 200 billion tons. 

“This coal is mined both by stripping and shaft mining in and near the St. 
Louis area from which about 80 percent of the coal used in St. Louis is supplied. 
Coal production from the Illinois fields is approximately 12 percent of the total 
national bituminous coal production. The capacity of the mines now in opera- 
tion is over 75 million tons per year. 

‘‘Most of the reserves in Illinois are in two beds, one of which underlies the 
larger part of the southern half of the State and the other in the central portion 
extending into Indiana. In many areas both beds exist. The Seminole Mine, 
operated by a St. Louis firm, is in St. Clair County and employs 200 miners.” 

Local coal operators feel very strongly that the bituminous industry is threatened 
by the import of oil, particularly from Venezuela, 


2. Oil 


Petroleum and petroleum products have long been important commodities in 
both the export and the import trade of the United States. While the local coal 
industry opposes the import of oil, especially from Venezuela, on the grounds that 
its own industry is thereby injured, 8 of the 9 local oil companies interviewed, 
including producers of crude oil, refiners and distributors, expressed little or no 
fear of competition from foreign imports. Of these loeal oil companies, only 
one exports at all and none uses imported machinery or owns foreign oil interests. 

One St. Louis producer of crude oil, a member of the Independent Petroleum 
Association of America, holds with that Association that the proposal to restrict 
oil imports to 10 percent of domestic production is necessary. Any greater 
imports would, he believes, not simply supplement domestic supply but would 
be harmfully competitive. He contends that because of world tensions we must 
protect our home oil industry; that it would be a needless disaster for the United 
States to become dependent on outside sources of oil. 

t is not the purpose, nor is it within the scope of this survey, to examine this 
subject fully. It probably should be pointed out that the oil industry nationally 
also is divided in its stand on the need for oil import quotas and/or tariffs. 
Domestic oil companies, particularly those with substantial foreign properties 
who depend on United States markets, maintain that foreign oil is necessary here 
and not harmful to the domestic industry. Both they and the Venezuelan 
Chamber of Commerce cite evidence to show that technological changes in oil 
consuming industries, transportation, and home heating, rather than the import 
of oil, have resulted in the relative decline of coal as a source of energy. 

In the March 30, 1955, Congressional Record, Representative Frank Smith of 
Mississippi said: ‘‘Coal miners are told that the serious decline in the market for 
coal is due to imports of residual fuel oil from Venezuela. Now no one will deny 
that the coal industry is in a distressed condition. From 1947 to 1953 it lost 
markets for 155 million tons of coal. But during those same years the increase 
in use of residual fuel oil was equivalent to only 11 million tons of coal. So the 
coal industry must look elsewhere for reasons for the loss of markets for at least 
144 million tons of coal. During this same period, coal exports declined by 35 
million tons.” 

Oil companies opposing quotas on Venezuelan oil point out that the post-war 
period has witnessed a tremendous growth in the multilateral trade of both the 
United States and Venezuela. Trade between the two countries also has mul- 
tiplied twelve times, and both countries have enjoyed unparalleled domestic 
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prosperity. The petroleum industry accounts for over 90 percent of all Venezuelan 
exports and 95 percent of foreign exchange receipts. The United States purchases 
about 38 percent of total Venezuelan oil exports, as well as nearly all the iron 
ore output and varying amounts of coffee and cocoa. 


3. Fluorspar 


America’s largest producer of ceramic-grade fluorspar is a St. Louis firm which 
operates several mines and mills in nearby Illinois. Fluorspar is an essential 
ingredient in several basic industries; the metallurgical grade is used in steel, the 
ceramic grade in glass and enamel, and acid grade in production of hydrofluoric 
acid, and used among other purposes in aluminum. here are several centers of 
fluorspar mining in this country, and the locally-owned Illinois-Kentucky area is 
one of the most important. 

United States imports of acid grade fluorspar (206,000 short tons) were 25 
percent greater than the domestic output (165,000 tons) in 1953. Imports come 
37 percent from Mexico, 23 percent from Italy, 16 percent from Spain, 15 percent 
from Germany, and 9 percent from Newfoundland. Three-fourths of our imports 
of the non-acid grade come from Mexico, which has high grade surface deposits 
in abundance and is the most competitive with United States production. The 
high quality of the Mexican mineral reduces both mining and milling operation 
and costs. In the past several years the imports from Mexico have been a source 
of such concern to the domestic producers of fluorspar that they have appealed 
to the Tariff Commission for relief; the case is still pending. 

The tariff on fluorspar is established at $7.50 per short ton or $8.40 per ton. 
Under a GATT concession, this was reduced on high grade fluorspar to $1.87, 
with the other grades remaining under the higher tariff. According to local 
spokesmen for the industry, American users of fluorspar have increased their 
imports of the high grade fluorspar to satisfy their industrial needs. The im- 

orted fluorspar is mixed with low grade domestic fluorspar before it is used. 
ndustry spokesmen contend this arrangement has resulted in the closing of 
many domestic mines and mills, 

One industry spokesman, in response to the preliminary survey questionnaire, 
sent a letter, part of which is quoted below; (entire letter on file in St. Louis League 
of Women Voters headquarters)— 

“The Eldorado (Illinois) area produces over 50 percent of the fluorspar (natural 
calcium fluoride mineral) in the United States, and it is deemed as one of the 31 
critical minerals by the AEC. It is also an important producer of zine, coal, and 
petroleum. All of these items are suffering from lack of an adequate protective 
tariff, particularly fluorspar. Over 67 percent of the fluorspar consumed in the 
United States in 1954 was imported, most of it at a tariff that amounted to only 
5 percent of value. It resulted in closure of 60 percent of domestic Illinois and 
Kentucky mines, and those areas are now suffering severly from unemployment, 
in spite of new highs in consumption of fluorspar by United States Industries.” 


4. Lead 


According to the 1954 Statistical Abstract of the United States, Missouri is 
the leading lead mining state in this country. In 1952 Missouri produced 129,245 
short tons of lead, or about 4% of the United States total. Most of this was 
mined in St. Francois County, Washington, and Jefferson Counties, all of which 
are outside the geographic scope of this survey. Lead smelters are in Hereu- 
Janeum, Mo., and Alton, IIl., the latter in the St. Louis Metropolitan area. Large 
imports of lead concentrates come into the Port of St. Louis from Central America, 
Peru, Mexico, Canada and Australia. These amounted last vear to 21 million 
pounds worth $2,175,000. 


5. Zine 


No zine is mined in the Metropolitan area, but local zine interests own mines 
elsewhere in the United States and have plants at Fairmont City and Monsanto, 
Ill., where zinc ores are roasted and reduced to metal, and sulphuric acid is 
manufactured. The Monsanto, Ill., plant employs about 300 workers and the 
nonsmelting operations at Fairmont City about 350 at present. The smelter at 
Fairmont City was closed in November 1953, putting 420 employees out of work. 
These men are still unemployed or have found employment in other fields. 
Industry spokesmen attribute this shutdown to increased imports. 

According to St. Louis industry representatives, the domestic industry has been 
seriously injured by imports. Before the Korean War, the United States imported 
about one-third of its zine requirements, mainly from Canada and Mexico. 
During this war a ceiling price of 19% cents a pound was set for prime western 
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grade metal, so that much of the foreign metal was diverted to Europe for a higher 
price. Beginning in mid-1952, however, imports from all parts of the world 
poured into the United States, forcing the price down to 9% cents, a reduction of 
more than 52 percent between June 2, 1952, and February 15, 1954. This forced 
many United States mines to close down. Domestic zine output for 1954 was 
only about 465,000 tons of recoverable metal, the lowest since 1934. 

In 1930 the tariff rate was 2% cents a pound on slab zine and 1% cents a pound 
on zinc contained in ores, when the average price on prime western slab zine at 
East St. Louis was 5.52 cents per pound. The tariff has since been reduced 
through successive trade agreements and during World War II and in early 1952 
was temporarily suspended. It is now 0.7 cent a pound on slab zinc and 0.6 cent 
a pound on the metal content of ores. On an ad valorem basis, the present duty 
on slab zinc is about 6 percent compared with nearly 32 percent in 1930. 

Representatives of the local industry maintain that oversupply, resulting from 
imports, was responsible for the sharp price decline and consequent plight of the 
domestic industry. They do not believe that reduced consumption during and 
after the 2-month steel strike in the summer of 1952 was responsible. 

The United States Tariff Commission made a thorough investigation under the 
escape clause provision of the Trade Agreements Act, and in April 1954 recom- 
mended to the President an increase in the tariff rate of 50 percent over 1945, to 
2.1 cents a pound for slab zinc. President Eisenhower rejected this reeommenda- 
tion in August 1954, saying he doubted that increasing the tariff would result in 
a substantial domestic price increase or in the reopening of mines. He feared 
such action might depress zine prices in other countries and have adverse conse- 
quences on our relations with them. But since zinc is a necessity for defense, he 
ordered the resumption of stockpiling, which has resulted in a temporary rise of 
the price of slab zinc from 9% cents to 11.5 cents a pound. The industry considers 
this too low to justify reopening any appreciable number of closed mines. 

United States imports of zine for the years 1951-54 were (in tons): 


605, 520 
448, 699 | 
115, 151 | 


Source: American Bureau of Metal Statistics, February 17, 1955. 


Two hundred and thirteen thousand tons of zine concentrates cleared through 
the port of St. Louis customs district in 1954, a big fraction of the 448,624 tons 
for the entire Nation. These imports come from Canada, Mexico, Peru, and 
Chile. About 75,000 tons were reduced to metal in this metropolitan area, at 
Monsanto, Ill. The rest was sent direct to smelters located elsewhere. 

Exports of zine are not high. Under the Marshall plan and ECA, exports of 
the metal were considerably higher than now; today the United Kingdom is our 

rimary export market, with 7 South American countries, 7 in Europe, Israel, 
orea, and India receiving small shipments. 


United States exports of zinc in tons 


1963 1954 
Ore concentrates $2, 953 None 


Slabs, block, etc 17,859 $24, 994 
20, 812 24, 994 
Source: American Bureau of Metal Statistics, Feb. 17, 1955. 


6. Copper 


While no copper is mined in this area, one St. Louis sales firm interviewed 
exports fabricated copper articles to South America. In the past, this company 
has exported copper cables to Mexico and on one occasion provided parts for an 
underground power system in Mexico City. Recently Mexico City has been 
importing for its power projects from England, France, Germany, and Italy. 
While the St. Louis firm believes these European products are inferior in quality 
to the American, they do meet the Mexican specifications and cost less than the 
American products. 
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The St. Louis*firm handles products made in part of imported ingot copper 
which supplements the American supply. Some ingot copper was formerly 
imported from the Chilean properties owned by Anaconda Copper, but at present 
it is not available to the United States for reasons of price. Domestic ingot copper 
now sells at 33 cent per pound; Chilean copper would be 37.5 cents per pound to 
American buyers. But because West Europeans are willing to pay 42 cents for 
Chile’s copper, all shipments are presently sent to West Europe. 

There is now a tariff on copper, but because the domestic demand for copper 
has been so great since 1940, that tariff is suspended. It can, of course, be re- 
applied at any time the demand falls and the domestic producers are threatened. 
During 1948 and 1949, resumption of the tariff was considered, but with the out- 
break of the Korean war such consideration was dropped. 

This St. Louis sales firm believes that in light of the vast wage differential here 
and abroad, an available tariff is a necessary safeguard for the American copper 
mines located in Utah, Michigan, Montana, New Mexico, and Arizona. 


7. Sand 


While it is not an important part of the import-export picture, mention of the 
sand industry does round out the loca] mining picture, particularly since local 
sand is used in the manufacture of glass. The Post. Dispatch, March 20, 1955, 
said: 

“Enough sand to make a good-sized play pile for every child in the United 
States is taken annually from the Mississippi, Missouri, and Meramec Rivers in 
the St. Louis area * * *, Almost all of the 5 million tons removed from the 
rivers here each year are used in construction, most of it locally. Production and 
distribution of the material is a highly mechanized business that grosses several 
million dollars annually. 

“Most of the sand is produced by dredging, a relatively simple operation in which 
it is pumped from the riverbeds in enormous quantities * * *. More than 2 mil- 
lion tons of sand are taken each year from the Mississippi by 3 dredging com- 
panies; almost a million tons are removed from the Missouri by 1 company 
that dredges near St. Charles; and about 2 million tons come from the Meramec, 
where 7 sand companies operate.”’ 


B. Engineering and construction 


Five engineering and construction companies, thought to be doing work abroad, 
were contacted, of whom 3 said they are engaged in foreign work at the 
present time and the other 2 said they are planning expansion into that field. 
Within the past 12 vears, 1 St. Louis firm of engineers has designed a variety 
of projects in numerous foreign countries, including Saudi Arabia, Kuwait, 
Australia, Venezuela, Hawaii, Thailand, and Lebanon. Projects include cargo 
piers, oil production and transportation facilities, a machine shop for an oil com- 
pany, airfields, bomb shelters, and highways. 

Within the past 3 years another company has designed bank buildings in Mexico, 
Honduras, Eequador, and Cuba, and is now planning one in Peru. This company 
plans to extend its foreign operations to include building construction. 

From 1941 through 1953, 1 company constructed 11 packing plants in Mexico 
Bolivia, Dominican Republic, and Turkey, handling them from the drawing board 
through the construction, installation of equipment, and, in some cases, the 
staffing of the plant. 

An interesting related export is the sale of used construction and farm machinery. 
One St. Louis firm sells over a million dollars’ worth a year to European and South 
American countries and to Japan, handling the sales and shipping most of the 
equipment from here. 


C. Wholesale and retail trade 

While it is not possible in this survey to give even a partial picture of the amount 
of imported goods involved in retail trade in St. Louis, it was felt that some indica- 
tion of the kind of imported goods sold in our retail stores would be of interest. 
There are three large department stores in St. Louis, and all sell imported goods 
purchased from independent importers as well as domestic products made of 
imported materials. There is no way to estimate the quantity of such purchases. 
In addition, eacn buys imports which are purchased diiectly from foreign manu- 
facturers. 

One of these department stores, which sends buyers abroad for all direct pur- 
chasing, noted the retail value of 1954 orders placed directly abroad by general 
S. I. C. classification numbers as follows: 
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Number: 
20—Food , 
22—-Textile mill products_-_-_ ._---- 
23—Apparel and related products_- 
24—-W ood products 
25—Furniture and fixtures_ 
31—Leather products _ ---- 
32—Stone, clay and glass products_- 
34—-Fabrieated metal products 
38—Instruments and related products__-- 
39— Miscellaneous products_--..-------- 


These purchases included such items as: 
From Belgium: 
Sisal rugs 
Cotton, ravon damask and lace cloths and mats 
Tapestry 
From England: 
Boys’, ladies’ and men’s sweaters 
Boys’ and men’s wool robes 
Cashmere scarves 
Men’s cotton pajamas 
Men’s silk ties 
Hide shoe shine kits and attache cases 
Lavender water and soaps 
Toilet brushes 
Sheffield steak knife sets 
Tennis balls 
Hard candies 
From France: 
Chess sets 
Jewelry 
From Greece: Ladies’ gloves. 
From Germany: 
Pruning and hedge shears, hair clippers and miscellaneous scissors 
Bathing caps 
Petit point items 
Mesh bags 
Wooden hot pads 
Perfume bottles 
Household brushes and wooden ware 
Rubber mats 
Aluminum collanders 
Ice cream scoops 
Steak knife sets 
Christmas tree ornaments 
Mechanical toys 
From Haiti: Mahogany bowls 
From Holland: 
Bulbs 
Pottery 
Cotton and rayon damask sets 
Brass and metal ware 
From Ireland: 
Damask cloths, sets and napkins 
Dish towels 
From Italy: 
Ladies’ crochet, kid and suede gloves 
Ladies’ raffia shoes 
Silk scarves 
Leather handbags, boxes, eveglass cases, address books, ete. 
Plastic toys and rabbit hair animals 
Colored pencils 
Manicure sets 
Castile soaps 
Copper chafing dishes and household ware 
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$2, 500 
154, 500 
98, 000 
12, 000 
26, 000 
21, 600 
234. 000 
96, 700 
25, 000 
59, 000 


759, 500 





482 ORGANIZATION FOR TRADE COOPERATION 


Cotton Matelasse 
Aluminum ice buckets and tumblers 
Aluminum and chrome cooking utensils 
Ladies’ wool sweaters 
From Japan: 
Bamboo blinds 
China, and dinner sets and salad plates, tea and toast sets 
Cherrywood and other wooden bowls and Bar-B-Q sets 
Hamburger presses 
Aluminum teapots 
Stainless steel flatware 
Shaving mirrors 
Rush squares and coasters 
Cotton hooked rugs 
Christmas tree ornaments 
Men’s cashmere sweaters 
Chrome cooking utensils 
From Switzerland: 
Imbroidered curtains and linen drapery fabrics 
Cotton and rayon damask sets 
From Sweden: Pottery 
From Jugoslavia: Glassware 


The wholesale and retail liquor business accounts for a considerable amount of 
the dollar volume of imports sold in the St. Louis Metropolitan area and is esti- 
mated at over 2% million dollars. The largest local retail liquor chain estimates 
approximately 2 percent of the total sales are of imported beverages, with Scotch 
whiskey accounting for three-fourths of this, and Vermouth, Irish whiskey and 
wines most of the balance. 

While no bicycles are manufactured in this area, it should be mentioned that 
the local representatives of domestic bicycle firms are among those in the United 
States who are claiming that their business is threatened by imports to such an 
extent that it faces extinction. The fact that bicycle sale profits last year dropped 
to minus 1.5 percent is attributed by them, primarily, to imports. Most of these 
imports come from Great Britain, and have jumped from 66,000 five years ago 
to 900,000 last year, absorbing more than one-third of the American bicycle 
market. A plea has gone to President Eisenhower for tariff relief, after a favor- 
able recommendation by the Tariff Commission. Opponents of the recom- 
mendation claim that American manufacturers are losing out to English bicycle 
manufacturers mainly because they have failed to keep up with the public de- 
mand for light-weight racing bicycles. 

An interesting new venture has been started recently in St. Louis. In April 
a textile firm from Wutpertal-Oberbarmen, Germany, opened a sales office here. 
The company expects to sell woven and nonwoven textile products to the shoe, 
automotive, electrical and radio industries, as well as some apparel accessories 
to retail organizations. This is the first sales office to be established anywhere 
in the middle west by a foreign manufacturer. 


D. Agriculture 


Agriculture provides employment to but a small part (11,700 workers) of the 
total employment in the St. Louis Metropolitan area, and is not very significant 
in terms of the economy of the area as a whole so far as foreign trade is con- 
cerned. The greater part of the local agricultural production is sold in the 
immediate vicinity. 


Total farms listed in the area in the 1950 census of Agriculture include: 


No. of farms 
St. Louis 
St. Louis County 
St. Charles County 
St. Clair County 
Madison County 


Most of the farms are family farms, with very little outside the family labor. 
Approximately sixty percent of the farmers own the land which they operate. 
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There are a number of truck farms; and some poultry, hogs, and beef and dairy 
cattle are raised. Principal crops are corn, wheat, and soy beans. In Madison 
County there are a few farmers who specialize in the growing of horseradish. 
Some peach and apple orchards are located in St. Clair and St. Louis Counties. 

St. Louis depends on other farm areas for most of its fresh fruits and vegetables. 
An interesting compilation of ‘‘Unloads of Fresh Fruits and Vegetables at St. 
Louis, 1954,’’ was released March 16, 1955, by the Agricultural Marketing Service 
of the U. 8. Department of Agriculture. According to this document: 

“Consumption of fresh fruits and vegetables continued to increase in the St. 
Louis trade area during 1954. Rail and truck unlcads, equivalent to 27,012 car- 
loads were consumed or went into trade channels from this market. This was 
an increase of 898 carlot equivalents over 1953 unloads and 2,992 over 1952. 
These commodities were produced and received from 43 States and from 15-18 
foreign countries.”’ 

The following fruits and vegetables were imported last year in quantities of a 
carlot or more: 


Apples, from Canada (British Columbia) 
Bananas, from Mexico, South America, Honduras, Guatemala, Equador 
Cantaloups, Mexico 
Cocoanuts, Central America, British Honduras, South America 
Cucumbers, Cuba 
Garlic, Mexico 
Grapes, South America, South Africa 
Honeydew melons, Mexico 
Horseradish, Sweden, Germany and other European countries, Japan 
Limes, Mexico 
Mixed melons, Mexico 

. Nectarines, South America 
3. Okra, Cuba 

. Onions, Mexico, a few from Spain, Egypt, Italy 

Peaches, South America 
Peas, Mexico 

. Peppers, Mexico 

. Pineapples, Cuba, Hawaii, Mexico 

9. Plums, prunes, South America 

. Potatoes, Canada 

. Tomatoes, Mexico and Cuba 

. Rutabagas, Canada 


GO SE? OU Hm G9 DO 


Very little of this produce comes into the United States through the port of 
St. Louis. One large local brokerage firm importing approximately 30 carlots of 
tomatoes per year from Mexico (with each carlot approximately 30,000 Ibs.) 
states the port of entry is Nogales, Ariz. The bananas this firm imports from 
Mexico come into the country at Mobile, Ala., and the cocoanuts from British 
Honduras and South America enter at New Orleans. The few onions they import 
enter at Laredo, Tex. 

Several firms import bananas from South America, including Equador, Guate- 
mala and Honduras, with the ports of entry New Orleans, Mobile, or Charleston, 
8. C. Still another firm importing pineapple from Cuba says they enter the 
United States at Fort Lauderdale, Fla., and are shipped on Cuban boats. 

Tariff on fresh fruits and vegetables varies by commodity, depending on the 
degree of competition. Such products as bananas which are not grown here are 
on the free list. Many others are subject to quotas during the marketing season 
for domestic produce. Tomatoes have a tariff of 2.1 cents per pound from 
March 1 to July 14, and from September 14 to November 14, at all other times 
the tariff is 1.5 cents per pound. Specifications of the Department of Agriculture 
must be met on some produce, such as potatoes and beans. 

No livestock is imported to, or exported from, the St. Louis area. 

The major agricultural commodity exported through the port of St. Louis is 
grain. The greatest direct effect on this export is on local brokers through the 
merchants exchange (164 members). The annua! report of 1954 of the Merchants’ 
Exchange of St. Louis states: 

“The volume of wheat handled here was 37,905,000 bushels . . . about 115,000 
bushels more than in 1953. This good result was made possible by the resump- 
tion of operations by one of our large flour mills; the greater availability of Gov- 
ernment loan storage as a result of our increased elevator capacity; and the con- 
tinued good export demand through gulf ports. 
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“However, there was an entirely different story with receipts of corn, which 
declined drastically. How important corn is to our market can be gained from 
the fact that receipts of this grain frequently represent about one-half of our total 
grain volume. 

“Nature played a significant role in this development in the form of a devastat- 
ing drought, which materially curtailed corn production in much of our origin 
territory. And corn exports from southern ports, which in recent years have 
accounted for much of our volume, were almost nonexistent. 

“This latter condition was brought about by a combination of factors. There 
was a greater abundance of corn in the Eastern States. During a good part of the 
year prior to the corn harvest, large quantities of low-priced Government corn were 
made available on the eastern seaboard for export, which, together with the lower 
ocean freight rates from eastern ports to European destinations, concentrated 
most of the export business at the Atlantic ports, and the Midwest could not 
compete. How drastically St. Louis was affected by these developments is shown 
by the fact that corn receipts here declined from 53 and one half million bushels 
in 1953 to 36.3 million bushels during the past year. 

“Receipts of both oats and soybeans were also somewhat lower, but their volume 
is comparatively small, and is not too significant in our St. Louis picture.” 

Grain exports through St. Louis were 30 to 35 million bushels in 1954, a drop 
from 50 million bushels in 1953. Total grain figures in St. Louis for these years 
were 89 million bushels in 1954 and 107 million bushels in 1953. If export esti- 
mates are accurate, about one-third to one-half of the grain handled in this grain 
center finds markets in other countries. 

The Department of Commerce says the Government stopped keeping a record 
of grain export by States because the figures were so inaccurate. Shippers’ ex- 
port declarations are sent to ports of exit and credited to those ports, not to the 
point of origin. Local grain merchants may or may not know the ultimate desti- 
nation of their grain when it is loaded onto barges. 

The total effects of foreign trade on agriculture in this area are much more in- 
direct than direct. 


E. Tourist trade 


In the belief that travel in other countries is a significant avenue for the export 


of dollars, an attempt was made to determine the volume of such ‘“‘trade”’ out of 
the St. Louis area. No estimate of the yearly number of foreign tourists from this 
area, nor the amount of money they spent in other countries, was obtained; 
however, some suggestive data were uncovered. 

In 1954, there were 1,863 passport applications received by the St. Louis.pass- 
port division office; in 1953, 2,596 applications were received. Whether all these 
applicants were granted or used their passports could not be determined as the 
State Department gives out records of applications only. These figures would, 
of course, not include travel to Canada, Mexico, the Caribbean Area, Hawaii or 
Alaska, where passports are not required; and to these countries St. Louisans travel 
in large numbers. 

Most local consuls were contacted, but only two had figures on tourists broken 
down to the local level. These were the Norwegian consul, who said Norway had 
about 8 St. Louis visitors in 1954, and the Mexican consul, who reported that 
3,600 tourists from this area traveled in Mexico in 1954. The Mexican tourists 
traveled principally by car or plane and their average purchases brought back cost 
$200. Travel bureaus were questioned and one of the largest estimated over 
1,500 foreign tours were booked locally last year by them alone, accounting for 
from one-third to one-half million dollars. An approximate breakdown of their 
tours for 1954 was: (People) 

GO: Parone =. 200 
To Mexico___- 300 
To South America . ; 100 
To Caribbean - - ----- é; 350 
To Hawaii_- 200 
To Canada_ 300 
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Part IJ. THE PRELIMINARY QUESTIONNAIRE 


l. METHOD 


Because there was no accurate list available of manufacturing firms in the 
St. Louis metropolitan area directly concerned with international trade, a pre- 
liminary survey was made to obtain this information. The following question- 
naire and letter of explanation were sent to 3,028 manufacturing firms as listed in 
the Directory of Manufacturers in metropolitan St. Louis, published by the 
Industrial Bureau of the Chamber of Commerce of metropolitan St. Louis in 1953. 
(This number, 3,028, differs from the 3,049 figure given in the directory, because 
of deletions due to firms known to have gone out of business or moved out of the area 
since the publication date.) In addition, 197 questionnaires were sent to other 
manufatturing firms in the metropolitan area, including new firms, firms that 
had recently gone into manufacturing, and those not listed in the directory. 

The total number of manufacturing firms, 3,225, employ over 250,000 workers, 
or essentially the same number as noted above as employed in manufacturing 
industries. These workers total approximately one-third of the employed 
civilian labor force of the metropolitan area. Every manufacturing enterprise 
in the St. Louis area was included. 

The questionnaire and letter (mailed on chamber of commerce stationery) 
follows: 

“Getting the trade facts for this area can have an important and beneficial 
effect on business in greater St. Louis. Your answers to the questions below are 
basie to a survey being conducted by the chamber of commerce, in cooperation 
with the League of Women Voters of metropolitan St. Louis. The purpose of this 
survey is solely to obtain a long-needed factial picture of import-export figures 
in relation to our economic situation; and to reappraise our trade policies. 

“We shall appreciate your cooperation. 

Sincerely yours, 
Davip K, NeEwMAN, 
Manager, Foreign Trade Division. 


1. Are any of your products exported (either directly or through your cus- 


tomers)? o.. ne. 
2. Do you use any imported materials (either raw or semimanufactured)? 
oes Ne. - 
3. Is the market for any of your products being adversely affected by imports? 
e_. = No__ 
Signed___ 


Phone 

Please check and return immediately in the enclosed envelope. 
II. Results 

Replies were received from 845 firms: 359 firms answered no to all 3 questions; 
6 firms had moved out of the area; 481 firms answered ves to 1 or more questions. 

The classifications in the table 5, page 30, are the standard industrial classifica- 
tions used by the United States Department of Commerce. Listed individually 
are the 10 manufacturing industries in this area each employing over 10,000 
workers. All other manufacturing firms have been grouped together under 
“All others.”’ 

In the tabulation, it will be noted that the total of all firms eomes to more 
than the number of firms who answered. This is because some firms manufac- 
ture goods in more than one category. In fact, some come under as many as 
five categories. For instance, a firm may be primarily concerned with the manu- 
facture of food products, but also manufactures chemicals and some other product 
which places it in a third category. The totals show that firm in all three cate- 
gories. 
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It will be seen from chart No. 5 that the answers to the preliminary question- 
naire totaled approximately 26 percent of the firms contacted. In most categor- 
ies, there were more firms answering who either export or import than those who 
are engaged only in domestic trade. Since it is known that there are more firms 
engaged solely in domestic trade than in export-import business, it is evident that 
a higher percentage of answers was received from those firms interested in foreign 
trade. It is only natural that firms having no foreign trade would not bother 
to answer the questionnaire. This is particularly true of the many small firms 
in the area that obviously, from the type of manufacturing done, do not depend 
on foreign materials or worry about foreign competition. 

It will also be noted that approximately one-quarter of the firms who are en- 
gaged in export business, or use imported materials in the manufacturing process 
indicated that their markets were adversely affected by import competition. 
Only 26 firms, which did not import or export were concerned with this problem 
of competition, including 6 in fabricated metals, 3 in nonelectrical machinery, 
and 3 in textiles and apparel. 

It may be of interest that of the 481 firms answering ‘‘Yes’’ to one or more of 
the questions, 432 were in Missouri and 49 in Illinois. 


Part III 


THE OPINION QUESTIONNAIRE 

Method 

The public opinion poll was designed to shed light on a number of questions 
relevant to the purposes of the survey; the degree of public interest in issues 
centering on international trade, differences in degree of this interest among 
selected localities in the St. Louis area, differences in opinion among those inter- 
ested in these issues. For this purpose a very brief and simple questionnaire 
was used, requiring a minimum of effort to be completed and returned by the 
voters polled. The following 5 questions were mailed on 2,500 double posteards 
to a random selection of registered voters in the St. Louis metropolitan area: 

1. Do you use any imported products in your everyday living? Yes 
No No opinion 


2. Do you think imported raw materials are necessary for our national defense? 
Yes No No opinion _ 

3. Do you think United States trade with coun tries threatened by communism 
would help keep them on our side of the Iron Curtain? Yes 5 No | 
No opinion _ 

4. Do you think the United States needs to sell surplus farm products abroad? 
Yes No A No opinion 

5. Do vou think making 1t easier for countries to trade with us would increase 
the chances for world peace? Yes No’. No opinion 

The cards also carried the following explanation: 

‘‘World trade affects vou! World trade affects business in St. Louis! 

‘The League of Women Voters is conducting a survey and you have been 
selected as part of a scientifically chosen sample of registered voters. We want 
your opinion on world trade. Your cooperation in answering five questions will 
be greatly appreciated. Results of the poll will be published in May. Please 
note your signature is not required. Just check one answer to each question and 
drop the attached postcard in a mailbox.” 

There were 500 cards mailed to registered voters in Belleville, Ill.; 500 to Bon- 
homme Township in Missouri, and 1,500 to St. Louis voters. These districts were 
chosen because of the following characteristics: 

Bonhomme Township, St. Louis County, the second largest of 14 such political 
subdivisions in St. Louis County, was selected as a diverse residential and small- 
farm area. The township has 16,000 registered voters in its 29 precincts, and the 
area extends from the Missouri River on the north, south to Jefferson County 
between Fenton and Vallev Park, west to Meramec Township, and east to the 
townships of Lemay, Clayton, and Gravois. 

Kirkwood is the largest community in Bonhomme Township, and here about 
70 percent of the registered voters live. While there is no heavy industry in 
Kirkwood, there is some small industry and the local chamber of commerce has 
235 members. Most of the working population is employed out of Kirkwood, 
mainly in the city of St. Louis. Largely an upper middle class community of 
homeowners, Kirkwood’s vote is consistently Republican. 

Chesterfield is also in Bonhomme Township. It is a small community with 
many of the county’s most wealthy residents. Farming area surrounds Chester- 
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field and this precinct votes 6 to 1 Republican. Ellisville, Ballwin (a rapidly 
growing residential area), Fenton (some resorts), and Manchester are small com- 
munities among farms, and are all predominantly Republican. Only Valley 
Park, with two precincts, and the Meacham Park precinct (with a large Negro 
population) sometimes vote Democratic. Creve Coeur Lake and Castlewood, 
poorer communities with considerable substandard dwellings, are also made up 
largely of Republican voters. 

Belleville, Ill., the county seat and second largest city of St. Clair County, has 
an estimated population of 36,000, with another 10,000 to 15,000 people in the 
immediate area. Belleville is partly surrounded by farms but borders on a highly 
industrialized area. The city itself covers an area of 645 =quare miles and is just 
east of East St. Louis. 

Ninety-seven percent of the population is native-born, largely of German stock. 
While there is no pronounced slum area, 20 percent of the dwelling units in 1950 
had only cold water or no inside water at all. There were fewer substandard 
dwellings than in neighboring East St. Louis or Alton, II. 

Industrially, the city is well developed and diversified, with 18 iron foundries 
and stone plants, a flour mill, 2 breweries, 2 meat packing plants, several bakeries 
and food canneries, 2 clothing manufacturers, and miscellaneous plants. _ Near the 
city are about 20 bituminous coal mines in operation. Also readily available are 
high-grade limestone, clay for bricks, and building sand. The farms raise much 
—— and some corn, soybeans, poultry, dairy products, fruit trees, and garden 

roduce. 

; In 1950, 81 percent of the men and 26.5 percent of the women were counted in 
the labor force. Perhaps one-fourth of this number work outside of Belleville, in 
St. Louis or at Seott Airbase, which is 6 miles east of the city. City. elections in 
Belleville are on a nonpartisan basis, though township elections, based on a coter- 
minous area, are partisan. This results in some confusion. There are 31 pre- 
cincts and about 19,900 registered voters. This is a low percentage of the total 
population. Until 1950, Belleville was long considered a Republican stronghold; 
since then it has voted predominantly Democratic. 

St. Louis.—Three groupings of wards within the city of St. Louis were classified 
for this survey, based on voter participation in significant elections (including 
special elections on particular civic issues). Based on the percentage of eligible 
voters who are registered and on the percentage of registered voters who go to 
the polls, these groupings are as follows: High percentages (St. Louis No. 1): 
Wards 1, 12, 13, 15, 23, 24, 25, 27, 28, totaling about 129,500 registered voters; 
medium percentages (St. Louis No. 2): Wards 2, 9, 10, 11, 14, 17, 18, 20, 22, 26, 
totaling about 119,750 registered voters; finally, the low percentages (St. Louis 
No. 3): Wards 2, 4, 5, 6, 7, 8, 16, 19, 21, totaling about 97,000 registered voters. 

People to be contacted in each of the above 5 divisions were chosen as follows: 
the total number of registered voters in each division was divided by 500, the 
number of cards to be sent to each division. Then in each division, the 500 
names were marked on the lists at the proper intervals to distribute them evenly 
throughout the list. For example, in one division, every 190th name was marked; 
in another division, every 225th name, etc. The differences arose because of the 
different number of registered voters in each division. The same questions were 
also asked of each firm executive contacted in the detailed survey (pt. IV). 


IT. Results 


Some indication of the degree of public interest in issues centering on inter- 
national trade may be gained from the overall respanse ta the. public opinion poll. 
Of the 2,500 self-addressed post cards mailed out, 16.2 percent were returned. 
This overall return obscures the fact that there was considerable variation in the 
rate of reply among the five areas polled by mail. Voters polled in Bonhomme 
Township returned 25.2 percent of the questionnaires, while only 11.4 percent of 
those polled in Belleville replied. 

TABLE 6 


Proportion of questionnaires returned by registered voters polled in selected areas of 
the St. Louis metropolitan area 


Percent 
Bonhomme Township, Mo 
St. Louis No. 1, Mo 
St. Louis No. 2, Mo 
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This ranking of the five areas follows closely experience in the same communities 
with regard to the voter turnout for elections where issues are involved in contrast 
to elections where public offices are at stake. Voters in Bonhomme Township, 
for example, traditionally show a higher ratio of actual votes cast to total regis- 
tration than other communities in elections involving issues. It seems reasonable 
to assume that the data in table No. 6 are a rough index of differences in the 
publie’s interest in the areas polled concerning issues centering on international 
trade. 

The questions asked in the poll were designed to bring out two points of interest. 
The first of these concerned the awareness of the public of their everyday consump- 
tion of imported products insome form. Accordingly the first question asked was: 

No. 1. “Do you use any imported products in your everyday living?”’ 


The percentage of people who failed to answer “‘yes’”’ seems surprisingly high 
and may reflect some tmnisunderstanding of the question. Persons answering ‘“‘no”’ 
to this question may quite possibly have thought the question referred to goods 
purchased as “‘iinports.’”” However, even here examples of such items of everyday 
consumption as coffee, tea, cocoa, bananas, and cola drinks come readily to mind. 
The results of this question are all the more surprising if it is assumed that those 
sufficiently interested to return the questionnaire are quite possibly the best in- 
formed of the group to whom the cards were mailed. 

The second point of interest toward which the questions in the poll were directed 
was the degree to which currently popular slogans concerning the role of foreign 
trade in the United States are positively accepted or rejected by the public as 
expressing their point of view. For this purpose the remaining four questions 
in the poll represented a paraphrase of certain of the slogans. 

In the light of answers to the first question it is particularly interesting to note 
the response to the second question: 

No. 2. “Do you think imported raw materials are necessary for our national 
defense?” 


Percent 


The proportion of those with “‘no opinion” remains about the same as in the first 
question, but the “‘yes’”’ answers jump up very sharply. Apparently people are 
much better informed about the place of imports in the defense production effort 
than they are in terms of their own everyday consumption. 

The next question raised the issue of communism and placed it in the context of 
foreign trade. To this question the replies were also interesting 

No. 3. “‘Do you think United States trade with countries threatened by com- 
munism would help keep them on our side of the Iron Curtain?” 


Here, the number of people with no opinion drops sharply, indicating a somewhat 
more definite set of attitudes on this issue than on the previous question. Appar- 
ently, a sizable majority of those replying to the poll see foreign trade linked to 
foreign policy in general. 

The next question was made purposely vague and ambiguous and served to 
link the ‘farm problem”’ with foreign trade. It is not clear from the question 
whether there is implied a need to sell farm surpluses abroad in order to preserve 
domestic price levels and to avoid accumulating large domestic stocks, or whether 
the question is concerned with the foreign need for American food supplies. Par- 
ticularly, following on the heels of question No. 3 this latter interpretation is 
possible. The question was: 





492 ORGANIZATION FOR TRADE COOPERATION 


No. 4. “Do you think the United States needs to sell its surplus farm products 
abroad?”’ 


teplies: 


No 


Perhaps the point of interest here, as in the preceding question, is the small 
proportion of ‘“‘no opinion” answers. The phrase ‘‘needs to sell’ apparently had 
concrete meaning for most of the registered voters polled. Interesting also is the 
fact that of the four “issue’’ questions, this one evoked the highest proportion of 
negative answers. 

The fifth question linked the issue of world peace with international trade and 
here, too, relatively few of those polled had no opinion. The question: 

No. 5. ‘Do you think making it easier for countries to trade with us would 
increase the chances for world peace?” 


teplies: Percent 


The poll was also directed at determining any difference of opinion among the 
several groups queried. For this purpose a sixth group was added to the poll, 
the representatives of the manufacturing firms who participated in the detailed 
survey. The response rate of this latter group cannot be compared with those 
receiving the questionnaire through the mail, since the conditions under which 
the poll was taken were considerably different. (The questionnaire was filled in 
by each executive in the presence of the League of Women Voters’ interviewer 
picking up data used in pt. IV.) Table No. 7 summarizes the comparisons 
among all groups. 

Table No. 7 reveals a number of noteworthy comparisons, but first a note of 
caution. The number of questionnaires returned from each of the several locali- 
ties is so small as to make comparisons among them exceedingly dubious even 
when the differences may seem quite striking, though certain fairly general 


tendencies may be observed with care. For example, it is probably significant 
that ‘‘yes’”’ replies from Bonhomme Township are a higher proportion of returns, 
in most cases substantially higher, than for any of the other localities on every 
question. On the other hand, the fact that Belleville respondents replied 56 
percent “‘yes’’ on question 1 should not be construed as representing a materially 
different point of view in that community from that indicated by the 47 percent 


“ 


yes’ answers for St. Louis No. 1 to the same question. 

There is somewhat greater validity attached to contrasts between opinion 
expressed by company representatives and the expression of opinion made by the 
total replies of the voters polled. In each case the sample includes a fairly large 
number of people. 

Given these qualifications, the following observations are aomg some of the 
many that will be noted from table No. 7: 

1. The consistently higher proportion of ‘“‘yes’’ answers for Bonhomme Town- 
ship when compared with the other localities surveyed. (This, coupled with the 
higher response rate from Bonhomme Township, may indicate a somewhat 
different set of voter opinions on international trade in this locality than in the 
others.) 

2. The contrast between ‘‘yes’’ answers to question 1 (‘imported products 
in everyday living’) by company representatives and the total voter replies (72 
and 61 percent respectively). 

3. A similar observation with respect to question 2 (imported raw material 
and national defense’), 87 percent ‘‘yes’’ for company representatives, contrasted 
with 78 percent for the voters. This, incidentally, is the one question where the 
company representatives recorded a higher proportion of ‘‘yes’’ answers than the 
Bonbomme Township voters. 

4. The contrast between the distribution of company representatives’ opinion 
on question 3 and that of the voters polled. The former group is apparently not 
quite so certain that United States trade with countries threatened by communism 
will help keep them on our side of the Iron Curtain as is the voter group. Perhaps 
even more important, a larger proportion of the company representatives are in 
the “no opinion” category on this question. 
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5. The impression created by the variety of responses among the several groups 
polled on the third question is that there is, perhaps, a considerable variety of 
opinion which is not adequately expressed in a categorical answer. 

6. The relatively high proportion of ‘‘no opinion” from the company repre- 
sentatives in reply to question 4 (‘‘the need to sell United States farm surplus 
abroad’’) coupled with a relatively high proportion of ‘“‘yes’’ answers. This 
response coupled with replies by the same group to question 3 suggests that the 
question may have been viewed as concerned with the problem of disposing of 
farm surpluses. 

7. The almost parallel distribution of responses to the fifth question (‘‘inter- 
national trade and world peace’) by company representatives and Bonhomme 
Township voters, both indicating a very strong affirmative answer. 

8. The very heavy balance of ‘‘yes’”’ answers to all four questions on current 
issues centering on foreign trade. This possibly raises the question of correlation 
between ‘“‘interest’’ in these issues and the responses noted. 


TABLE 7.—Summary of replies to public opinion questionnaire by locality polled 


[In percentages] 





Manu- 
facturing; All hom- | peje. St. St. St. 
Question company) voter me ville Louis Louis | Louis 
repre- | replies | town- | No.l No. 2 No. 3 
sentative | ship 





. Do you use any imported products in 
your everday living? | 
Yes 
No ‘ 
ee Gs ok hs 
. Do you think imported raw materials 
are necessary for our national de- 


No opinion. 

. Do you think United States trade | 
with countries threatened by com- 
munism would help keep them on 
“= of the iron curtain? 

es 


No 
No opinion : 
. Do you think the United States needs 
to sell surplus farm products 
abroad? 
OO sit ge os 


5. Do you think making it easier for 
countries to trade with us would | 
increase the chances for world 





Each manufacturing executive was also asked to check those of the following 
statements which conform closest with his views. The statements represent 
various opinions as to how the Government might help resolve the issue of com- 
petitive imports. They were selected from a much larger list of suggested state- 
ments provided by the League of Women Voters of the United States, and were 
intended to provide some indication of what course local manufacturers felt the 
Government should pursue in the formulation of a United States foreign trade 
policy. Again, no pressure was applied in order to obtain answers, and several 
of the executives answering the first set of opinion questions refused to answer this 
set on the grounds that the questions were too broad. One man commented that 
the important thing was for the Government ‘‘to develop one policy and stick to 
it.’ Since the statements are not mutually exclusive, many of the 203 executives 
answering this part of the opinion poll checked more than one statement. 
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q N be 
Statements Num . ae ho 
checked 


Percent 


cpt aiie titre oniilipsthetatintesitnpeaiandienil iment ————|-_—__—— 


1, The Government should raise the tariff every time a domestic industry | | 
proves imports are competing unduly with its products__-__- aris ai 46 | 
2. The Government, regardless of its general trade policy, should protect | 
industries vital to national defense from competitive imports by use of | 
tariffs or quotas 4 
3. The Government, 
direct subsidies paid out of existing tariff receipts to vita] industries | 
which may be threatened by import competition__-..._._- | 35 
. The Government should adopt a “‘laissez-faire”’ attitude with respect to all | 
industries and let each industry adjust its business to import and domes- | | 
tic competition. _- pee ad 36 
5. The Government should work for a gradual reduction of all tariffs allowing 
industries thus affected time to make adjustments- .--------- ; 


Part IV 


rHE DETAILED SURVEY OF ST. LOTIS MANUFACTURING FIRMS DIREC?PLY ENGAGED 
IN FOREIGN TRADE 
1. Method 


The basic tool of this survey was a two-page questionnaire incorporating sug- 
gestions from the members of the Leagues of Women Voters and from leading 
trade authorities. These authorities included: 

1. Mr. Lowell O. Burns, director, department of agriculture and trade 
development, Chamber of Commerce of Metropolitan St. Louis. 

2. Mr. Frederick Deming, executive vice president, Federal Reserve bank, 
8th district. 

3. Miss Grace Harrington, business specialist, St. Louis Field Office, United 
States Department of Commerce. 

4. Miss Mildred Helmholt, research analyst, division of employment 
security, department of labor and industrial relations, State of Missouri. 

5. Mr. Werner Hochwald, economics department, Washington University. 

6. Mr. William K. Kester, research department, Federal Reserve bank. 

7. Mr. David K. Newman, manager of foreign trade bureau, Chamber of 
Commerce of Metropolitan St. Louis. 

8 Mr. Stanley H. Ruttenberg, lirector, department of education and 
research, CLO, Washington, D. C. 

The design of the questionnaire was guided by the general purpose of this sur- 
vey which was to learn something of the nature of the direct foreign trade relation- 
ships of the St. Louis manufacturing industries. Three kinds of information 
were sought; what firms are engaged in foreign trade, how large are their trade 
flows, and what are the foreign areas with which St. Louis manufacturers trade? 

There are a great many very interesting questions which come to mind as being 
useful in a survey of this kind. In order to avoid overburdening the respondents, 
however, a very short questionnaire was used. This consisted of two parts, each 
on a separate page. The first part requested information of a nonfinancial and, 
generally speaking, nonconfidential nature. The information sought consisted of 
answers to five questions concerning the date the firm was established, the date it 
first engaged in foreign trade, the firm’s average employment in 1954, the areas of 
the world considered by the firm to be its major markets or sources of imports, and 
the identification of any of the firm’s products feeling the effects of import com- 
petition. The second part of the questionnaire asked for information considered 
confidential by many firms; dollar value of exports, imports, and gross sales. To 
encourage firms to complete this part of the questionnaire, they were assured that 
there would be no publication of data referring to an individual firm, nor-would 
this second sheet of the questionnaire be identified by the firm’s name at any stage 
in the tabulation of the survey results. 

Attached to the questionnaire was a copy of the Standard Industrial Classifica- 
tion for manufacturing industries in use by the Bureau of the Census, United 
States Department of Commerce. This was used as a guide to firms in filling out 
product detail concerning their foreign-trade transactions. The use of such a 
classification system provided product information sufficient for the purposes of 
this survey without requiring the firms queried to go into undue detail. 

This questionnaire was mailed to every firm that had answered ‘‘yes”’ to at least 
one question on the preliminary survey, a total of 481 firms. In addition, 45 other 
firms who had not answered the preliminary questionnaire, employing over 100 
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people each and thought to be involved in foreign trade, were mailed this ques- 
tionnaire. These 45 firms represented various kinds of manufacturing, and it 
was felt that their cooperation would be most desirable in order to complete the 
picture of foreign trade in this area. With each set of questions was mailed a 
covering letter explaining the purpose of the survey. Each firm was then assigned 
to a member of the League of Women Voters who was to make an appointment 
with the company representative responsible for filling out the questionnaire. 
The purpose of this visit was to answer questions concerning the survey and to 
pick up the completed questionnaire. In a period of 10 days to 2 weeks after the 
survey questions were mailed, a majority of questionnaires were personally col- 
lected. This procedure undoubtedly resulted in a higher rate of response than 
would have been the case if replies had been returned by mail. 


II, Coverage 


It is apparent that the coverage by this survey of St. Louis manufacturing 
firms engaged in foreign trade is in the first instance conditioned by the response 
to the preliminary questionnaire. The chamber of commerce had estimated the 
number of firms engaged in foreign trade at between 500 and 600 and information 
supplied by other interested agencies in St. Louis tended to substantiate this. 
The return on the preliminary questionnaire was not out of line with these 
estimates; a total of 481 firms replied “‘yes” to at least 1 question. It seems prob- 
able then that the mailing list of 526 for the survey questionnaire contained 
substantially all of the St. Louis manufacturing firms engaged in foreign trade. 

The results of the survey are based on tabulation of 276 completed, or almost 
completed, questionnaires. The explanation of the difference between this 
figure and the number of questionnaires mailed out is of some interest. Table 
No. 8 contains a tabulation of replies to the survey. Of the firms indicating some 
foreign trade on the preliminary survey, 154 replied in response to the detailed 
survey that the actual amount of this foreign trade was so small as to be neg- 
ligible or that they only imported or exported indirectly, and so should not be 
counted as firms engaged in foreign trade. In some cases these replies were 
checked by personal conversations, but where a firm insisted that its foreign trade 
was too small to survey, no further effort was made to include it. 


Fifty-five firms were unable to complete the questionnaire for reasons of 
company policy. These reasons ranged from refusal to answer any questions in 
a very few cases, to the more numerous cases concerned with branch plants for 
which separate records are not kept, and with companies which do not keep separate 
records on foreign trade. In a few cases questionnaires returned could not be 
used because of incomplete answers. 


TABLE No. 8—Response to survey questionnaire 


Total questionnaires mailed 


Questionnaires not completed: 
Production outside area, deceased, moved, etc 
Declined to reply (company policy) 
No direct foreign trade, or negligible amount 


Total not completed 
Outstanding (unable to make contact with company representa- 
CNG ONE Jed wecknnd itiedst en anscidiawaembesuwundnnaios 
Total not returned__. 250 
Completed questionnaires returned 262 
Partially completed questionnaires 14 
Total returned 276 
526 
There is no way of measuring the significance of the foreign trade excluded 
from this survey and conducted by firms unable to complete a questionnaire. A 
check with informed people in the industries represented, however, suggests that 
the exceptions may be most important in the electrical machinery industry and 
the transpértation equipment industry. Two large firms in the former and one 
in the latter category did not return the questionnaire. 
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The survey estimates of total direct imports and exports by St. Louis manu- 
factures are somewhat lower than those that actually took place in 1954, by 
reason of these exclusions. However, it is believed that the survey presents a 
representative picture of the foreign trade patterns of St. Louis manufacturing 
industries, of the foreign markets for these products, of the foreign sources of 
imports, and of the relative importance of the several kinds of production in the 
direct trade flows between St. Louis industry and the rest of the world. 

A copy of the survey questionnaire, the covering letter, and of the instructions 
to members of the League of Women Voters is attached to this summary. 


ITI. Results 


Every major manufacturing industry in St. Louis contains some firms directly 
engaged in foreign trade. These firms range in size from the very smallest (one 
firm reports only one employee, the owner) to the very large industrial giants. 
All told, firms employing over 35 percent of the total manufacturing employment 
in St. Louis in 1954 report that they are engaged in direct foreign trade. Table 
No. 9 contains a breakdown of this by industries. It will be noted that firms 
reporting foreign trade hire 78 percent of the employment in the electrical machin- 
ery industry, 67 percent in the leather and leather products industry, and 74 per- 
cent in the eategory “miscellaneous manufacturing” and other production not 
elsewhere specified. By way of contrast, firms in the lumber and wood products 
industry engaged in foreign trade account for only 5 percent of total employment 
in that industry. In one of the area’s largest industries, the chemical industry, 
over 50 percent of the employment is in firms that are engaged in foreign trade to 
some degree. 


TABLE 9.—Employment in firms surveyed, by industrial classification 


[In thousands] 





All firms, St. = ; 
Louis, metro-| Firms in 


survey 
politan area | (average) 
(average) | 


| Employment 
in surveyed 
firms (per- 

cent of total) 
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Ordnance. 

Food and kindred products 
Textiles and apparel- 

Lumber and wood... 

Paper and allied products_-.. 
Printing and publishing _ -- 
Chemica] and allied products- 
Petroleum and coal products--- 
Leather and leather products. - ---- 
Stone, clay and glass products- -- 
Primary metals industries. - - 
Fabricated metal products 
Machinery (except electrical) - - 
Electrical machinery --_- 
Transportation equipment... 
All other manufacturing _ - 


Toteh, seu scecnucdcus- 


None 
25 
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A roster of St. Louis firms currently engaged in overseas trade includes some of 
the city’s oldest business institutions as well as its latest additions. One of the 
firms in the survey this year celebrated its one hundred and tenth birthday, 
making it precisely 110 times as old as the youngest firmin the survey. Reflecting 
St. Louis’ early growth as a manuf: acturing center, 21 percent of the firms included 
in the survey were established prior to 1900. Almost 50 percent have been in 
business since 1919. 

Foreign commerce is not new to St. Louis manufacturers. Of the firms 
presently importing or exporting directly, one company has been engaged in 
foreign trade since 1845, and 5 percent of all the reporting companies since before 
1900. (See Table 10.) As the years passed, every 5-year period saw new St. 
Louis entrants into the world markets. The period 1905-09 was the low-water 
mark for firms included in the survey; only r percent of them entered foreign 
trade in those years. Prior to World War II the period that saw the most new 
entrants was 1925-29; 11 percent xf the survey firms established foreign trade 
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for the first time in that period. But the real wave of newcomers to foreign 
trade occurred following the end of World War II: 21 percent of the survey firms 
entered foreign trade for the first time in the period 1945—49 and this was followed 
by another 15 percent in the next 5 years. All told, 45 percent of St. Louis 
mi: anufacturing firms presently engaged in direct foreign trade first began this 
commerce within the last 10 vears. A heavy proportion of these, incidentally, 
are in the electrical and nonelectrical machinery industries and export mainly to 
Canada, Mexico, and Central and South America 

TaBLeE 10.—Percent distribution of firms surveyed by date established and date 


first 
engaged in foreign trade 


—_— } | = os 
Estab- Engaged in Fstab- | Engaged 
lished foreign lished in foreign 
7, trade — trade 


Percent Percent Percent Percent 

1950 to 1954 ; os 1 15 A WON I detente 4 
945 to 1949__._.. : 13 21 1910 to 1914__ F, 
1940 to 1944_- wandibe 6 u 1905 to 1909__.____- 5 1 
1935 to 1% — 5 a 1900 to 1904_____ 4 
1930 to 1934 _. : vite 6 s Before 1900 ‘ . 
1925 to 1929_....- Rec 1] ll 

1920 to 1924__- 10 8 Total 


Over 180 St. Louis area manufacturing firms reported exports in 1954. These 
totaled approximately $57 million. This figure does not, of course, include the 
value of any production that may have been indirectly exported as the component 
part of some other production, nor of goods sold to distributors for final export. 
The percentage distribution of these direct exports among the major industries 
in St. Louis is shown in table 11. Surprisingly enough, the food and kindred 
products group accounts for the largest amount of direct exports from any 
single industry—28 percent. This is followed by the primary metals industries 
with 15 percent and the nonelectrical machinery manufacturers with 12 percent 
Direct exports reported by apparel manufacturers, lumber products firms, and 
printing and publishing companies were relatively small and amounted to less 
than one-half of 1 percent of the total in each case. Food products, primary 
metals, and machinery appear to be the dominant manufactured exports from the 
St. Louis area. 


TaRLeE 11.—Percent distribution of direct erports reported by firms surveyed, by 
industrial classifi ation of exports 
} worts 


Percent 
Industry group: of tota 
20 Food and kindred products - -- ’ ; 28 
22 Textile mill products he { 
23 Apparel and related produc ts : 
24 Lumber and wood products, except furniture 
25 Furniture and fixtures 
27 ~=2Printing and publishing 
28 Chemicals and allied products_- 
31 Leather and leather produe ts 
32 Stone, clay, and glass products- 
33 Primary metal industries - 
34 Fabricated metal products 
35 Machinery (except electrical) 
36 =Electrical machinery 
37 Transportation equipment 
Instruments and related products 
All other manufacturing 
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1 be of 1 percent. 
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Sales to the export market by all reporting firms averaged 4 percent of gross 
sales, but there were wide variations among the several industry groups. In the 
nonelectrical machinery category, export sales averaged 13 percent of gross sales 
for all reporting firms, while among apparel, wood products, and leather product 
manufacturers’ foreign sales averaged only 1 percent of gross sales. Table No. 12 
summarizes this information for each industry.! 


TABLE 12.—Direct exports as percent of sales of reporting firms, by industrial 
classification 
Eerports 
18 per- 
cent of 
gross 
Industry group: 
20 Food an 1 
99 


Lumber and wood products, except furniture 

Furniture and fixtures 

Printing and publishing 
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Leather and leather products 
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Fabricated metal products 

Machinery (except electrical) 

Electrical machinery 

Transportation equipment 

Tunteumneiite Bnd rericed Pragues. .. oo nna ancemoosemadocss 
All other manufacturing 
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Total, average 


Every continent and almost every country in the free world receives some goods 
directly from a St. Louis manufacturer. Simply in terms of the number of firms 
finding a market there, Canada is the most important export market. One hun- 
dred and forty-three firms in the St. Louis area reported direct exports to Canada 
in 1954. This was followed closely by South America where 105 local manufac- 
turers found markets for their production, while only 19 firms reported shipments 
to the eastern Mediterranean countries. Judging by the replies to this question 
in the survey, there does not appear to be any clear trend in the direction of ex- 
port trade that would change the pattern seen in table No. 13 over the next few 
years. 


TARLE 13.—Foreign markets for St. Louis manufacturers, by foreign market area 
and number of reporting firms 
Number of 
repoiting 
Area: firms 
Canada 
South America- 
Mexico 
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The pattern of import trade was quite in contrast to that of export trade. 
Europe was the principal source of direct imports for St. Louis manufactures 
followed by Asia and South America. Canada ranked only fourth in terms of 
numbers of local firms directly importing from that area. (See table No. 14.) 


1 Table No. 12 needs to be interpreted with caution. In the first place, the ratios cited are averages and do 
not reflect the very wide variation among individual firms, e. g., a few firms report export sales equal to over 
50 percent of gross sales. Secondly, these averages in some cases reflect data from a very few firms. A third 
reason for caution is that the data in table No. 12 refer only to those firms in the industry that engage in 
export trade. In each industry group there are many other firms that do not export so that for the industry 
as a whole the ratio of export sales to gross sales will be much less than thai indicated in table No. 12. 
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Tare 14.—Sources of direct imports of St. Louis manufacturing firms, b 
origin and number of firms importing from are 


Area: 
Europe 
Asia 


Over 90 St. Louis manufacturing firms reported direct imports, some from more 
than one area of the world. In 1954 the direct imports reported to this survey 
totaled about $34 million, or $23 million less than the value of reported direct 
exports from St. Louis manufacturers. The principal categories of manufactured 
products directly imported were food and kindred products (29 percent of total 
direct imports), primary metals (28 percent), chemicals (14 percent), leather 
products (8 percent), and textile-mill products (7 percent). (See table No. 15. 
Paper and allied products and miscellaneous manufactures accounted for the bull 
of the remainder. There were no reports of direct imports of electrical machinery 
or transportation equipment by any St. Louis manufacturer. None of thes« 
data eliminate the possibility that many other kinds of foreign production may 
be used by local manufacturers, for table No. 15 refers only to the goods reported 
as directly imported. 


TABLE 15.—Percent distribution of imports reported by firms surveyed, by industrial 
yf imports rey Ys y j 
classification 
Percent of 


Industrial classification of imports: total im orts 
20 Food and kindred products 
22 Textile mill products 
23 Apparel and related products-- ~~. ......................-...-- 
24 Lumber and wood products, except furniture 
Sa a I i i i Sich a clans i lige cise id da eater He 
27 
28 
SL. SURI Gite PO To i eon nao can nnocennconas 
32 Stone, clay, and glass products 
oo 
Sn ne Te pa aie moe oie 
35 Machinery except electrical (2 
36 Electrical machinery None 
37 Transportation equipment None 
38 Instruments and related products 
All other manufacturing 


1 Less than }4 of 1 percent. 


With but minor exceptions, imported manufactures were directly imported by 
manufacturing concerns in the same general industrial category. Food and 
kindred products, primary metals, chemicals, leather products, and textile manu- 
facturers were the largest direct importers, in that order. 

A fairly large number of firms (88) mentioned the adverse effect of competitive 
imports on their domestic sales. Many of these firms sell in the Nation’s markets 
beyond the St. Louis region and find their sales affected by imports in other areas 
of the country. The largest number of complaints concerned the import of fabri- 
cated metal products, such as cutiery and hardware, metal stamping and coating, 
fabricated wire products, and other miscellaneous fabricated metal products 
The import of miscellaneous manufactures including jewelry, silverware, toys, and 
sporting goods, office supplies, costume jewelry, and plastic products also aroused 
considerable comment as did the import of industrial synthetic organic chemica's 
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TABLE 16.—Reports of adverse effect on domestic sales by competitive imports, by 
classification, and number of reporting firms 


Number of firms 


Industrial classification of imports: reporting 
20 Food and kindred products--_........----- paca ae t 
22 Textile mill products__- : a ote wanes 7 
23 Apparel and related products _ - ea wivineaten 7 
24 Lumber and wood products, except furniture. ___- E None 
25 Furniture and fixtures____.....__-- sa f ] 
27 Printing and publishing - — - ; i ad await . None 


28 Chemieals and allied products. aitewies 


31 Leather and leather products__- ; ake a 9 
32 Stone, clay, and glass products 6 
33 Primary metals industries : aren : 7 
34 Fabricated metal producte_..............-.- ot ‘ 11 
35 Machinery except electrical__.........._--_- wate as ‘ 7 
36. Electrical machinery..._......2.....2-4. ; tee 3 
37 ‘Transportation equipment_-_-_-_-_------ Kins Reve " — 2 
38 Instruments and related products__.._......._____- na 1 
All other MantiGGUUTIS - 5 aaeens 355s dese ee sews aie 18 
BOCA « dn. cas tens bees dowdeasios ae ne ee _ 88 


IV. SUPPLEMENTARY INDUSTRIAL DATA 


Seetions (1) and (2) of the supplementary information given under each industry 
were obtained from the answers to the detailed survey. Section (3) in each case 
comprises comments and excerpts from letters received by the League of Women 
Voters and the chamber of commerce from the firms contacted. The opinions in 
this section are particularized but reflect attitudes of some respondents in the 
various fields of production surveyed. In no ease has any attempt been made to 
elaborate on or interpret the comments. They are included simply as a matter of 
interest, and because it was felt they mie t lead to further understanding of the 
problems involved in world trade. They do not claim to be all-inelusive, but are 
statements submitted by spokesmen im various firms. 


Food prod cts (SIC 20) 


Meat products, dairy products, canning, preserving, freezing, grain mill prod- 
ucts, bakery products, sugar, confectionery and related products, beverages, 
miscellaneous food preparations. 


(1) Export and import trade 


Firms Firms Firms Firms 
Trade area vorting importing Trade area exporting | importing 

to area from area to area from area 
Canada 3 2 Eastern Mediterranean l | 
Mexico 2 5 Europe 3 7 
Africa l 5 Central America 10 , 
Asia 1 3 South America-. ‘ 7 8 
Australia-Oceania l 3 


(2) Reports of import competition 
Number of firms 
Import classification: reporting 


Meat products : Jugupehstet oe ear l 
Dairy products ‘i ao BGS foes seine l 
Grain mill products a an a npeites I 


(3) Miscellaneous comments by firms contacted 

One of the more colorful local food industries deals primarily with imported 
specialty items, including olives, olive oil, and preserved fish. Most, if not all, 
of the 262,300 gallons of Spanish olives and 110,000 pounds of Spanish and 
Italian olive oil listed as imports by the St. Louis customs office for the 6-month 
period ending November 1954, were purchased by this firm. Part of the olive 
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oil is resold to drug firms, but most is bottled by the food firm itself. Tariff on 
olives is 20 cents per gallon for plain olives, and 30 cents per gallon for stuffed 
or pitted olives. espite the higher tariff, most of the stuffing and pitting is 
done in Spain, as the labor differential more than compensates for the tariff 
difference. 

This same firm also imports: 

(a) Small onions from Holland. These are shipped in 300 pound net 
barrels, and are subject to a 12}4 percent ad valorem tariff. (The ad valorem 
values are decided by the local customs inspector and are not based on the 
stated cost.) The onions are flavored and packed in jars locally, and are 
sold as cocktail onions. 

(b) Herring. Herring, cured and pickled, from Canada, have a one-half 
cent per pound duty. Smaller kegs, weighing only 9 pounds, are imported 
from Holland, and have a duty of three-eighths cent per pound, Kippered 
snacks, imported, in tins from Norway, carry a 6% percent ad valorem duty. 
It is the bulk imports from Canada which are processed and flavored locally 
and sold in small jars. 

(c) Sardines from Norway and Portugal. Those with bones have a 15 
percent tariff; those with bones removed 30 percent. 

(d) Anchovies. Anchovies from Portugal and Spain, each having a 15- 
percent tariff. 

(e) Tunafish from Japan. The tuna packed in oil has a 45-percent tariff, 
and that in brine 12% percent. West coast canneries import the whole 
frozen tunafish from Japan without tariff, but none of the frozen tuna is 
used by this St. Louis firm. 

A local producer of evaporated milk, unable to answer the questions presented 
in a “yes” or “no’’ mamner, stated the firm does not export directly, but it does 
Uwn an interest in another company which exports some dairy products. Again 
while it does not import any materials, it knows that raw tin is imported and 
used by the steel mills in the manufacture of the tinplate which this firm, in turn, 
uses in the production of evaporated milk cans. he executive of the firm also 
stated that while they were not presently bothered by imports, it was only because 
of restrictions on importations of dairy products now being made under section 22 
of the Trade Agreements Act. “If these restrictions should be repealed or re- 
scinded, of course there would be a very serious effect upon dairy products because 
support levels in this country very definitely maintain dairy prices in this country 
at a higher level than competing dairy products on the world market. This 
situation is a part of the price supports agricultural picture almost as much as a 
matter of the imnvort situation.” 


TEXTILE MILL PRODUCTS (sic #22) 


Woolen and worsted manufactures, yarn and thread mills (except wool), 
cotton and rayon broad woven fabrics, narrow fabric mills, knitting mills, 
finishing textiles (except wool), carpets and rugs, hats (except cloth and millinery), 
miscellaneous textile goods. 


(1) Export and import trade 


Firms Firms | Firms | Firms 
exporting | importing || Trade area | exporting | importing 
to area from area to area from area 
i | ' 
i 
| 


1 
3 


| Eastern Mediterranean__-| 


1 

1} urope | 2 

1 |} Central America 3 None 
2 


3 || South Ameriea..........- 


None 


(2) Reports of import competition ‘of van 
Import classification: reporting 
Yarn and thread 


75018—56——_33 








502 ORGANIZATION FOR TRADE COOPERATION 


2) Miscellaneous comments by firms contacted 


One of the largest dry good firms in the area was unable to complete the ques- 
tionnaire because of company policy. They did however state their position in 
reference to the problem of imports and exports. Part of their letter follows: 

“During the past 3 years, (we) have become increasingly concerned over the 
accelerated quantity of textiles being imported; principally from the Japanese 
market. In our estimation, these textiles, because of their improved quality 
and low labor cost, offer a direct threat to the domestic market. his is particu- 
larly true of the garment trade and that portion of the piece goods industry which 
requires a higher percentage of labor, such as yarn dyed ginghams and embroidered 
cottons. 

“In view of the present trend toward a lower tariff as proposed by certain of our 
congressional leaders, it is apparent that, should overall decreases be made, certain 
segments of the industry and our own company will be directly affected. It would 
seem that the trend at the present time is toward sacrificing portions of the textile 
industry to a low tariff-world trade thesis. In our estimation, all phases of our 
economy will indirectly feel the impact of the resulting increased imports since 
‘the displacement of certain segments of the textile industry will result in unem- 
ployment and relocation, with an obvious decrease in the purchasing power of 
our citizens. 

“As to the immediate effect upon (us) as a company, in view of the above, we 
have modified our own expansion program in certain of the fields directly affected. 
We have curtailed operations in this country and been forced to buy similar goods 
in Japan in order to meet their competition pricewise in the American market. 
The volume of this business since the war has increased manyfold and is now 
running well over the $1,000,000 a year mark. This is a case in simple English 
where ‘if you can’t beat them, you must join them.’ We do not approve of the 
latter course, but is has been forced on us by the present tariff policies. 

‘“‘As to our exports, this is of a very nominal quantity. It has been decreasing 
vearly due, interestingly enough, to the increasing number of tariff restrictions 
being instituted by those governments with whom we are supposedly allied. 
Specifically, exports into South America, South Africa, certain parts of the south- 
west Asia area, including Australia, have been practically eliminated due to import 
restrictions and duties by those countries.” 


Apparel (SIC 23) 

Men’s and boys’ suits and coats, men’s and boys’ furnishings, women’s and 
misses’ outerwear, women’s and children’s undergarments, millinery, children’s 
outerwear, fur goods, miscellaneous apparel and accessories, miscellaneous fabri- 
cated textiles. 

(1) Export and import trade 











| Firms | Firms | Firms Firms 
Trade area | exporting | importing || Trade area exporting | importing 
toarea | from area || to area from area 
— en EN ~ —|— SS sa a 
Canada. -_.........-- 2 None | Eastern Mediterranean-__| None | 1 
I none inenncccdcaset None OO eS ae None 2 
IE oii imtccncccces 1 | None | Central America-_---.---- 1 1 
ae ee 57 2 || South America. ._..._._..| 1 None 
Australia-Oceania--.-_----| None 1 
| 'y i 
(2) Reports of import competition 
Number 
of firms 
Import classification: reporting 
Doers ose ern’ Termites ook cccniinnsedagenndniad adem 2 
Weanen’s ae eben” GUE WOR? ... b a tin cc iccencdnbu cc ccucneecusa 1 
INE oo head aneaewasiee awoke kee eae eas en abiamp awatan eae ee 1 
SON I io tein sap ilns aiieali nail aia astaiceia tintin 2 
Miscellancous fabriented :textiletascs 36 Sse ooo in on sec ccccccccds l 


(3) Miscellaneous comments by firms contacted 


One manufacturer of shoelaces does no importing or exporting, but claims 
injury from imports. According to the spokesman this injury was due mainly to 
losses in the export market, for whereas they used to sell to Cuba and the Philip- 
pines, these countries are buying from Japan now. He said his export business 
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was never a major part of his total sales, and agreed that style trends away from 
shoelaces have undoubtedly been the major cause of his decreasing business. 

A dress firm noted that while it does no actual exporting, it received royalty 
payments from several foreign firms for dresses made by foreign firms in accordance 
with designs, instructions, sales materials and so forth provided by the St. Louis 
company. 

Another enterprise which adds to the colorful character of St. Louis’ foreign 
trade is the manufacture of strawhats. Handmade hat forms are imported in 
semifinished stages from Mexico, Java, and Japan. The finished hats are sold 
to all States of the Union and to over 40 foreign countries. 

In 1902, when one local firm began its business in Texas, the first hat forms 
were brought in from Mexico and converted into harvest hats for farmers. These 
same forms were also made into the slit-eared straw bonnets for horses. By 
1911, about the time the firm moved to St. Louis, imports from Java were added. 
These remain the two chief sources of hand-plaited palm leaf (generally referred 
to as “straw’’) hats. The Japanese imports are made of paper or rice straw. 

While the market for ‘‘farmers’ hats’”’ and “‘horses’ bonnets’’ has declined over 
the years with the growth of cities and cars, this has been more than offset by the 
demand for junior cowboy hats, ladies’ garden and sun hats, low-cost dress 
straws for men, and a variety of novelty models. In many other countries 
young Roy Rogers’ and Dale Evans’ now wear hats made by hand by the Javanese 
or the Indians of Mexico, and shaped, painted, and trimmed in St. Louis. 

Some domestic felt and fur forms are also used locally. The imported products 
enter the United States primarily through the ports of San Francisco, Laredo, 
New York, and New Orleans, and carry asmall tariff. In the past it was necessary 
for representatives of the local industry to travel to Mexico, Java, China, and 
Japan to arrange for purchases; now the orders are filled without visits. 

Lumber and wood (SIC 24) 

Lumber and timber basic products, millwork and related products, wooden 

containers, miscellaneous wood products. 


(1) Export and import trade 


i ! 
Firms | Firms | | Firms | Firms 
| exporting | importing Trade area exporting | importing 
| from area | to area from area 
I 


None |} 


| Eastern Mediterranean--- | None 
| None | Europe | 2 
| None || Central America.......__-| None 
Am ee 5 ] None || South America______.__- 2 None 
Australia-Oceania ‘ | None 
i 


(2) Reports of import competition 
None. 


(3) Miscellaneous comments by firms contacted 
None. 


Furniture and fixtures (SIC 25) 


Household furniture, office furniture, public and professional furniture, parti- 
tions and fixtures, screens, shades, blinds, miscellaneous furniture and fixtures. 


(1) Export and import trade 


Firms Firms Firms Firms 
importing Trade area | exporting | importing 
from area to area from area 


1 || Eastern Mediterranean... | None 
None |) Europe. Schaal 2 
None | Central America a ; None 
. 1 || South America. __-. : None. 
Australia-Oceania.-__..... None 
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(2) Reports of import competition 


Number 

: of firms 

Import classification: reporting 
Miscellaneous furniture and fixtures._................--------- 1 


(3) Miscellaneous comments by firms contacted 
None. 


Printing and publishing (SIC 27) 


Newspapers, periodicals, books, miscellaneous publishing, commercial printing, 


lithographing, greeting cards, bookbinding and related industries, printing trades, 
service industries. 


(1) Export and import trade 





| Firms Firms | 
Trade area exporting | importing |! Trade area 
to area to area 

| 
COPNB Ri ein ends icl 5 4 || Eastern Mediterranean__. 
re ae | 2 None || Europe..............:.... 
a None None |} Central America_...._.... 
Sa 8 oe | 1 None || South America........_-- 





Australia-Oceania__.__... | 1 None 


(2) Reports of import competition 
None. 


(3) Miscellaneous comments by firms contacted 


While most printers and publishers stated that they imported not at all or in 
insignificant amounts, it is well known that a considerable amount of imported 
newsprint is used locally. Most of this is purchased through jobbers, with 
direct-from-mill purchases the exception. Several domestic and Canadian paper 
firms were contacted, and two of the largest agreed that all indications were that 
the newspapers in St. Louis consume about 100,000 tons of newsprint a year. 
However, no breakdown was available as to how much of this was purchased from 
United States and how much from Canadian producers. One company stated 
“For the United States as a whole, approximately 80 percent of newsprint con- 
sumption is derived from Canadian sources, but i do not think it would be safe 
to assume that this overall ratio would necessarily be true for St. Louis.” One 
paper firm with plants in both Canada and the United States listed shipments of 
newsprint into the St. Louis metropolitan area during 1954 of approximately 
7,500 tons, valued at approximately $950,000. 


Chemicals (SIC 28) 


Industrial inorganic chemicals, industrial organic chemicals, drugs, medicines, 
soap and related products, paints and allied products, gum and wood chemicals, 
vertilizers, vegetable and animal oils, miscellaneous chemical products. 


(1) Export and import trade 


Firms Firms Firms Firms 


Trade area exporting | importing Trade area exporting | importing 
to area from area to area from area 
Canada. 5 1 
Oct k:dvnininicwopanss 6 3 
ick adindscetiinadet and 7 None 
} eee aes 10 5 
Australia-Oceania 
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(2) Reports of import competition 
Number 


a of firms 
Classification of imports: reporting 


Industrial organic chemicals 
Drugs and medicines 

Paints and allied products 
Miscellaneous chemical products 


(3) Miscellaneous comments by firms contacted 


The local factory of one large chemical firm says that while nationally its firm 
is affected by the import-export situation, the St. Louis branch is not concerned 
with this problem at all. Pure magnesium, extracted from sea water at Freeport, 
Tex., is shipped into its plant in Illinois, the only plant of its kind in the world. 
The magnesium ingots are melted and blended with small amounts of other 
metals to form magnesium alloys, industry’s lightest structural metal. The 
alloys are rolled into sheets or plate, or squeezed by extrusion into a great variety 
of rods, tubes or structural shapes in this mass-production mill. 

When the $40 million processing plant reaches full production next year, annual 
capacities will be 12 million pounds of extrusions, 16 million pounds of rolled 
magnesium and 36 million pounds of ingots. The extrusion presses used in the 
plant are imported from Germany, and comprise one of the largest imported 
production lines in the United States. 

Synthetic organic chemical manufacturers in the St. Louis metropolitan area 
are the largest employers of salaried workers in the chemical industry in this area 
and are among the foremost industrialists asking for tariff relief. The Synthetic 
Organic Chemical Manufacturers Association of the United States, of which local 
manufacturers are members, states that imports of organic chemicals have in- 
creased steadily, from $18 million in 1948 to nearly $51 million in 1953, the latest 
year for which information is available. Exports on the other hand show a declin- 
ing trend, from $461 million in 1951 to about $302 million in 1953. 1953's total 
was lower than any year since 1948 when exports were nearly $310 million. ‘The 
significance of these trends is that the industry is using less of its capacity each 
year for the production of organic chemicals for export, while the increasing 
imports reflected by the trend are steadily displacing capacity for the production 
of organic chemicals for domestic sale. e have not said, and do not now say, 
that the industry has been seriously injured as yet by these imports. What we 
have tried to call attention to is that at present tariff levels imports are steadily 
increasing while we are progressively losing our export markets. In addition, we 
are producing for domestic consumption annually well below the capacity which 
would be required for us in the event of defense mobilization.”’ ? 

Synthetie organic chemicals include plastics, pharmaceuticals, dye intermedi- 
ates, rubber and petroleum additives, agricultural aids such as DDT and 2,4-D. 
One local firm states these comprise more than half its sale. An official of this 
firm made a lengthy statement at the hearings of the Committee of Ways and 
Means of the House of Representatives on H. R. 1 (The Trade Agreements Act) 
earlier this year. Three exerpts from this statement are quoted below: 

“If Congress passes this bill and its provisions are implemented, (our firm) is 
not going to go out of business, but the character of our business will change— 
and our country will suffer. We would not research and build plants for new 
products which we know in advance can be duplicated abroad and imported into 
this country at prices which would make our production unprofitable. We would 
concentrate on products which can be produced in volume (few organic chemicals 
are produced in sufficient volume to justify continuous production-line methods) 
and which have cheap, indigenous raw materials. We would place greater em- 
phasis on our foreign plants and perhaps establish new ones. 


2 * * * * * x 


“The tremendous postwar demand for organic chemical end-products abroad 
has, in most cases, exceeded foreign production capacity. As a result, the 
American industry which is not operating at capacity is exporting. (Our firm) 
has been exporting products such as phthalic anhydride, an important base for 
paints and plastics. But when phthalic anhydride and other plants now under 
construction abroad are producing, we expect an abrupt halt to these exports. 


2 See Cc essional Record, appendix p. A1128, February 23, 1955. 
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Similarly, we have been exporting to England large quantities of monomeric 
styrene. This material has entered England duty free, but when an addition 
to a plant owned by (us) and British partners is completed, Britain will impose a 
30 percent duty. These British imports will cease. So far, imports of synthetic 
organics into the United States have not been great. However, this quantity 
provides no indication of the competition we expect at current tariff levels. It is 
most important to recognize that the prevailing export-import flow of organic 
chemicals is temporary. It will diminish as facilities in England, Germany and 
other countries increase. I believe that in the future such facilities will not only 
be adequate to supply foreign demands, but will produce for export, as planned. 


* * * * * * * 


‘“‘We are not concerned with exporting. We believe we will lose most of our 
chemical exports in time, when these foreign plants are finished. We are concerned 
with preserving our domestic market and operating in the United States profitably. 
We fully expect Germany and perhaps the British to take over the export markets, 
which they are doing in many cases as fast as their plants are completed.” 

The quoted parts of a letter from a local paint manufacturer is typical of several 
received from this type of chemical industry: 

‘““* * * We have not in the past done any exporting directly. We sell large 
paint manufacturing companies, some of whom have their own Export Depart- 
ment. Consequently, when we sell an order of merchandise, it is not possible for 
us to ascertain whether or not the material will be used in the United States or 
in the export market. In addition, we have—branches in the United States and 
one in Canada and it is very difficulty for us to ascertain what export business 
originates here in St. Louis.” 


Leather and leather products (SIC 31) 


Leather tanning and finishing, industrial leather belting, footwear cut stock, 
footwear (except rubber), leather gloves and mittens, luggage, handbags and small 
leather goods, miscellaneous leather goods. 


(1) Export and import trade 


Firms Firms Firms Firms 
Trade area exporting | importing Trade area exporting | importing 
to area from area to area from area 


2 || Eastern Mediterranean... None 2 
None |} Europe 2 5 
None || Central America_--_-._.._- 5 None 

1 || South America--_........ 


1 
| 


(2) Reports of import competition 


Classification of imports: 
Leather tanning and finishing 
Footwear (except rubber) 
Luggage 
Handbags and small leather goods 
Miscellaneous leather goods 


(3) Miscellaneous comments by firms contacted 
None. 


Stone, clay, and glass products (SIC 32) 


Flat glass, pressed and blown glassware, products of purchased glass, cement 
(hydraulic), structural clay products, pottery and related products, concrete and 
plaster products, cut stone and stone products, miscellaneous nonmetallic mineral 
products. 
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(1) Export and import trade 








| 
Firms Firms Firms Firms 
Trade area exporting | importing | Trade area exporting | importing 
| toarea | from area || to area from area 
| i} 
| | 
CE iticcd<avhaddenas 6 | 1 } Eastern Mediterranean _- None None 
Wp tcuk die detensos 2 | None || Europe..._._--._-- ; 3 3 
Pe ce ee None | 2 || Central America___..._-.- 1 None 
SE Ae ee None | 1 || South America-------- nan 2 None 
Australia-Oceania- -_---- None | None 








(2) Reports of import competition 


Classification of Imports: Number of firms reporting 
Fe COE vinci cnn cs dion ewsbhontihinnmedapanenadasdbsanin 
PIOGUON GF DUTGRGSOG MIAME. 666 ice ooclsockeewnvaldebesennnees 
ET oi: iinet sre stl atest tacie Ribena tinin en eee Rae asian teeial 
Concrete G06 DENSCET BOUIN oa.) on eck dni tnnecsantsmmanweednes 
Miscellaneous nonmetallic mineral products 


mt et et et et 


(3) Miscellaneous comments by firms contacted 


One interesting and unusual local industry is concerned with the production of 
stained glass windows. While it is a relatively small industry, a local officer of 
the Stained Glass Association of America says that it is in distressed circum- 
stances as a result of competition from European producers. Still in effect is a 
1913 tariff law provision that stained glass windows valued at more than $15 per 
square foot are “‘art objects” and as such are not subject to any tariff. At today’s 
prices this provision allows almost all imported windows to come into the country 
duty free. Because labor comprises 80 percent of the cost, foreign companies are 
able to deliver finished art glass windows at considerably lower prices than United 
States firms. Although the foreign competition is only beginning to be felt in 
the St. Louis area, the possible future effects are foreseen in the association’s 
report that 62 percent of all stained glass windows installed in the New York 
area in 1 recent year were made by European companies. The association’s 
secretary feels there is real danger of foreign competition wiping out this United 
States industry in the near future, and that some protection should be given this 
cultural craft. 

Two other small and interesting firms in the immediate area manufacture cut 
glass and ceramic art objects. Both feel they are being hurt by imports. A 
spokegman for the glass-cutting firm says that cut glass can be purchased from 

rope cheaper than he can buy the blanks here. The ceramic firm is practically 
a one-man business, and the owner fears possible Japanese competition, although 
as yet they have not injured his market. 

Several brick companies indicated they have bid on foreign contracts, but have 
not received any orders. In this regard one representative of a transport firm 
claims not all of the export business being lost by United States firms is due to 
the price advantage foreign companies may have as a result of lower costs (in- 
cluding labor). He believes many domestic firms have not thrown off the lethargy 
of the days when the United States had a seller’s market in Central and South 
America, and are not putting forth enough sales effort. He cites as an example a 
recent Cuban building project requiring a large amount of firebrick. Several 
foreign companies sent salesmen with beautifully prepared sales portfolios, and 
all their representatives spoke excellent Spanish. The United States salesmen 
spoke nothing but English, and had no prepared material except simple price 
lists. The contract eventually went to a foreign firm whose brick, though some- 
what lower in price, was definitely inferior. 


Primary metal industries (SIC 33) 


Blast furnaces, steel mills, iron and steel foundries, primary nonferrous metals, 
secondary nonferrous metals, nonferrous metal rolling and drawing, nonferrous 
foundries, miscellaneous primary metal industries. 
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(1) Export and import trade 


Firms Firms Firms Firms 
Trade area exporting | importing exporting | importing 


None 
None None 


(2) Reports of import competition 


Classification of imports: 
Blast furnaces and steel mill products 
Iron and steel foundry products 
Primary nonferrous metals 
Nonferrous metal rolling and drawing (products) 


(3) Miscellaneous comments by firms contacted 
None. 


Fabricated metal products (SIC 34) 


Tin cans and other tinware, cutlery, hand tools, hardware, heating and plumbing 
equipment, structural metal products, metal stamping and coating, lighting 
fixtures, fabricated wire products, miscellaneous fabricated metal products. 


(1) Export and import trade 


Firms Firms Firms Firms 
exporting | importing exporting | importing 
to area from area to area 


Eastern Mediterranean --- 
Europe 
Central America 


Asia 1 |} South America 
Australia-Oceania ___---- None 


(2) Reports of import competition 


Classification of imports: 
Cutlery, hand tools, hardware 
Metal stamping and coating 
Fabricated wire products 
Miscellaneous fabricated metal products 


(3) Miscellaneous comments by firms contacted 


One local jobber of wire has until recently handled domestic wire only, and 
pene to buy in the domestic field. Forced by competition to purchase Belgium 
arbed wire in order to meet its price, he now actually sells more of the imported 
wire than of the domestic. There have been no complaints about the quality of 
the Belgium wire, and the price is considerably lower. In 1954 Belgium wire 
could be purchased for $5.93 a spool, and sold for $7.45. Domestic wire cost 
$7.02 and sold at $8.11. In 1955, increased shipping rates have raised the price 
of Belgium wire to $6.63 a spool, but it can still undersell American produced 
barbed wire. 

The president of this firm says that domestic steel companies are not con- 
cerned about the import of wire, as the quantity entering this country is still 
negligible. In his opinion if imports were to increase appreciably, efforts to 
impose a tariff would be made. le hae still refrained from buying imported nails 
and other fabricated metal products, even though they are available at a favorable 
price. Fears that excessive trade with countries employing cheap labor might 
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force us to lower our wages and lower our own standard of living was given as 
the principal reason for this policy. 

A distributor of domestic hollow-drill steel says that he is losing sales because 
this steel (used principally in quarries and mines) is now being imported from 
Sweden and Switzerland. He says the imported product undersells the domestic, 
and that at least one large user in the St. Louis area now purchases only the 
i rted product. 

wo jobbers representing ball-bearing firms say sales in this area are not now 
harmed by imported bearings, but note that competition from foreign firms has 
become very stiff in the East. They call attention to the fact that such imports 
have only very recently been made available on a nationwide basis, although 
they have been coming into this country for some time from Germany, Switzer- 
land, and Italy. It now remains to be seen what effect their nationwide distri- 
bution will have. One of the jobbers says his customers resist buying imported 
bearings, despite their lower price, because they fear the products also have lower 
quality. In spite of the fact that these imports are competition for his products, 
this executive points out that these fears of inferior quality are probably unfounded, 
since American engineers went to Europe under the auspices of the United States 
Government to help gear bearing production to United States standards. 

Several manufacturers of fabricated metals felt they did not have sufficient data 
to complete the detailed questionnaire. Letters received from these firms were 
similar to the following: ‘‘Although many of the * * * fabricated in our aoe 
are destined for export to foreign countries, we frankly are unable to locate t 
ultimate customer as our naatest are sold to engineering companies in the 


United States. We do not deal directly with foreign customers.” 
Machinery (except electrical (SIC 35) 


Engines and turbines, tractors and farm machinery, construction and mining 
machinery, metalworking machinery, special industry machinery not elsewhere 
classified, office and store machines, general industrial machinery, and service 
and household machinery, miscellaneous machinery parts. 


(1) Export and import trade 


Firms Firms 
exporting | importing 


(2) Reports of import competition 


Classification of imports: 
Special industrial machinery 
General industrial machinery 


(3) Miscellaneous comments by firms contacted 


One representative of local manufacturers of machine tools and industrial 
supplies feels St. Louis itself is not seriously affected at the moment by machine 
tools imported from Europe, though on a nationwide basis there may be some 
injury to the industry. e personally believes that the volume of imports is 


settling down, and may actually decline in the near future now that domestic 
production is so high. 


Electrical machinery (SIC 36) 


Electrica] industrial apparatus, electrical appliances, insulated wire and cable, 


engine, electrical equipment, electric lamps, communication equipment, miscel 
laneous electrical products. 
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(1) Export and import trade 





j | 
Firms Firms | Firms | Firms 
Trade area exporting | importing || Trade area exporting | importing 


to area from area to area | from area 


Canada . | Eastern thine 1 1 | None 
Mexico B Europe ; 5 None 
Africa Central America. - -----.-- 4 1 
4 


me South America None 
Australia-Oceania 


(2) Reports of import competition 
Number 


of firms 
Classification of imports: reporting 


CTS COR TNCUNCCE RE nn ice owe sine ceo 2 
DA OCUMIDS CRUCUT IONE SEINE So on ke ea ee acuenneyeaneuee 1 


(3) Miscellaneous comments by firms contacted 


One St. Louis distributor of industrial machinery represents a firm which 
manufactures the heating, cooking, and pasteurizing machines used in many 
local dairies. According to this spokesman, one local dairy recently installed a 
British-made unit of similar design at a price 10 percent lower than domestic 
manufacturers could meet. He feels that the foreign wage-scale differential and 
high United States taxes (which he estimates at 30 percent of the total price) 
combine to give the foreign manufacturer an unfair advantage. In his opinion a 
tariff should be imposed sufficiently high to equalize these costs. 


Transportation equipment (SIC 37) 


Motor vehicles and equipment, aircraft and parts, ships and boats, railroad 


equipment, motorcycles and bicycles, transportation equipment not elsewhere 
classified. 


(1) Export and import trade 


| |} 
Firms Firms | Firms | Firms 
Trade area exporting | importing Trade area exporting | importing 
to area to area from area 


Eastern Mediterranean_-- None 


Europe Do. 
Central America __ Do. 


South America Do. 
Australia-Oceania - 


(2) Reports of import competition 
Number 
of firms 
reporting 
Classification of imports: Motor vehicles and equipment---.-. 


(3) Miscellaneous comments by firms contacted 
None. 
Instruments and related products (SIC 38) 


Scientific instruments, mechanical measuring instruments, optical instruments 
and lenses, medical instruments and supplies, ophthalmic goods, photographic 
equipment, watches and clocks. 
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(1) Export and import trade 


Firms Firms Firms Firms 
Trade area exporting | importing Trade area exporting | importing 
to area from area | toarea from area 


——__| s ipep-anieannentpbinndianse~teiibatiadoisind ae 


None |} Eastern Mediterranean_- None 
None || Europe is 2 
None Central America. None 

1 |} South America 5 None 
None 


(2). Reports of import competition 
Number 
of firms 
reporting 
Classification of imports: Scientific instruments 


(3) Miscellaneous comments by firms contacted 


Local distributors contacted do not import directly, and feel we can easily get 
along with American-made goods in this field. They state that even with the 50 
percent ad valorem duty now imposed, the instruments imported from Germany, 
Switzerland, Italy, Sweden, France, Norway, and England can undersell domestic 
manufacturers. “They claim scientific instruments from Japan and Italy, and 
cameras and photographic supplies from Japan and Germany, are particularly 
strong competitors in the American market. 


ALL OTHER INDUSTRIES, NOT ELSEWHERE CLASSIFIED 


Tobacco manufactures (SIC 21) 
Paper and allied products (SIC 26) 


Pulp, paper, and paperboard, paper coating and glazing, envelopes, paper bags. 
paperboard containers and boxes, pulp goods and miscellaneous paper products 


Petroleum and coal products (SIC 29) 


Petroleum refining, coke and byproducts, paving and roofing materials, mis- 
cellaneous petroleum and coal products. 


Rubber products (SIC 30) 


Tires and inner tubes, rubber footwear, reclaimed rubber, rubber industries not 
elsewhere classified. 


Miscellaneous manufactures (SIC 39) 


Jewelry and silverware, musical instruments and parts, toys and sporting goods, 
office supplies, costume jewelry and notions, plastic products not elsewhere classi- 
fied, miscellaneous manufactures. 


(1) Export and import trade 


; i ' 
| Firms | Firms | Firms | Firms 
exporting importing | exporting _ importing 
| | from area | toarea | from area 
| Eastern Mediterranean -- N None 
| Europe = d 
Central America 
South America. -_- 
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(2) Reports of import competition 


Classification of imports: 
Pulp, paper, and paperboard 
Paperboard containers and boxes 
Pulp goods and miscellaneous paper products 
Coke and byproducts 
Miscellaneous petroleum and coal products 
Reclaimed rubber 
Jewelry and silverware 
Toys and s 
Office supp 
Costume jewelry and notions 
Plastic products, not elsewhere classified 
Miscellaneous manufactures, not elsewhere classified 


(3) Miscellaneous comments by firms contacted 


A local distributor of Belgium sporting and hunting guns finds an excellent 
market for his guns in spite of the fact that the 20 percent ad valorem duty makes 
them more expensive than comparable guns produced in the United States. He 
employs approximately 60 people, all of whose jobs are directly dependent upon 
imports. He believes the Eisenhower program of expanded trade is a step in 
the right direction, and says: ‘“‘We in the United States have always wanted to 
export more than we import, which is selfish and shortsighted. There must be 


a balance of trade. If we are to live in the world and get along with our allies, 
we must import to export.” 


To INTERVIEWERS FOR TRADE SURVEY 
Leagues of women voters of metropolitan St. Louis, February 1955 


Your assignment is: 
Name of firm 


Telephone 
Person to be interviewed 


Kickoff meeting March 10, 9:30-10:30 a. m., Grace Methodist Church, Skinker 
and Waterman. Breakfast, 25 cents. Baby sitting 75 cents, 9:30-12:30. Call 
by March 8 for reservation. 


INFORMATION——-SPEAKERS 


Interview: Call your firm March 2-4 to confirm appointment requested by our 
letter for March 10 at 11:30 or 1:30 or just as soon as possible thereafter. If you 
can’t get an appointment, arrange to pick up the questionnaire. The object of 
the interview is to pick up the questionnaire. Also to ask your man to check an 
opinion questionnaire (copy attached). If he doesn’t want to, that’s all right. 
Listen to what he has to say and make notes. Don’t argue. 


Return questionnaire to promptly. All must be in the league 
office by March 15. 


‘FACTS YOU'LL WANT TO KNOW ABOUT THE SURVEY 


The attached questionnaire has been sent to 600 manufacturing firms which 
either export or import or assert that their markets are being lost through import 
competition. Presumably it will be completed by the time of the interview. 
But take this copy in case it hasn’t. This survey should give us the facts about 
foreign trade in the St. Louis metropolitan area. 

It may be that your questionnaire will be in a sealed envelope. If so, leave it 
in the envelope. Assure your manufacturer that the reports are confidential and 
“ firm names will be deleted in tabulating the information on questions 6, 7, 
and 8. 

The “opinion” questionnaire is being related to a random public-opinion poll. 
We hope that most of those interviewed will answer because we think it will be 
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interesting to compare the opinions of those directly concerned and the ‘‘man on 
the street.” 

All your questions will be answered at the kickoff mee 
possibly make it and there’s something you need to know, 


CHAMBER OF COMMERCE OF METROPOLITAN Sr. Lovis, 


St. Louis, Mo., February 23, 1966. 

Dear Srr: Thank you so much for returning our preliminary questionnaire, 
showing your firm’s interest in foreign trade. Indications are that St. Louis has 
more foreign trade than most of us realize, but only through the cooperation of 
firms such as yours can we get an accurate idea of the importance of foreign trade 
to the St. Louis metropolitan area. 

Your kindness in filling in the attached detailed questionnaire will help give us 
the complete local-foreign trade picture. All financial information will be kept 
absolutely confidential. The other information will be published only in tabu- 
lated form, except that the chamber wants to issue, as a result of the survey, a 
foreign-trade directory. This will be distributed free of charge all over the world 
to establish countless new connections for St. Louis business. 

We hope that it will be possible for you to have the questionnaire filled in by 
March 10. On that day an interviewer will call on you preferably at 11:30 a. m. 
or 1:30 p. m. to pick it up and to talk with you. She will call you before that 
date to confirm the interview. If you do not have time to talk with an inter- 
viewer, we should appreciate it if you would leave the questionnaire with your 
secretary to be picked up on March 10. You may seal your filled-in questionnaire 
in an envelope if you prefer. 

Thank you again for your help in our foreign-trade survey. We do hope the 
results will be valuable to you and to St. Louis. 

Sincerely yours, 
Davin kK, NEwMAN, 
Manager, Foreign Trade Division. 
Mrs. DonaLp KENNETT 
Chairman, Metropolitan St. Louis Trade Survey League of Women Voters. 


ForEIGN TRADE QUESTIONNAIRE 
Firm name 


Address 
(Please type or print answers:) 


1. What year was your firm or predecessor organization established? 
Is this the home office? A branch? -__.-_-- 

Note.— Whether home office or branch please answer all questions on the basis 
of operations in the St. Louis metropolitan area only. 

2. When did you first engage in foreign trade? __-~-_- 

3. What was your average employment during the past year? -__.-- 

4. Please check which section of the world you consider your major import 
source and export market: 


Specify main 
Before 1945 1945-54 Future pana 

| oe 

J | 


——$— preterm Timeey 
ports| Exports Imports) Exports! Im ports|E xports| Imports 
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Norte.—Attached to this questionnaire is a copy of the standard industrial 
classification used by the United States Department of Commerce. We hope 
this will facilitate your answers to the next four questions. In each question 
where product information is required, it will be necessary only to give the stand- 
ard industrial classification (SIC) numbers of the categories which most closely 
approximate the description of your product or products. For example, if you 
are concerned in question 5 with foods, you will look under the section labeled 
“Food Products”’ and will list as the products which suffer from import competi- 
tion the SIC numbers which apply in your particular case. (Of course any addi- 
tional product information you wish to include will be of interest to the survey. 
You may note this information on the back of p. 1 of the questionnaire.) 
gj 5. @ ae of your products suffer from import competition? (SIC descrip- 
Aon oO. 

(b) Which are threatened? (SIC description No.) 

(c) What percent of your total sales do these products represent? (estimate) 

The CHarrMan. We thank you very much for your appearance and 
splendid statement. 

Mrs. Rugespuausen. Mrs. Benson will be next, Mr. Chairman. 

Mr. Mitts. Mr. Chairman. 

The Cuarrman. Mr. Mills. 

Mr. Mitts. Our colleague and very distinguished friend, Congress- 
man Paul Brown, wanted me to inform the committee, when Mrs. 
Benson testified, that she is a friend and constituent of his, a friend 
of several years, he said, without any embarrassment to Mrs. Benson, 
that he wanted the committee to know that she is one of the out- 
standing women in Georgia and a very outstanding leader in the 
entire Southeast. 

Mrs. Benson. Thank you, Mr. Mills. 

The CuarrMan. We appreciate your appearance, Mrs. Benson, 
and will be glad to hear you. 


STATEMENT OF MRS. CHARLES G. BENSON, PRESIDENT, LEAGUE 
OF WOMEN VOTERS, ATHENS, GA. 


Mrs. Benson. I am Mrs. Charles G. Benson, president of the 
League of Women Voters of Athens, Ga., and chairman last year of 
the committee which made a trade survey of Clarke County. Surveys 
of their counties have been made by three other Georgia leagues. 
On the basis of these four surveys, I am here to speak in favor of the 
Organization for Trade Cooperation. 

Clarke is the smallest county in Georgia. With its area of only 
115.7 square miles, and its 40,000 people, it is hardly a drop in the 
bucket of the Nation’s economy. But what is happening to us may 
be significant as a very small sample of what is happening in many 
parts of the South. 

Until 2 or 3 generations ago, Clarke Countians groaned unanimously 
under the hardship of having to make a living out of one unsupported 
crop—cotton. Practically everything used in its production had its 
price increased by high tariffs. The very words, “protective tariffs,” 
made us see red. 

Our survey shows, however, that cotton has now dropped from its 
preeminent position to sixth on the list of agricultural products. 
Poultry has shot to the top, with dairying, livestock, wheat, and corn 
following in that order. Nor is diversity of crops our only change; 
Clarke County is becoming industrialized. The number of its citizens 
engaged in farming has dropped to 752, as against about 4,000 em- 
ployed in industry. 
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I might say, too, that we have five people engaged in mining, but 
we felt that was not significant enough to include in the survey. 

Turning first to the farmers to see what changes—if any this econ- 
omic upheaval might have made in traditional attitudes toward world 
trade, we secured interviews with 15 farmers, chosen with the aid of 
the county agent, as representative of the various types of farming in 
Clarke County. Of the 15 farmers, 12 held stoutly to their belief in 
expanded world trade and lowering of tariff wall. Only one main- 
tained that tariffs should be raised whenever imports competed un- 
duly with domestic goods. Four others joined him to the extent of 
conceding that in the event of disastrous competition, domestic pro- 
ducers should have some protection. The farmers generally saw a 
connection between trade and our foreign relations. Several ex- 
pressed a willingness to make some sacrifice in the interest of inter- 
national peace and good will. 

To represent the 4,000 people employed in industry, interviews 
were held with 25 manufacturers, 10 of whom made textiles or related 
products, 15 making a great variety of things, from baseball bats to 
candy bars. Clarke County industry seems about equally divided 
between textile and nontextile manufacturers: 10 of the nontextile 
manufacturers favored reduction of trade barriers, the other 5 wanted 
some protection from competitive imports. 

Surprisingly enough, 4 textile manufacturers favored lowering tariffs 
to promote mutual world trade, although 2 of the 4 already found 
foreign goods competitive. One textile man was lukewarm, the other 
five strongly opposed tariff reductions. As the protectionists included 
some of our largest companies, it appears that over half the people 
working in textiles are employed by firms who believe themselves hurt 
by competitive imports. Thus industry seems almost equally divided 
in Clarke County between the protectionists and the concerns who 
believe trade expansion is more to their interest. For the sizable 
majority in Clarke County which still supports liberalized trade pol- 
icles, we must turn to the farmers, people engaged in service trades, 
and professional people, the last being numerous here because of the 
State university. 

Touching briefly upon the other three surveys, the excellent one 
from Chatham County shows that Savannah’s importance as a port 
is a large factor in the great enthusiasm for trade expansion expressed 
by an overwhelming majority of the persons interviewed. A few 
advised care that domestic products be not unduly hurt by compet- 
itive imports; but the imports admitted at Savannah are described 
as being mostly noncompetitive. 

The mteresting survey from Thomasville shows that the persons 
interviewed, with two exceptions, believe that lower tariffs will 
“enliven world trade, enrich the country including Thomasville, 
improve the standard of living all over the world,” and that they will 
“relieve world tensions and contribute to peace.” The survey from 
Albany shows that though a few Dougherty Countians specify that 
domestic industries should receive consideration where they can show 
definite injury from foreign competition, they are enthusiastic cliam- 
pions of increased world trade. 

To summarize, these surveys would seem to make clear that though 
Georgia no longer stands in solid opposition to protective tariffs, a 
very large majority favors a lowering of trade barriers. A strong and 
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quite vocal minority, mostly textile men, think—perhaps correctly— 
that their industry is menaced by imports from nations whose pro- 
duction costs are held low by their very low wage scale. 

It would seem to us, however, that opposition to OTC should not 
follow as a logical consequence. The hurt industries above all others 
would appear to need the help of a permanent organization, whose 
purpose is the peaceful adjustment of trade differences, rather than 
resort to the destructive trade war which is the alternative to co- 
operation. They, along with the rest of our Nation, are faced with a 
choice between facing up to the problems involved in expanding world 
trade, or withdrawing into a dwindling domestic market. Their 
economic soundness is dependent, like that of the rest of us, upon a 
healthy national economy, which in turn is at least partially bound up 
with the good of the rest of the world. 

I should like to mention briefly a survey which has just come in to 
me. We had hoped that Atlanta would complete her survey before 
we gave this testimony. I just had a special-delivery letter contain- 
ing a draft of the Atlanta survey. I have not been able to even read 
it throughout. But I would like to give you some of the facts given 
in the summary. 

The survey included 144 manufacturing firms in the Atlanta area, 
and it shows that some goods and services are exported by 53 percent 
of the manufacturers, and imported by 42 percent of the manufac- 
turers interviewed. Of those firms answering questionnaires, 74 
percent indicated that they do not suffer from any import competi- 
tion. There were only 16 percent of those interviewed who claimed 
that they were hurt by imports. This is a much lower proportion 
than we found in our Clarke County survey. As the Atlanta indus- 
try has a great many textile people, I am rather surprised at those 
figures. But that is what their survey found, and it further reinforces 
our belief that despite the definite claim which some of us believe 
that the textile people have, or certain branches of the textile people 
have, that they are hurt by foreign competition, their claim seems to 
us to be outweighed by the good of the Nation as a whole, and their 
own ultimate good depends upon a healthy economy. So the final 
result of our survey seems to be that in our area, expansion of world 
trade and increase of exports is more important than the protection 
of the imports, although I do not feel that those firms, personally 
speaking, should be entirely ignored, and I think their plight should 
have some consideration. 

I believe OTC will help in the solution of their problems rather 
than hurt the solution of their problems. I would like very much to 
file our complete survey of Clarke County. 

The Cuarrman. I was going to say without objection you have 
permission to include that, or if you want to revise it or change it in 
any way, you have permission to do that. 

(The information referred to follows:) 


Let’s Take a Loox at CLARKE County 


(Trade survey by the League of Women Voters of Athens, Ga.) 


On a map of Georgia, you will find Clarke the very smallest county. On a 
map of the United States, it is a mere dot. But to the more than 38,000 people 
living within its 115.7 square miles, it is, of course, the hub and center of the 
universe. So let’s take a look at Clarke County. 
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Let’s try to see the effect upon our diminutive county of the trade scuttling 
back and forth across the ocean in the holds of great ships. In 1953 $17,777,- 
600,000 worth of trade came into the United States; $15,625,800,000 worth went 
out. Members of the League of Women Voters all over the Nation are busy 
studying the effects of this trade on their own counties and congressional dis- 
tricts. Five such studies are being made in Georgia. Just because we are a 
little county, we must not think we are too insignificant for it to matter how this 
great volume of trade touches us. 

It touches us in several ways. It affects our pocketbooks. It affects what 
we have to eat and drink, to wear, to read, even the springs in the beds we sleep 
on. And it affects the security—or insecurity—in which we shall continue to 
inhabit our small dot on the globe. 

The main object of this particular inquiry, however, is to find out how foreign 
trade affects our pocketbooks. We shall see that it touches them first through 
our production—agriculture, manufacturing, mining. Since only five people in 
Clarke County are engaged in mining we must regretfully set them down as 
negligible. But 5.7 percent of Clarke countians are engaged in agriculture, 
another 18.2 percent in manufacturing. And believe it or not, whether this 23.9 
percent of our people prosper or go broke, affects every single person in the 
county. 

Another omission which we regret is that of the biggest producer in Clarke 
County—the University of Georgia. Though it turns out a most important 
product—girls and boys presumably educated—it could not properly be classi- 
fied as either agriculture, manufacturing, or mining. So we could find no way 
logically to include it, though leaving it out did leave another big gap in the 
economic picture of Clarke County. 

So the League of Women Voters of Athens—or members of its international 
relations committee, plus extra volunteers for the trade survey went to the 
county agent and to the university’s department of continuing education to find 
out about our farmers and what they produced. Then they went to the chamber 
of commerce and to the Jaycees to ask the same questions about our manufac- 
turers. From our agricultural consultants this is: 


WHAT WE LEARNED ABOUT AGRICULTURE IN CLARKE COUNTY 


The principal farm products in 1954 were: 


Poultry (including eggs) 
Dairy products 
Livestock 


80, 000 
47, 000 

(Drought cut the corn crop in two in 1954. Normally it would have been 
about $160,000.) 

We learned from the consultants that practically all of those $500,000 worth 
of eggs and chickens grown in Clarke County were eaten in the United States. 
Though in 1953 the United States exported $21,600,000 of eggs and egg products, 
this was a negligible fraction of our national production. We learned, too, that 
we regularly drink all the milk we produce, right here in Clarke County, except for 
very small seasonal surpluses, and we eat every bit of our corn or feed it to our 
livestock and poultry. So that leaves only cotton, wheat, and—in lesser amount— 
beef products to be shipped abroad. 

As a matter of fact, most of the cotton grown in Clarke County is used by the 
mills right here within the county, and most of our wheat is consumed within the 
county. But about 25 percent of the Nation’s cotton and 35 percent of the 
wheat is exported. These large exports draw off this much of our surpluses, and 
help to stabilize prices and demand for cotton and wheat. When cotton and 
wheat grown in another county or State are sold abroad, it helps Clarke County 
farmers by relieving them of that much competition against their own products. 

Having learned these basic facts, the Women Voters sallied forth armed with a 
list of 18 farmers representative of the various types of farming in the county, and 
with questionnaires to fill in with their facts and opinions. We traveled in twos, 
s0 as to give one another moral support. But we did not need moral support. 
The farmers and their wives received us graciously, and readily cnnvered our 
questions. Sometimes a farmer shouted his answers down from a roof he was 
mending, and sometimes we waited while he fed the chickens, but always he was 

75018 —_58——34 
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interested. For one reason or another (mostly uncertainty as to his own views) 
3 farmers did not fill out their questionnaires; but 15 out of 18 did—which anyone 
will tell you is a fine percentage. 


THIS IS WHAT WE LEARNED FROM THE 15 FARMERS 


All 15 were interested in the foreign trade policy of the United States. Twelve 
believed that we should encourage the sale of surplus United States goods abroad 
by keeping tariffs low enough to allow foreign nations to earn dollars through sale 
of goods to the United States. They believed, however, that tariff reductions 
should be gradual, allowing industry time to adjust to changes. 

Only one farmer thought tariffs should be raised every time imports competed 
unduly with a domestic product. The same farmer opposed allowing imports to 
compete with our agricultural products, ‘‘so long as industry is protected.” 

When asked whether foreign beef should be allowed to compete with home- 
produced beef, 11 farmers felt that a reasonable competition was desirable, ‘‘since 
this is one way to keep prices down for the consumer in this country,” as one of 
them expressed it. This farmer, however, and four others favored some degree of 
protection if competition became disastrous. 

All 15 farmers favored foreign trade policies which would contribute to national 
defense, but were not entirely clear as to just what such policies should be. Four 
farmers, admitting frankly that they were not well enough informed to pass 
judgment upon specific trade policies, stated that they were for policies which 
were ‘‘in the best interest of the country as a whole, not just of a particular group,” 
including their own. 

When asked their opinion of the price support program for farm products, 6 
were unequivocally for supports; 3 thought the degree of support needed careful 
study; 4 regarded supports as emergency measure, to be discarded as soon as 
possible. Two, while thinking some support perhaps necessary, believed that 
they had done harm. One said that subsidies encouraged overproduction, for 
which ‘‘taxpayers must foot the bills.’ The other, a poultryman, pointed out 
the unfairness of a partial support system. He said, “I feed my hens price- 
supported grain. But egg prices have no support; so in times of overproduction 
they crash.” 

Many farmers were concerned about the surpluses which the Government has 
purchased under price supports. Ten believed that tariffs or quotas to cut off 
foreign competition on price-supported agricultural products would have to be 
maintained as long as supports continued, else the whole purpose of agricultural 
subsidies would be defeated, and the Government would find itself having to 
buy up yet more surplus farm products. 


WHAT WE LEARNED ABOUT MANUFACTURERS 


The chamber of commerce obligingly furnished a list of Clarke County man- 
ufacturers and their products, and helped us compile from this a shorter list 
including at least one maker of each product. We divided this list into ‘‘Textile 
and related industries’ and ‘Other manufacturers.” 

The Jaycees kindly undertook to distribute questionnaires to about a fourth 
of the manufacturers. Women voters set out to contact the others. 

Here we began to strike a few snags. Several manufacturers appeared to 
avoid us. We believe this was simply because they were fed up on filling out 
questionnaires and who could blame them? Two or three executives eyed us 
askance as though asking themselves, ‘‘Now, why should the women voters come 
prying into our business?’ Then there were the branches of the parent com- 
panies. Some of these complied cheerfully. Others said they were forbidden 
by their “‘parents’”’ to answer any questions; that information would be made 
available to the national league from the head office by the parent company. 
As parents, we could but admire, even envy, their exemplary obedience. But 
we regretted the big hole thus left in the economic picture of Clarke County. 

Despite these various eliminations we got 25 questionnaires filled out. We 
think these 25 represent practically every type of manufacturing in the county. 
We found a great variety of industries tucked away in odd corners of Athens 
most of them owner-operated. And we found the manufacturers just as in- 
terested and courteous as the farmers, most of them glad to pour their problems 
into our listening ears. 
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FACTS LEARNED FROM 25 MANUFACTURERS 


Clarke County manufacturers produce: 


By 10 textile and related manufacturers: Cotton work shirts, pants, 
coveralls, yarn, braid, clotheslines, mops, nylon hosiery, belts, and bands for 
machinery, elastic and other braids, knitting machines. The value of the 
output of 7 of these companies was reported as totaling $5,300,000 in 1953. 
The number of employees ranged from 10 to 275, averaging 93. 

By 15 other manufactures: Aircraft instruments, baseball bats, candy 
bars, canning equipment and supplies, clock dials, fertilizer, lumber, mill- 
work, milk products, soft drinks, meat products, blacksmithing products. 
Seven of these companies reported dollar values totaling $8,366,095. Ten 
of the 15 reported number of employees, ranging from 2 to 170, with an 
average of 46. 


Clarke County manufactures export: Knitting machines ($100,000 annually) ; 
belts and bands ($2,000 annually); baseball bats; canning equipment; clock dials; 
aircraft instruments. 

Clarke County manufacturers use these imported materials: Coconuts, coca 
beans, and sugar from Philippines and Africa; cocoa and vanilla from India, 
Holland, South America; chemicals from England, Germany, Spain, and Chile; 
marble from Italy; materials used in machine production from Sweden. 

Imports competing with Clarke County products: About half the textile manu- 
facturers report competitive imports such as: Work clothes from Japan, hosiery 
from Germany, knitting machines from England, Germany, Italy, and Spain. 

About a third of the ‘‘Other’”’ manufacturers report competitive imports such as 
dry butterfat from Denmark, canned beef and chemicals. One firm even feels 
that tea and coffee compete with local bottled drinks. 


Through interviews we learned these: 


OPINIONS OF THE 25 MANUFACTURERS 


Of the 10 textile manufacturers, half favored expanding foreign trade; 10 out 
of 15 “Other”? manufacturers favored trade expansion. The textile industry 
emerged as clearly the strongest opponent of lower tariffs in Clarke County, 
6 out of the 10 textile manufacturers reporting present or anticipated injury to 
their business from competitive imports. A maker of elastic braid thought 
H. R. 1 should be ‘“‘amended to keep tariffs at present levels on elastics.”” A maker 
of hosiery has just returned from a visit abroad alarmed at the prospect of com- 
petition from foreign manufacturers (especially in Germany), ‘‘working at high 
speed with the most modern machinery” and “able to produce hosiery nearly 
half as cheap as we can make it.’”” He thinks the Government should clamp down 
on the unions, and put a “ceiling as well as a floor on wages’. He says foreigners 
are “‘competing right now in the Near East as well as Central and South America.” 
He does not say that they compete at present in America, but he fears future 
competition. 

A maker of endless hook type round belts and bands put the protectionist view 
well and temperately. He said that cotton mills now operate on a narrow margin 
of profit and not at full time, due to a surplus of cotton goods probably resulting 
from two things—overexpansion during the war, and the competition of synthetic 
materials. He thought that the further reduction of margin resulting from lower 
tariffs would put many cotton mills out of business. He said, “Our mills couldn’t 
compete with cheap Japanese labor. Our customers (the cotton mills) would be 
hurt, and therefore us.” 

When asked what he thought of converting to some other form of production 
which would not have to face such competition he pointed out the financial diffi- 
culty; when one was just getting a small business on its feet, scrapping equipment 
and raising money to convert was not easy. 

Concerned over the problems of this young manufacturer, and even over those 
of the big branches of parent companies, the absence of whose statistics left such 
a hole in our economic picture of Clarke County, we consulted our United States 
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Department of Commerce figures. These are their latest statistics, covering the 
first 10 months of 1954 for the whole country: 


United States 


At first glance these figures would seem to knock the props from under the 
rotectionist case. They show clearly that in the first 10 months of last year, the 
nited States exported in raw and semimanufactured cotton goods more than 
10 times the value of her imports of manufactured cotton goods. As to Japan, 
the most dreaded competitor, we sold her in raw and semimanufactured cotton 
goods almost nine times the value of the manufactured cotton goods which she 
sold us. What more could any country ask? 

As we thought these figures over, however, it became apparent that the rougher 
cotton goods we sold Japan, while helping other sectors of our economy, would not 
ease the competition which our manufacturers of finished cotton goods would have 
to meet from Japanese finished products. We thought of the standard argument 
that if our skilled labor, using our superior machinery, can produce 10 times as 
much per hour as cheap labor using inferior machinery, then we can pay our 
laborer 10 times as much per hour and still keep our unit labor cost the same. 
But this did not seem to apply fully to the Japanese, who are understood to be 
rapidly acquiring our skills and our machinery. Difference in labor costs would 
be partially offset by transportation over the vast distances which the Japanese 
goods must travel, but apparently only in part. 

This whole question brought us face to face with the grimness of the trade 
situation, the fact that whatever our Government does, somebody is bound to be 
hurt. For trade is a two-way street. We are faced with the fact that if we don’t 
buy Japanese products, so Japan can earn dollars with which to pay for our raw 
and semimanufactured cottons, then Japan will be forced to turn to someone 
willing to engage in mutual trade with her. The nation most ready and willing 
to do that is Communist China. If we don’t trade with Japan, we can’t reason- 
ably expect her to just sit still on her crowded little island and starve, for the island 
cannot grow enough to feed herself. She must sell her manufactured goods in 
order to exist. 

Moreover, and aside from the international implications, what would happen 
to the American producers of that $157,400,000 worth of raw and cahaantlinn: 
tured cotton which they have been selling to Japan? Is not the preservation of 
their market as important to them, as support of textile prices is to our manu- 
facturers of fine cotton goods? And their number is nearly nine times as great. 
What criterion can the Government apply to measure the various conflicting 
interests in our own country? Shall it try to secure the greatest good for the 
greatest number? Should it think first of the whole national good? For if, 
through overprotection of one industry, the whole economic structure is hurt, 
then would not even the protected industry soon begin to suffer along with the 
rest of the Nation? Might it not even suffer greater disaster than if it had to 
adjust to the stern facts in the beginning? 

A question which logically follows is whether the Government should aid those 
manufacturers whose business has been hurt by a lowering of the tariffs under 
which they were nurtured and brought into being. We shall take up that ques- 
tion after considering that segment of the textile business which favored lower 
tariffs. Surprisingly, 4 out of the 10 textile manufacturers believed in lower 
tariffs. A maker of hosiery said that so far his business had not been hurt by 
foreign competition. He stated his belief that we must admit competitive goods, 
because “This is One World.” A manufacturer of “yarn for knitting trades’ 
thought that trade must be expanded ‘‘to move our surplus goods and give other 
countries advantage of our products. Better relations with others if we trade.’’ 
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A maker of textile machinery has found himself in competition with English, 
German, Italian, and Spanish products. He does not feel that his business has 
been unduly hurt. He said, “I believe in Government loans to aid a hurt business 
to go into another field, but do not believe in subsidies to keep an uneconomic 
business in operation.”” As an example, he cited the horse collar business. He 
said that when horses began to be replaced by machinery, the horse collar business 
was no doubt hard hit. But if the Government had rushed to subsidize this hurt 
industry, think how many surplus horse collars would now be on our hands! 

A manufacturer of cotton work clothes has found himself in competition with 
Japanese goods, but so far has not suffered. He stands for “free, unhindered 
trade,’’ and favors ‘‘cutting off all subsidies.” Like the maker of textile machin- 
ery, he does not believe in using tax money to continue a business that is eco- 
nomically unsound. He says he will convert to another business if he ever finds 
himself unable to meet Japanese competition. 

Returned to the question of what—if anything—should be done to aid industries 
suffering because of lowered tariffs, exactly half of the 40 people interviewed 
thought that injured industries should be given help in some form. Opinion was 
divided as to the form this aid should take—subsidies, educational help in improv- 
ing methods of production so as to meet competition, or loans to convert to 
another business. Several approved two, or even all three methods. Seven of 
the persons favoring aid to injured industries were farmers. Ten people were 
against such aid because they opposed increased subsidies in any form, holding 
that we should work for reduction of the subsidies we have. The remaining 10 
did not take a stand either for or against. Seventeen of the 25 manufacturers 
and all 15 farmers favored some form of protection for industries vital to defense— 
either tariffs, quotas, or stockpiling, or a combination of methods. 


SUMMARY 


There was a general agreement among the 40 Clarke Countians interviewed that 
to expand our exports was desirable, and also our imports of those goods which 
we lack entirely or are short of. Over two-thirds definitely favored such expan- 
sion, only one gave an unqualified no. 

The ‘‘$64 question’”’ was, of course, how they stood on lowering tariffs, so as to 
admit more competitive goods, so that foreign countries might earn the dollars 
with wbich to buy more goods from us. 

The farmers, who need to export their agricultural surpluses, were more 
generally for lowering tariffs; the manufacturers, who fear foreign competition 
against their manufactured goods, were more generally against. But the division 
in this respect was not quite so clear-cut as it used to be. Many farmers realized 
that agricultural subsidies were the counterpart of protective tariffs to industry. 
Many manufacturers realized that protective tariffs were actually subsidies to 
manufacturers. They thus had some understanding of one another’s problems. 
For instance, one manufacturer said, ‘‘ Except in the case of products essential to 
national defense, tariffs and subsidies should be used sparingly, and primarily to 
allow industries and farmers to adjust to changing conditions.’”” And a farmer 
said, “‘We must be willing to include others’ interest with our own, for a true bene- 
fit to the community.” 

The replies showed a considerable realization of the importance of international 
trade to world peace. Some comments were: ‘“We can’t live to ourselves’’; ““Be 
a neighbor, have a neighbor’’; “‘Lessen the great discrepancies in living standards 
and promote - 

We finished the survey with a warm friendly feeling that Clarke Countians are 
pulling together for the good of the Nation as well as Clarke County. As a 
committee we feel that we have learned alot. We meant to thank by name all 
who helped us, but the list has grown long. So may we just say to consultants, 
farmers, a manufacturers alike, “Thank you, for your unfailing patience and 
courtesy!’’ 


The Cuatrman. Thank you for your appearance and the splendid 
statement you have made. 

Mrs. Ruesuausen. The next is Mrs. Ohlhaver. 

The Cuarrman. We are very glad to have you, Mrs. Ohlhaver, and 
you are recognized to proceed with your statement. 
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STATEMENT OF MRS. HOMER W. OHLHAVER, MEMBER OF THE 
BOARD, LEAGUE OF WOMEN VOTERS, ILLINOIS 


Mrs. OntHAvER. I am Mrs. Homer W. Ohlhaver, a member of the 
Board of the League of Women Voters of Illinois. There are 8,500 
members in 60 local leagues in Illinois. We appear before this com- 
mittee in support of H. R. 5550, which authorizes United States mem- 
bership in the Organization for Trade Cooperation. It is our con- 
viction that United States membership in this Organization is not only 
desirable for us as world leaders but is essential to expansion of our 
own economy. 

To further assure ourselves of the interest in and importance of 
world trade in Illinois, the League of Women Voters of Illinois con- 
ducted a trade survey to learn by means of a recognized sampling 
method, the opinions of policymaking industrial executives as well as 
the statistical facts relating to our stake in world trade. 

With assistance of professionals in the field, such as individuals 
from the National Opinion Research Center, University of Chicago, 
University of Illinois, Northwestern University, the Chicago Asso- 
ciation of Commerce and Industry, and the Federal Reserve Bank of 
Chicago, the survey was planned to include a segment representative 
of the highly diversified industry found in Illinois. 

The resultant completed opinion questionnaires represented 714 
companies in 19 of the 21 standard industrial classifications. 

More than 85 percent of those interviewed expressed the belief 
that the interests of the United States would best be served by an 
increase in foreign trade. Some desired a balance of trade; others felt 
the present level should be maintained. Only 4 percent felt a decrease 
would benefit the economy. The comment of one desiring a decrease 
in world trade stated: “The United States should depend on its own 
natural resources and those of the Western Hemisphere. In the event 
of war, we should not be dependent on foreign trade.” 

Three-fifths of all those covered in the survey export directly; 
products of almost one-fourth are exported indirectly. Breakdowns 
of these general statements are given by industries in the attached 
report. This high percentage of exporting manufacturers would 
a the importance of world trade to an inland State such as 
Illinois. 

Limitations placed on imports by other countries were felt to be 
restrictive by 58 percent of all the companies who reported. One 
executive said, ‘‘We would have substantially bigger foreign trade if 
it were possible for foreign countries to purchase our merchandise 
and remit in American dollars. We can’t get licenses in some cases 
and there is restriction of currency. We had a large export business 
before these restrictions took effect.” Another stated, “We are 
blocked in most foreign countries by substantial tariffs, currency regu- 
lations and disadvantageous rates of exchange.” A typical opinion 
was expressed, “Our exports are hindered by the dollar shortage. 
Foreign countries want to buy our superior products but have no 
dollars.” Another manufacturer expressed his problem by saying, 
“This country has a serious problem when trying to sell materials 
to England, France or Belgium because of high duties and quota 
restrictions. In general we believe in world trade as necessary to 
world peace. This company likes to export a small percent of its 
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roduct. Such exports mean the difference between good and fair 
usiness.”” These are a few of the comments made by Illinois manu- 
facturers on various phases of trade restriction. 

The results of this survey substantiate our belief in the interest in 
and importance of world trade to Illinois. We are aware of the many 
problems involved in finding solutions to international economic 
problems. We know there are no easy answers. 

The many restrictions placed on imports by other governments 
were felt by Illinois manufacturers to be the greatest restraint on 
a expansion of our foreign trade. It is the belief of the Ilinois 
eague that the Organization for Trade Cooperation would provide 
the machinery necessary for studying these problems and making 
recommendations to the governments involved. We believe that a 
permanent administrative organization is essential to the most effec- 
tive application of the agreements of the General Agreement on 
Tariffs and Trade. We believe that the Organization for Trade 
Cooperation is a needed step directed toward establishing better 
international economic relations. We believe that the United States, 
as a leader in world trade, would be the greatest beneficiary of this 
proposed international organization. 

That concludes my statement. I would like to ask permission to 
include a copy of our summary report of our trade survey. 

The CuatrMan. Without objection it is so ordered. 

(The information referred to follows:) 


Iuturnois TRADER 


Industrial and agricultural survey planned, conducted and compiled by the League 
of Women Voters of Illinois 


The League of Women Voters of Illinois acknowledges the invaluable assistance 
in the preparation of this survey from individuals in the following organizations 
and institutions: 

Federal Reserve Bank of Chicago 
The Chicago Association of Commerce and Industry 
National Opinion Research Center 
Northwestern University 
The University of Chicago 
University of Illinois 
College of Commerce 
College of Agriculture 

The league wishes to thank the industrial executives and the farmers who took 
time from their busy schedules to give their opinions and facts upon which this 
survey is based. 

The league gratefully acknowledges the contribution of the Citizen Information 
Service and appreciates the countless hours spent by over 500 of its members who 
worked on this survey. 


INTRODUCTION 


If you are 1 of the nearly 9 million inhabitants of Illinois, you live in a State 
which ranks 23d in size among the States, which contains 2 percent of the land 
area of the United States and 6 percent of its population. You live in a State 
which ranks high in mineral resources and is also one of the great agricultural 
States of the Union. 

If you live in Illinois, you may know that the State ranks first in the Nation 
in the production of oleomargarine, soy beans; wallpaper, candy, diesel engines, 
farm machinery, and railroad cars; that it is first in the meatpacking industry 
and in food processing. You may know that Illinois ranks second in clothing and 
in paint manufacturing; that it produces 35 percent of all plastics; that it ranks 
high in printing and publishing and the manufacture of furniture, electronics 
equipment, and all kinds of machinery. 
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If you live in Illinois, you may know that about 86 percent of the State’s area 
is farmland. [Illinois stands fourth among the States in acreage of crops grown 
third in value of crops marketed, and second in the marketing of livestock an 
livestock products, 

If you live in Illinois, you are aware of the State’s strategic position in regard 
to transportation. Chicago, measured both by volume of tonnage and by extent 
of facilities, is the No. 1 railroad center of the world. The Midway Airport 
handles more air traffic than any other airport in the world. Chicago is a center 
of the trucking industry: 85 percent of the livestock, 75 percent of all frozen 
foods, and practically all automobiles come to the city in trucks. The port of 
Chicago is the second largest of the Great Lakes ports, and in 1954 handled 
31,674,922 tons. In addition, Chicago is adjacent to the 15,000 miles of inland 
waterways leading through the Mississippi Valley to the Gulf of Mexico. Internal 
port receipts show that barge traffic carried more than 11 million tons in 1954. 

You are aware that plans are being carried out to make Chicago an even greater 
center of transportation. O’Hare Field, a 10-square-mile airport, is the world’s 
largest and will be the best equipped. it will eventually bring a tremendous in- 
crease in airfreight, which is becoming a more important part of trade. ‘‘Picka- 
back” service, which hauls truck trailers on flatcars, is expected to open a new 
— in transportation and in cooperation between the railroads and the trucking 
industry. 

The widening of the Calumet-Sag Channel, now under way, anticipates the 
opening of the St. Lawrence seaway in 1959. With the completion of the sea- 
way, some 75 percent of the world’s shipping will have access to the Great Lakes 
ports. The port of Chicago now handles 40 percent of the foreign commerce of 
the Great Lakes. With its favorable position in the industrial and agricultural 
heart of the United States and its access to the inland waterways of the Mississippi 
Valley, Chicago may well become a world port of first importance. 

The prospects for the future lead to a new interest in trade—world trade. 
And so, if you live in Illinois, you may wonder, ‘‘Just how important is world 
trade to my State and tome? What do the manufacturers and businessmen think? 
What do the farmers think?” 

There is a need for these questions to be answered. In response to this need the 
League of Women Voters of Illinois has conducted a statewide trade survey. 


The results of this survey are set forth in the on pages, not as statistics only, 


but as statistics with a vital meaning for you, the resident of Illinois. 


Chicago ports’ waterborne imports and exports—1954 '—in short tons 


Total 


Food and food products 

Liquors and wines 

Corn and small grains 

Animal feed 

Vegetable oils, waxes, other inedible vege- 
table prod 

Hides, skins, leather, leather products, 
inedible animal products 

Textiles and fibers 

Wood and wood products 

Pulp, paper, paper 

Stone, brick, ceramics 

Clay, gypsum, glass, etc 

Nonferrous metals, ores, products. 

pf ease ree AS 

Iron, steel, semifinished products. 

Electrical machimery._.-.................- 

Machinery, nonelectrical 

Transportation equipment 

Fabricated metal, miscellaneous 
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1 Source: Waterborne.Commerce of the United States, p. 3; Department of the Army; Corps of Engineers. 





ORGANIZATION FOR TRADE COOPERATION 525 


BASIS AND SCOPE OF INDUSTRIAL SURVEY 


Professional advice was secured to help in deciding the criteria for the survey. 
In determining a practical basis, certain factors had to be considered. First, it 
was considered important to cover as many different types of industries as pos- 
sible. Since Illinois manufacturing is widely diversified, it was desirable to 
learn how various industries in the State are affected by world trade. Second, 
Illinois has 18,175 manufacturing establishments according to an estimate made 
by the Federal Reserve Bank. Inasmuch as almost 16,000 of these show employ- 
ment figures of less than 100, it was decided to limit the survey to include only 
those establishments having an te of over 250 in the Greater Chicago 
area (Cook, DuPage, Kane, Lake, and Will Counties) and no firm in the remainder 
of the State with fewer than 100 employees. 

In formulating the questionnaires, the basic resource was the publication pre- 
ared by the League of Women Voters of the United States. cal Effects of 
oreign Trade. dditional professional help was again received. Two types of 

questionnaires were used. One asked the opinions and attitudes of the executives 
interviewed; the other included only facts about the firm involved. 

Following an introductory letter from the State league office, stating the purpose 
of the survey, appointments for interviews were made by the league member who 
would make the interview. Top executives were asked to take time to answer the 
opinion questionnaire with the interviewer so that she could take it back with her. 

he fact sheets were left to be filled out and mailed to the National Opinion Re- 
search Center without company identification. A card was to be mailed to the 
league office at the same time so that a record could be kept of cooperating firms, 

Both sets of questionnaires were coded and sent to the National Opinion Re- 
search Center, where the results were recorded on IBM cards. The tabulations 
pt this report on the opinion questionnaires were obtained by use of the 
machine. 

This report gives a summary of the survey results. For those who are interested 
in further information, research figures will be available in the league office. 


SUMMARY REPORT ON QUESTIONNAIRES 


This report covers 19 of the 21 categories included in the Standard Industrial 
Classification Manual. Ordnance and tobacco manufacturers are the only indus- 
tries not included. The distribution of returns by industries is very similar to 
that found in the total manufacturing employment figures for Illinois. A total 
of 714 opinion questionnaires were completed. 

Great care should be exercised in drawing any conclusions from these ques- 
tionnaires. However, when the percentaze of executives with one opinion is very 
hizh, then surely some weizht may be given to it. How successful the league was 
in reaching policymaking executives is shown in the table below, which gives the 
positions of the men interviewed. 


Presidents Chairmen of board 
Vice presidents Personnel managers 
Plant managers Regional managers 
General managers Public relations managers 


Executive vice presidents 


To the first general question on how the interests of the country could best 
be served, 85.4 percent of the businessmen interviewed were in favor of increasing 
the amount of foreign trade. Some of the reasons given were as follows: 

“We can’t isolate ourselves; we must cooperate to live. We can’t sell to others 
unless we buy from them; besides, we need foreign commodities.” 

“An increase in international trade is important. It gives other countries that 
are struggling economically an opportunity to help themselves. I also feel 
that competition from imports to this country is advantageous, because it tends 
to improve quality and to vitalize new desizns and inventions.” 

“The foreign market could represent a tremendous outlet for American prod- 
ucts. It is better for us to trade with foreign countries than to subsidize them 
as we are doing at the present time.” 

Some tated a balance of trade; others wanted to maintain the present level. 
Four percent thought a decrease in foreign trade would best serve the interests 
of the country as a whole. One man in this group expressed his feeling thus: 
“The United States should depend on its own natural resources and those of the 
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Western Hemisphere. In the event of war, we should not be dependent on 
foreign trade.”’ 

Of the large group favoring an increase in foreign trade, an overwhelmin 
proportion thought this increase should be in both imports and exports. Typic. 
comments were: ‘“‘We must live and work with each other to achieve peace.” 
“Others must be able to sell here to obtain dollars to buy United States products.” 
‘“‘We must increase imports to balance world trade and secure world e.”” 
“‘The United States must equalize foreign trade, not export more than we import. 
Foreign competition must be accepted.” 

On the subject of tariffs, there was wider difference of opinion. The largest 
group (45.7 percent) felt tariffs should be left at present levels. The next group 
(31 percent) favored lower tariffs. One of these commented, ‘‘There should be 
no more restrictions on world trade than on national trade. You should not 

ut a ring of protection around the United States any more than one around 
llinois.”” Several men felt we should reduce our tariffs ‘if other countries do 
likewise.”’ One executive stated that “all governments should lower restric- 
tions.” Another said, ‘Some foreign products are superior to ours and should 
be allowed to compete on our markets through lower tariffs.” Less than 10 
percent felt tariffs should be raised. Representative comments: “I do not favor 
flooding our country with foreign merchandise. Products should not come in 
at such a low tariff that we could not maintain our own standards.”’ ‘‘We need 
tariffs to equalize prices between the domestic and foreign products.” 

When asked whether present United States trade policies give some protec- 
tion to their industry, the majority of executives felt they did; 18 percent felt 
they did not. Most of the men (79 percent) felt the degree of protection had not 
changed in the past 5 years. Of the small group feeling there had been a change, 
most said the protection has become less. There was a general feeling that 
reductions in tariffs should not be indiscriminate, but that each case should be 
given individual study. 

Three-quarters of the businessmen said they would definitely be interested 
in having more opportunities to export goods, and an additional 6 percent indi- 
cated they might be interested. One man commented, ‘‘Obviously, if we increased 
trade, we would not then have to give so much foreign aid.”” Another said, ‘“‘We 
are manufacturing in excess of our needs; thus an increase in trade would benefit 
our country.” Still another remarked, ‘“‘The encouragement of foreign trade is 
as vital as that of domestic trade. It’s all a part of good business.”’ 

When questioned regarding the trend during the past 5 years, three-quarters 
of the executives reported a rise in the quantity of competing imports; 3 percent 
reported a decline. However, almost all said their business operations had in- 
creased during this same period. More than half felt their companies have the 
same share of the domestic market which they had 5 years ago. Of those whose 
share has declined, 40 percent felt this was due to both imports and domestic 
competition, one-third felt the decrease was due to import competition, and 
one-quarter to domestic competition. 

In considering the results in general, it is apparent that Illinois manufacturers 
have an important stake in world trade. The majority favored an increase in 
such trade as to both exports and imports; however, there was no general agree- 
ment as to how this should be accomplished. Even an ardent high-tariff ad- 
vocate reported, ‘I am certainly not in favor of reducing tariffs. But at this 
point, in order to get along with the rest of the world we have to do some adjust- 
jng sometimes.” 


SUMMARY OF OPINION QUESTIONNAIRES BY PERCENTAGES OF 714 COMPANIES 
REPORTING 


1. Would the interests of the United States be best served by a change in the 
amount of foreign trade? 


Be oo cerinabecteisitncbdbieetnas 85. 4 Balance of trade___...-..-----. 4.0 
DeOTORES ks occ dcenncnonmcind:,: Se Osesctdabes-cdinnndux 3. 6 
Prenent Ravel ink ccs bb ces ences 3. 0 
A. If you favor an increase, should it be in exports, imports or both? 
Exports primarily _...........- 12 Both exports and imports_ --_--- 84, 2 
Imports primarily ___....------ OS” "ie ee oases eeu 8.8 
B. If you favor a decrease, should it be in exports, imports or both? 
Exports primarily -...........-. 8 Both exports and imports----.- 32 


Imports primarily ._.......---. Ch. TOR wtccticrewtccewe 61 
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2. Should tariffs be raised, reduced or left at present level? 
i 9.3 Left at present level 
31.0 Don’t know 
3. What should the United States Government do where industries are seriously 
threatened by competing imports? 
Raise tariff levels 35. 5 Government subsidies 
Impose quotas on iniports_-_--__- 15.5 Other 
5. 0 
4. What should the United States Government do for national defense industries 
threatened by competing imports? 
Pom. 5 i aes 
Raise tariff levels__._._...___-_- 26. 0 Government subsidies________-- 
Impose quotas on imports- -- - -- 12.0 Other 
5. What type of organization do you have? 
Independent company 54.0 Branch 
17.0 Plant 
8.0 Other 


6. How do you regard trade restrictions imposed on your products by other 


countries? 


Non-existent 15.0 Moderately restrictive 31.0 
Negligible y 8 i abs ee ees Eran 28. 0 


7. Do you use any imported materials, including goods from Canada? 
: Gy Waheu. belies. suuce. sci ia 49. 0 
8. Do you face competition from imported products? 
No ae, 38. 6 


44.0 Considerable___- 
33. 0 Serious__-_- ; 
B. How much protection do tariffs, or other United States trade policies, give 
your industry? 
High degree . 6.4 Very little 
Moderate degree 32.5 None 


C. How do your labor costs compare with foreign competitors? 


Higher About the same__-_ 
4.5 


72 About the same_________ gosci 508 


9. To what extent do transportation costs give you an advantage over foreign 
producers? 
Completely restrict them 11.5 Make no difference 
Give some real advantage 


PRIMARY METALS 


Being located on the Great Lakes with ready access to shipping both from 
the iron ranges and the coal fields, the steel industry in Illinois is not only large 
in itself, but is the supplier of the basic raw material used in the fabricated metals, 
machinery, and transportation industries in this area. These basic metal indus- 
tries together comprise about 45 percent of the total Illinois manufacturing 
employment. The primary metal group includes not only blast furnaces, steel- 
works, rolling mills, and iron and steel foundries, but also secondary smelting 
furnaces, refiners of nonferrous metals, and nonferrous foundries. This industry 
also includes iron and steel forging, wire drawing, and manufacturers of such 
products as welded and heavy riveted pipe, cold-rolled sheets, and metal powders 
and flakes. 

Half of the industry stated that they used imported materials such as chromite, 
manganese ore, nickel, tin, tungsten, and palm oil. The steel industry is depend- 
ent on these imports, as the domestic supply is not adequate. Exports of primary 
metals are relatively small because of transportation costs. Most of the quanti- 
ties reported are shipments to Canada. 
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Some of the main competitive imports are forged steel, pipe flanges, welded 
fittings from England and Germany, cold-drawn English steel, and aviation parts. 
One company stated, ‘‘We have had a serious labor situation, as we have had to 
lay off workers due to the competition of companies that get material from Eng- 
land and Germany.” However, the industry as a whole seemed to feel that foreign 
competition was negligible. 


FABRICATED METAL PRODUCTS 


A large group of fabricated metal products come within this classification. The 
manufactures covered in the survey make heating and air-conditioning equipment, 
machine tools, screws, bolts, nuts, and washers, domestic stoves, automobile parts 
and hardware, metal shipping containers, plumbing fixtures and supplies, kitchen 
and window hardware, electric and carbide lanterns, mouse traps, and plowshares, 
as well as many more similar products. 

Three-fourths of the industry export in appreciable quantities. One manufac- 
turer commented, ‘‘We are interested in expanding our export trade, but expansion 
is largely dependent upon financing of shipments. The freight charge is a decisive 
factor. We need more participation in the financing of exports from private 
commercial banks. The United States banks have never carried out this function 
as do the banks in England, France, Germany, and elsewhere.” A third of the 
companies use varying amounts of imported raw materials, including nickel, cork, 
tungsten, copper, cobalt, antimony, tin, zinc, manganese, aluminum, diamonds, 
steel, and rubber. Although some of these are not consumed in large quantities, 
they are all essential to the industry. 

A third of the group reported import competition. The screw manufacturers 
are seriously affected and have asked for tariff relief. The problem, as stated by 
several concerns, is this: Given equipment as modern and efficient as that used 
in the United States, a foreign producer, with low labor costs, can make a product 
with which it is impossible for United States manufacturers to compete. How- 
ti the industry in general did not feel that import competition was a serious 
problem. 


MACHINERY, NONELECTRICAL 


A higher percentage of manufacturing employment is found in this category 


than in any other in the State. Products range from farm equipment, automotive, 
equipment, hydraulic presses, sewing machines, and typewriters to food packaging 
machinery and parking meters. 

Almost 90 percent of the companies reporting export. The majority would 
like to increase this phase of their business. Many said that trade restrictions 
of other countries were severe but the dollar shortage and lack of convertibility 
were considered the greatest deterrents to trade. About one-third of the com- 
panies import raw materials directly. 

Competition from foreign-made products is increasing, especially in such 
items as sewing machines, typewriters, and special types of presses. Neverthe- 
less, there was no general indication that more protection was needed. As ex- 
pressed by one company official, ‘‘Competition to us is a creative force—not & 
destructive one. What is needed more than any other single ingredient is freedom. 
The United States is in a good position to set this example.” 

There is a high percentage of small businesses in this field. Their situa- 
tion was expressed by one executive who stated, “Recent history in this country 
is such that the small business is threatened. Increase of imported products in 
the domestic market is a threat to small businesses. There should be some pro- 
visions made so that these small industries are not forced out of business.” 


ELECTRICAL MACHINERY 


This is one of the fastest growing industries in the State, ranking next to 
nonelectrical machinery in total number of employees. Under this classification 
are produced all types of communication equipment, recording and phonographic 
equipment, electric appliances, outboard and fractional motors, switches, controls, 
and countless other items in the field of electronics. 

Exports are increasing in this industry to the extent that 93 percent of those 
interviewed report exporting in amounts ranging from small to substantial. The 
great majority would like to increase this phase of business but find foreign 
restrictions on imports a limiting factor. 

Half of the companies reporting used imported raw materials; the other half 
used processed materials and did not import directly. Only a small percentage 
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considered United States import restrictions as affecting them seriously. One 
man said the amount imported was negligible but, “‘I couldn’t stay in business 
without it.” 

Competition from foreign products is not considered severe in this industry. 
Such imported items as machine tools, fractional motors, condensers and speakers, 
tape recorders, and record changers do compete, but not as much as domestic 
products. The status of this industry relative to the total domestic industry is 
growing. 

TRANSPORTATION EQUIPMENT 


Products of this industry include railroad equipment, motor vehicles and equip- 
ment, aircraft and parts, motorcycles and bicycles. 

Ninety percent of the companies interviewed export in varying amounts. 
Half of these consider foreign imrort restrictions as severe. The most serious 
limitation was felt to be the dollar gap. One man suggested improvement of 
international banking arrangements for countries lacking dollars. About one- 
third of the companies report using imported materials in amounts varying from 
negligible to moderate. 

The most serious import competition in this category is found in the bicycle 
industry. At the time of the survey bicycle imports were rising steadily, at the 
same time the domestic industry was declining. Domestic labor costs, which 
were rated 4 to 6 times higher than foreign labor costs, and higher material costs 
here, were given as reasons for the sitvation. The industry felt they had a most 
extreme case of need for aid. The other segments of the industry were not so 
much affected by import competition. 


Fact survey: Illinois exports as related to gross sales (1954 data) 


Total employment 

Gross | Exports, | Number in manufacturing ? 
sales, in | in mil- Ca ee 
m lions ployees 


Number 
United 


Food and kindred products 3 
Apparel and textiles 

Lumber and wood products 
Furniture and fixtures 

Paper and allied products 

Printing and publishing. ................- 
Chemicals and allied products 
Petroleum and coal products... 
Leather and leather products. 
Stone-clay-glass products _- 
Primary metal industries. . 
Fabricated metal products___ 
Machinery, including farm... 
Electrical machinery and equipmen 
Transportation equipment 
Instruments and related products 
Miscellaneous manufacturing 


nB 
3 


B32 
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3 
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25, 100 
32, 200 
116, 000 
127, 100 
233, 20 
161, 700 
67, 600 
34, 600 
45, 200 
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1 Only those companies are included that gave both gross sales and number of employees. 
2 Source: Bureau of Labor Statistics, July 1955; Employment and Earnings, vol. 12, No. 4, October 1955. 
* Includes some chemicals manufactured by food processors. 
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Summary of fact questionnaire, by number of companies 


Effect of loss of 


With Us Have 


Re- | With | With | fat ica 


port- | foreign | direct 
ing plants | export 


Food and kindred products....--..-- 

Textile mill products... 

Apparel and related products-_--_----- 
Lumber and wood products 

Furniture and fixtures 

Paper and allied products 

Printing and publishing. 

Chemicals and allied products. ---__- 
Petroleum and coal products - - ------ 
Leather and leather products 

Stone, clay and glass products 

Primary metal industries ___- 

Fabricated metal products-_....------ 
Machinery . .-_-. 

Electrical machinery 

Transportation equipment. ._- 

Instruments and related products - - - 15 
Miscellaneous manufactures 12 
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FOOD AND FOOD PRODUCTS 


The farmlands of the Middle West are a vast reservoir for the food industry 
in Illinois which supplies to the consumer many types of products varying from 
meat to beverages. Phe food companies covered in the survey fall into four major 
groups: meat processors, who make byproducts besides packing meat; candy- 
makers and confectioners; bakers; and milk handlers, including both liquid milk 
distributors and makers of dairy products. 

Two-thirds of the food companies use some form of imported materials. The 
amounts used vary from negligible to half of their basic materials. A partial 
list of these products is coconut oil, cocoa and cocoa products, ‘sugar, tapioca, 
spices, nuts, coffee and tea, olives, essential oils, chicle, molasses, beef canned, 
and jute bags, There were some negative comments concerning United States 
import restrictions and controls on such products as fruit, cheese, sugar, and 
nuts. 

Because of the perishable nature of their products the bakers and milk handlers 
export very little. The candymakers ship limited quantities out of the country, 
and the meat processors export relatively large quantities of food. Such products 
as lard, salt pork, inedible animal products, and canned meats make up the bulk 
of these exports. 

The two segments of the industry chiefly affected by competing imports are 
the meat processors and candymakers. In view of the overall shortage of fats 
in the Iron Curtain countries, the meat industry expressed concern over the re- 
strictions on the shipment of fat into the countries which in turn export canned 
hams to the United States. It was commented that “canned hams from Poland 
and Holland constitute one-third of the market. This competition is felt more on 
the east coast than in Illinois. The packing industry has not asked for protection 
against this importation but, in return, does want these countries—particularly 
Poland—to allow United States imports of lard.’”’ A candy manufacturer stated: 
“I’m not worried about imports. They are different from domestic candy but 
not too popular. We would like to export more, but red tape both here and abroad 
makes it discouraging. I do feel that we should trade with foreign countries, 
however, to develop better feelings. If an industry can stand competition here 
at home, they’ll weather it from foreign countries too.” 


— 
aco 


CHEMICALS AND ALLIED PRODUCTS 


The chemical industry in Illinois is thriving because of the demand for chemicals 
and the availability of raw materials. . 

The chemical manufacturers, especially around Chicago, have many of their 
customers right at their door. The steel, fabricated metal, and metal-finishing 
industries consume in quantity such chemicals as oxygen, sulfuric acid, other 
heavy acids, metal cleaners, and plating materials. he steelmakers are also 
chemical producers, recovering coal tar derivatives as byproducts from coking 
ovens. 
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The meat processors use chemicals in converting their by-products to soap 
glue, fertilizer, etc., and in addition produce synthetic organic compounds and 
pharmaceuticals. Paints, phosphates, rare earth compounds, vitamirs, hor- 
mones, formaldehyde, alcohol, water treatment chemicals, insecticides, cos- 
metics, photographic compounds, plastics, and household cleaners are some of 
the chemicals and related products made in Illinois. 

Over three-fourths of the chemical companies export. Several stated that 
even though the percentage was small it was important to a profitable operation. 
Most of those exporting would like to increase the amount, but some felt that they 
would prefer to build plants in countries with sufficient demand for their product. 
The restrictions of foreign countries were thought to be serious, especially in 
Europe. One man said, “‘Our company has a serious problem when trying to sell 
materials to England, France, or Belgium because of high duties and quota re- 
strictions.’”’ However, one drug manufacturer commented, ‘‘This industry as a 
whole is a favored one, because many foreign ccuntries will make funds available 
for the importation of drugs that would not be available for other industries. 
Drugs receive a high priority if dollars are available. The dollar shcrtage is a 
very serious problem.” 

Three-fourths of the companies import raw materials. Nut oils, crude bo- 
tanicals, waxes, gums, essential oils, ores, and metal are some of the more important 
imports. 

One-half of the companies reported competition from imports. The foreign 
products are considered comparable in quality to the domestic ones. Labor costs 
are thought to be higher in the United States but are offset in most cases by more 
efficient production methods. However, one company said they had established 
foreign plants because of the labor cost factor. In general, it was felt that while 
the effect of foreign competition on a single product might be serious, total ex- 
ports often keep the balance favorable to the domestic manufacturer. 


APPAREL, TEXTILES, LEATHER AND RELATED PRODUCTS 


A wide variety of apparel is made in Illinois. Products include such items as 
men’s clothing, children’s snow suits, uniforms, sportswear, school caps and 
gowns, women’s dresses, and foundation garments. he textile industry is rather 


specialized. The repaying companies gave woolens and specialty materials as 


their principal products. he leather group includes both tanners and makers of 
shoes, gleves, and other leather goods. 

Almost a third of the companies export directly. Most of these would like 
more export business, and others who do not export at present would like to start. 
About half of the companies interviewed use imported products or raw materials. 
The clothing industry listed silk from Japan, Italy, and France, woolen cloth from 
England, and cotton from Kgypt. The textile mills buy wool from Australia. 
The tanning industry is particularly dependent on imports, since quebracho and 
chrome chemicals used in tanning are not available from domestic raw materials. 

A third of those companies interviewed report import competition in varying 
amounts. A clothing manufacturer stated that “in the clothing business our 
more efficient manufacturing methods and lower transportation costs can more 
than overcome foreign competition. We also have an advantage in styling.” 
Italian and English shoes and gloves were mentioned as particularly competitive. 
The “individual styling” of foreign shces was stressed, in contrast to our high- 
production high-quality output. One glove manufacturer recommended that 
we “confine United States imports to products requiring only a small amount of 
labor to manufacture’’—~bringing up the point of higher labor costs in the United 
States. The textile industry felt that one of its problems stemmed from too 
much domestic competition, rather than import competition, but does not waat 
its troubles increased by cheaper competing imports. It was said that “the 
textile industry is, at present. in a convalescent condition. There has been too 
much overexpansion and overproduction here at home.” 


WOOD PRODUCTS AND FURNITURE 


Under the wood products classification, the companies range from makers of 
prefabricated houses, through garage doors to picture frames. Upholstered sofas 
and chairs, metal kitchen furniture, fine living and dining room furniture, and 
office fixtures are some of the products made by the furniture industry in the State. 

Almost two-thirds of these companies use some imported materials such as 
jute, rubber, marble, mahogany, other hardwoods, veneers, and even saws and 
knives. Whereas some of the companies in this category do export, the group as 
a whole does not have a high percentage of export business. 
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A third of these concerns report import competition, some of it serious. Furni- 
ture from Scandinavia, Italy and England, and toys from Japan and Germany 
are the principal competing products. United States protection is moderate. 
The views of these industries are varied. One manufacturer said, “Japan can 
make our products at lower prices than we can produce them here. We realize, 
however, that we must help put Japan’s economy on its feet. When this tem- 
porary situation is ironed out, then the United States should take the necessary 
-_ for protection of this industry.” Another said, “When we couldn’t compete 
with one product, we changed to another and it was worth it.” Very few asked 
for more protection. 

PAPER AND PAPER PRODUCTS 


Illinois does not have a large primary pulp and paper industry. The principal 
products covered by the survey include corruga boxes, paperboard, waxed 
paper, labels, and miscellaneous paper products. 

irty-six percent of the companies export, but only one company considered 
the amount substantial. Forty-eight percent would like to —_ more of their 
products. Transportation limits both the export and import of boxes and related 
bulky products. However, the cartons and other packaging materials made by 
these companies are used in many instances for exported products. 

Forty-four percent of the companies use imported raw materials, the most 
important being pulp, both ground wood and chemical. There were no complaints 
about United States’ restrictions. 

Twenty-four percent of the companies reported import competition. Only 
one company classed the competition as serious. One comment was, “If present 
tariffs are lowered, our industry will be hurt, Competition is very keen in this 
country, and we have low profits generally. Any importing of a foreign product 
would affect our business seriously.” 


PUBLISHING AND PRINTING 


Publishers of large newspapers, magazines, textbooks, etc., as well as com- 
mercial printers, were interviewed. Markets for the products of the United 
States publishers and printers are primarily domestic because of language. 

United States-produced books, magazines, etc., find foreign markets in English- 
speaking countries, primarily Canada. Only one company reported printing for- 
eign language editions of its periodicals. Expcrts of this industry are therefore 
relatively small, and opinion was about equally divided on the advisability of 
increasing them. Canada is the source of the industry’s main import, newsprint. 
Since this commodity enters duty-free and Canada absorbs the freight charges, 
the industry as a whole feels that it is unaffected by foreign trade restrictions. 

Only a few firms reported that their products faced competition from cane 
items. The competing products are negatives, colored reproductions, and maps 
and atlases. There is no tariff protection against the first; the protection against 
the other items was termed “‘moderate.”’ he trend of imports of all three has 
been upward in the past 5 years. 


PETROLEUM AND PETROLEUM PRODUCTS 


This class includes the petroleum refiners and processors and the manufacturers 
of secondary products, Fourteen companies were covered in the survey: 10 are 
refiners or processors; 4 are manufacturers of secondary products such as asphalt 
roofing, etc. 

The Illinois refiners do not export because of their location. In the case of large 
companies, exports move from plants more favorably located in coastal areas. 
This also applies to the use of foreign crude oil. In several instances the possible 
effect of the St. Lawrence seaway on exports and imports was mentioned. The 
companies emphasized their feeling that the use of foreign crude oil permits the 
United States to conserve its natural resources. One refiner mentioned some 
competition from Canadian imports. 

The secondary manufacturers export some of their products and import raw 
materials—principally asbestos from Canada and oil from Venezuela. However, 
none of the manufacturers felt they had a problem as far as import competition 
was concerned. 

CERAMICS, GLASS, CEMENT, BRICK, ETC. 


Structural clay products, brick, cut stone, glass, pottery, concrete and plaster 
products, and ceramics are some of the materials included in this industry. Most 
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of these commodities are bulky, heavy, and easily damaged, and are not readily 
exportable. As a group, these firms feel that their business is primarily domestic 
and will so remain. 

Small quantities of tile, plumbing fixtures, and porcelain insulators are exported. 
Some found foreign regulations on imports to be very restrictive. About half of 
the companies import from abroad. English clays, Canadian asbestos, and 
French pebbles were some of the most important imports. None complained of 
unreasonable United States tariff rates. 

One-third of those interviewed report competition from imported products. 
Products listed as competitive included statuary, glass, artware, and porcelain 
fixtures. United States tariff rates were felt to afford little protection. During 
the last 5 years, imports of Japanese and Italian artware have risen, but sales of 
the affected domestic companies have, for the most part, also risen for the same 
period, leaving their status, relative to the total domestic industry, unchanged. 


INSTRUMENTS AND RELATED PRODUCTS 


Under this classification are such items as scientific instruments, optical instru- 
ments and lenses, medical instruments, mechanical measuring devices, photo- 
graphic equipment, watches and clocks. 

Although foreign restrictions on imports were felt by almost three-fourths of 
those exporting, 94 percent of the total reporting. have some export business. 
The force of restrictions was expressed by one executive who stated, “We.are 
blocked in most foreign countries by substantial tariffs, currency regulations and 
disadvantageous rates of exchange.’’ Imported materials were reported used by 
almost four-fifths of the companies. 

Competition from imported products is considered serious by some segments 
of this industry. Principal competition came from Swiss watches, compacts and 
cigarette lighters from Italy, and cameras and lenses from Germany, England, 
and Japan. Higher labor costs were mentioned as an important factor by prac- 
tically all of the companies. One executive suggested, ‘‘The industry should 
figure means to diversify, as the watch industry has done, to prevent a serious 
situation.” 

MISCELLANEOUS MANUFACTURING 


This category includes all products not listed elsewhere. These range from 
jewelry and silverware, through musical instruments, to sporting goods. In this 
summary report, rubber has also been included because it constitutes too small 
a proportion of Lilinois industry to be considered alone in this survey. 

Most of these companies reported some small export business. As in many 
other types of industries, the restrictions placed on imports by other countries 
affected the amount of exports. Imported raw or semifinished materisls are 
used in small quantities in the products of less than half the companies included. 

Import competition is considerable, or even severe, in some instances. The 
most serious situation is faced by toy manufacturers. High labor and material 
costs were mentioned as factors which make it, difficult for these companies to 
compete with foreign-made goods. One toy manufacturer states, ‘If this indus- 
try is not given some protection, it will be drastically reduced.’”’ The rubber 
companies face little competition from abroad, since foreign production is low. 


COMPETITIVE IMPORTS BY COUNTRIES, COMPILED FROM QUESTIONNAIRES 


Australia and New Zealand: England: 
Alinement machines Adding and ealculating machines 
Butter Bakery equipment 
Drafting tools Beer 
Powdered milk Beer filters 

Belgium: Bicycles 
Corn starch Biscuits 
Sisal binder twine Cameras 

Brazil: Starch Candy 

Canada: Coal mining machinery 
Biscuits Compacts 
Distilled spirits Cordovan leather 
Powdered milk Electrie switches 
Wallpaper Forged steel 

Denmark: Fractional motors 
Canned hams Gaskets 
Cheese Generators 
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COMPETITIVE IMPORTS BY COUNTRIES, COMPILED FROM QUESTIONNAIRES—COn, 


England—Continued Holland—Continued 


Hardware specialties 
Heat exchangers 
Industrial instruments 
Maps and atlases 
Outdoor motors 
Plastics 

Portable electric tools 
Plumbing fixtures 
Radios 

Shoes 

Water mixers 

Wood working machinery 


France: 


Calfskin leather 
Cameras 

Carbon paper 
Condensers and speakers 
Cordovan leather | 
Generators 

Perfume 

Plastics 

Twist drills 


Germany: 


Balancing machines 
Bathroom scales 

Beer 

Bicycles 

Calfskin leather 
Cameras 

Canned hams 

Carbon paper 
Cigarette lighters 

Coal mining machinery 
Compacts 

Condensers and speakers 
Cordovan leather 
Drafting tools 

Farm tractors 

Formic acid 

Industrial instruments 
Jewelry boxes 

Pipe flanges 

Plastics 

Portable electric tools 
Potato starch 

Radios 

Sewing machines 

Small printing machines 
Speed reducers 
Staplers 

Synthetic alcoholic 
Tape recorders 
Telephone equipment 
Twist drills 
Typewriters 

Vending machines 
Woodworking machines 
Writing paper 


Holland: 


Beer 

Butter 

Calfskin leather 
Canned ham 


Coats 

Electric shavers 
Hardware specialties 
Potato starch 
Radios 

Sisal baler twine 
Twist drills 
Wallboard 


Italy: 


Adding and calculating machines 
Artware 
Compacts 
Fractional motors 
Generators 
Lamps 

Lathes 

Macaroni 

Sewing machines 
Shoes 

Twist drills 


Japan: 


Artware 

Cameras 

Cigarette lighters 
Condensers—speakers 
Brassieres and girdles 
Flashlights 

Gift souvenirs 
Hydraulic turbine equipment 
Jewelry boxes 

Lamps 

Monosodium glutamate 
Sewing machines 

Toys 

Twist drills 

Work gloves 

Writing paper 


Mexico: 


Candy 

Gift souvenirs 
Manila rope 
Sisal baler twine 
Trophies 

Twine 

Work gloves 


Sweden: 


Adding and calculating machines 
Antifriction roller bearings 

Iron powder 

Outboard motors 

Telephone equipment 

Twist drills 

Vending machines 

Wallboard 


Switzerland: 


Adding and calculating machines 
Cameras 

Electric switches 

Shoes 

Telephone equipment 
Tvpewriters 

Watches 
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NONCOMPETITIVE RAW AND SEMIFINISHED IMPORTS, BY CONTINENTS, COMPILED 
FROM QUESTIONNAIRES 


Africa: Euro: Continued 


Agave fiber 
Asbestos 
Beeswax 
Chrome 
Cloves 
Cobalt 
Cocoa beans 
Cotton 
Crude vegetable drugs 
Diamonds 
Fish meal 
Mahogany 
Manganese 
Monazite sand 
Oils 
Palm oil 
Pyrethrum 
Tanning materials 
Vanilla beans 
Vermiculate 
Wool 

Asia: 
Botanicals 
Cinnamon 
Cotton 


Hides 

Hog bristles 
Latex 
Magnesite 
Mica 

Moss 

Nuts 
Pepper 
Raw jute 
Resins 
Rubber 
Sesame seeds 
Shellac 

Silk 

Straw cloth 
Tea 
Textiles 
Toys 

Tung oil 
Varnishes 


Australia and New Zealand: 


Crvsilic acid 
Goat skins 
Lanolin 
Sausage casings 
Tungsten 
Wool 

Eurape: 
Asbestos 
Bolting cloth silk 
Calfskins 
Canvas for collars 
Caraway seeds 
Ceramics 
Chemicals 
Clay 
Commutators 


onductive carbon cloth 
Copper products 
Decal paper 
Dyes 
Essential oils 
Fish meal 
Fruit 
Gold leaf 
Ground wood 
— butter 


ops 
Horsehides 
Jewel bearings 
Laboratory equipment 
Laces and embroideries 
Leather - 
Lemon juice 
Linen 
Machinery 
Machine tools 
Magnesite 
Metal toys 
—— 


uts 
Oils for fruit drinks 
Olives 
Optical goods 
Poppy seeds 
Resistors 
Rhinestones 
Steel Products 
Surveying instruments 
Tale 
Tin 
Watch movements 
Woolen cloth 


North America: 


Agave fiber 

Alfalfa 

Aluminum 

Asbestos 

Barley 

Brewers dry yeast 
Celestite 

Charcoal 

Clay 

Clover 

Condensed fish solubles 
Crude vegetable drugs 
Dried corn 

Essential oils 
Fertilizers 

Films 

Fine woods 

Fish meal 

Lead 

Mercury 

Nickel 

Oats 

Petroleum carbon 
aren 
Strawberries 
Tungsten 
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NONCOMPETITIVE RAW AND SEMIFINISHED IMPORTS, BY CONTINENTS, COMPILED 
FROM QUESTIONNAIRES—continued 


North America—Continued South America—Continued 
Waxes Copper 
Wheat germ meal Fine wood 
Wild blueberries Hides 
Meat extracts 
Nickel 
South America: Nitrates 
Agave fiber Nuts 
Balsa wood Potassium chloride 
Bones — crystals 
Canned Beef ‘anning materials 
Carnauba wax Tapioca 
Casein Tin 
Castor oil Tungsten 
Coffee Waxes 


AGRICULTURE IN ILLINOIS 


Illinois lies largely within the region commonly known as the Corn Belt, one 
of the most efficient agricultural producing areas in the world. Combinations 
of the majot crops—corn, soybeans, oats, wheat, and hay—and of livestock— 
hogs, beef cattle, and dairy cattle—form the basis for the organization of farms. 
The relative importance of these crops and kinds of livestock varies in different 
sections because of differences in condition of soil, climate, and economic factors. 

The following statistics will help give a picture of the importance of agriculture 
to Illinois. 

Illinois Farms, 1953 


181, 860 
Approximate land area in State acres__ 35, 798, 400 
Proportion in farms percent__ 86. 4 


Land in farms acres_. 30, 920, 908 


Average size farm oe 
Value of land and buildings per acre (1954) 
Farms owner operated 
Entirely rented 
Part owned, part rented 
Number of farm workers (1950) 
Number in United States 


Farm size varies from 14,000 under 10 acres to 400 farms 1,000 acres or larger. 

ry July 1952 Prof. R. C. Ross of the University of Illinois College of Agriculture 

said: 
“During the last decade, farmers in Illinois have generally enjoyed good in- 
comes. Production both of crops and livestock has n at hizh levels, prices 
have been favorable, and the increased use of capital has added greatly to the 
production per acre. During this period, however, and especially in the years 
since World War II, costs of production have advanced rapidly and have held 
profits in check. 

“Tllinois agriculture is dynamic, as indicated by the variety of products grown 
and by the shifts that have taken place in response to price changes and national 
needs, as in the increase in the acreage of soybeans and in the use of hybrid corn. 
Illinois’ position as a producer of surplus feed grains, its location with regard to 
transportation, and the favorable soil and climatic conditions for producing many 
—-s provide a sound basis for adjustments in I}linois agriculture as conditions 
change.”’ 

Because of the importance of agriculture to the prosperity of Illinois and to the 
country as a whole, and because the principal crops of Illinois are of some im- 
portance in the agricultural export-import picture, it is natural that Illinois farm- 
— have an interest in and an understanding of the problems involved in world 
trade. 
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Information taken from the following sources: 

Agriculture in Illinois, by R. C. Ross, IWinois Farm Economics, July 1952, 
published by the Department of Agricultural Economics, College of Agricul- 
ture, University of Illinois. 

1950 Census of Agriculture, United States Department of Agriculture. 

Agricultural Statistics, 1954, United States Department of Agriculture. 

Illinois Agricultural Statistics, Annual Summary, 1955, prepared by 
Illinois Cooperative Crop Reporting Service, Illinois Department of Agricul- 
ture, and United States Department of Agriculture. 


Amount and value of principal crops and kinds of livestock in Illinois 
Tilinois (1953) United States (1952) 
Production Value 


Corn__..............-.-.-} 505,332,000 bushels $747, 891, 000 

Soybeans.................| 78,843,000 bushels 219, 972, 000 

Oats. ................-.--] 115,070,000 bushels. 81, 700, 000 

Wheat_..................] 57,294,00@ bushels....../ 109, 432, 000 

) Ree 4,252,000 tons..........| 106, 300,000 

Hogs (on farm Dec. 30)__. »793, 227, 665, 000 1, 

Beef cattle (on farm Dec, | 3,946,000 head 410, 384, 000 aaa 11, 998, 139, 000 


30). 
Dairy cattle (on farm 207, 613, 000 4, 862, 863, 000 


Dec. 80). 
iat cuteieniaaania ae 5, 192,000,000 pounds_- 195, 788, 000 | 115,597,000,000 pounds._| 5, 152, 090, 000 
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AGRICULTURAL OPINION QUESTIONNAIRES 


The agricultural opinion survey questionnaires were formulated with the 
assistance of members of the College of Agriculture at the University of Illinois. 
The survey was planned to cover various types of farms in all sections of the 
State. County maps with designated segments to be covered were prepared by 
the statistical laboratory, Iowa State College. 

League members made calls on the farmers whose locations were indicated 
on the county maps. Interviews were completed with 438 farmers in 26 counties. 
Only those actively engaged in farming were interviewed, although it was found 
that 71 of these had additional part-time jobs. Fifty-eight locations designated 
on the maps were no longer farmed. Some on highways had been developed for 
business purposes; housing subdivisions were taking some farm land near cities; 
some had been combined; a few had been abandoned. 

The returned questionnaires showed a distribution very similar to that found 
in the Illinois agricultural census statistics for 1950 regarding gross sales, type of 
farm, size of farm, status of ownership, and age and educational level of farmer. 
The sample is small but the distribution is accurate. 

Correlations made to determine whether the factors of gross sales, type of farm, 
size of farm, status of ownership, and age or educational level of farmer made a 
difference in attitudes toward world trade were inconclusive. No definite pattern 
could be established with these determinants which varied greatly from the overall 
report. Therefore in this summary no breakdown is given for any specifics. 
The following table shows the attitudes of all Illinois farmers interviewed. 


AGRICULTURAL OPINION SURVEY RESULTS (BY PERCENTAGES OF 438 FARMERS 
INTERVIEWED) 


Would the interests of the United States be best served by a change in the 
amount of foreign trade? 
3.9 percent suggested no change 
76.2 percent favored an increase 
4.4 percent favored a decrease 
2.0 percent preferred a balance of trade 
13.5 percent had no opinion 
A. Of those favoring an increase in trade— 
30.2 percent preferred exports 
2.1 percent preferred imports 
61.6 percent favored both ways 
6.1 percent had no opinion 
B. Of those favoring a decrease in trade— 
30.4 percent preferred imports 
47.8 percent desired both imports and exports 
21.8 percent had no opinion 
2, In regard to tariffs— 
9.8 percent favored an increase 
15 percent favored a reduction 
48.7 percent favored present levels 
26.5 percent had no opinion 
3. If imports adversely affected agricultural products, should the United States 
Government take action in the interest of the country as a whole? 
77.5 percent said “Yes” 
9.8 percent said “No” 
6.7 percent felt “it depends” 
6 percent had no opinion 
A. Of those answering ‘‘Yes” to the above question— 
19.1 percent suggested raising tariffs 
39.4 percent preferred imposing import quotas 
13.5 percent would stop competing imports 
17.4 percent preferred Government subsidy 
4, How important to the farmer’s welfare is the promotion of foreign trade? 
62.7 percent felt it very important 
22.1 percent said fairly important 
5.3 percent felt it was of little or no importance 
9.9 percent had no opinion 
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5. Should imports be allowed to compete with our own farm products? 
36.1 percent said ‘‘Yes”’ 
57.2 percent said ““No” 
6.7 percent had no opinion 
A. If imports are allowed to compete, should some restrictions be placed 
on them? 
8.6 percent favored none 
55.2 percent felt some 
23.1 percent felt only in special cases 
13.1 percent had no opinion 
}. How would lowering United States tariff rates affect the American farmer? 
35.6 percent felt beneficially 
25.7 percent felt injuriously 
12.9 percent felt in no way 
25.8 percent had no opinion 
7. Do ro favor disposing of our surplus farm products abroad at below world 
prices 
52.2 percent said ‘‘Yes”’ 
37.8 percent said “No” 
10 percent had no opinion 
A. If you favor this action, should foreign producers hurt by this policy 
be compensated? 
29.2 percent said “Yes” 
‘ 44.7 percent said ““No” 
26.1 percent had no opinion 
8. How much effect does foreign trade have on the prices of your products? 
26.6 percent felt strong 
30.8 percent felt some 
24.4 percent thought little or none 
18.2 percent had no opinion 
9. How would you rate your own interest in foreign trade problems? 
17.4 percent said very great 
15.8 percent said great 
37.5 percent said fair 
17 percent rated it little 
12.3 percent had no interest or opinion 
10. Is the material relating to foreign trade’ in newspapers‘ and magazines 
sufficient? 
3.5 percent felt too much 
44.7 percent felt enough 
28.6 percent felt too little 
9.4 percent had no opinion 
13.8 percent don’t read 


FACTS REGARDING FARMERS INTERVIEWED 
Type of farm: 

25.5 percent were livestock 

28.7 percent were cash grain 

7.3 percent were dairy 

34.3 percent general 

4.2 percent vegetable, fruit, nuts, miscellaneous 
Size of farm in acres: 

21.6 percent were 100 acres or less 

40.7 percent were 101 to 200 acres 

30.2 percent were 201 to 400 acres 

6.4 percent were 401 to 1,000 acres 

0.1 percent were over 1,000 acres 
Status of ownership: 

46 percent owned all of their farms 

18 percent owned part and rented part 

36 percent rented their entire farms 
Since your 14th birthday, how long have you farmed’ 

11.2 percent 10 years or less 

6.7 percent 10 to 15 years 

11 percent 15 to 25 years 

17.9 percent over 25 years 

15.8 percent ever since 14th birthday 

37.6 percent were born on the farm and have always been on a farm 
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What age bracket are you in? 
7.5 percent between 20 and 29 years 
18.6 percent between 30 and 39 years 
27.6 percent between 40 and 49 years 
23.6 percent between 50 and 59 years 
22.7 percent 60 years or over 
What was the last grade or year you finished in school? 
13.7 percent went no further than seventh grade 
36.8 percent stopped after eighth grade 
21.1 percent had 9 to 11 years of schooling 
18.8 percent graduated from high school 
6 percent had 13 to 15 years of schooling 
4.6 percent completed college 
What was the approximate 1954 gross sales of your farm? 
5.8 percent reported less than $1,000 
17 percent reported $1,000 to $2,499 
19.5 percent reported $2,500.to $3,999 
23 percent reported $4,000 to $5,999 
12.5 percent reported $6,000 to $7,999 
19.5 percent reported $8,000 or over 


The CuarrMan. Thank you very much for your appearance and 


the splendid statement = have given our committee. 
Mrs. RugsHavuseNn. The next witness is Mrs. Hopkins, 


Mr. Kean. Mr. Chairman, Mrs. Hopkins does not live in my 
district, but she is a very respected and distinguished citizen who lives 
on the banks of the Raritan River. 

The CoatrmMan. Thank you, Mr. Kean. 

Mrs. Hopkins, we will be very glad to hear you. 


STATEMENT OF MRS. F. W. HOPKINS, TREASURER, LEAGUE OF 
WOMEN VOTERS, NEW JERSEY 


Mrs. Hopkins. I am Mrs. F. W. Hopkins, treasurer of the League 
of Women Voters of New Jersey. I am here to urge your favorable 
consideration of the proposed Organization for Trade Cooperation. 

The members of the League of Women Voters, in New Jersey as 
throughout the country, have long believed in the importance of 
increasing international trade, as Mr. Kean will testify. We came to 
this belief in the first place because of our interest in ways of promoting 
world peace. Then we became more and more convinced of the 
economic advantages for the United States in the relaxation of trade 
barriers, in view of the need of our great industries for foreign markets. 

Nevertheless we felt ourselves open to the charge of being “‘theo- 
retical” upon this subject, probably more so because we are women. 
At the same time we became increasingly aware of the serious prob- 
lems which competition from abroad causes for some business. 

So we decided to go out and talk to manufacturers and gather some 
firsthand facts and figures about the effects of international trade on 
industry in our own communities. 

In 1954 and 1955 New Jersey league members conducted a survey 
of 1,349 firms, one-fourth of all the manufacturing plants in 9 of the 
14 New Jersey congressional districts. I will submit to the committee 
today seven reports on the Third, Fifth, Sixth, Seventh, Eighth and 
Ninth Districts and one on the Tenth, Eleventh, and Twelfth Districts 
combined. The remaining five districts are not being surveyed and 
when all the data are in we will issue a report on the effects of foreign 
trade throughout the State of New Jersey. 





544 ORGANIZATION FOR TRADE COOPERATION 


In order to be sure of getting an unbiased picture, the league ob- 
tained advice from the American Institute of Public Opinion in Prince- 
ton, N. J., in preparing a scientifically valid sampling method. 

Using a questionnaire, volunteer league members interviewed the 
president or some other executive of each firm. 

I have here a chart which will give you a quick picture of some of 
the facts brought out by these surveys. This is just an example 
because it is not, of course, all that we have in our studies. e 
wanted to learn how many manufacturers sell their products in foreign 
markets and how many, on the other hand, face competition from im 
ported goods in the American market. 

This chart compares the extent of these two different types of in- 
terest in foreign trade, in terms of the number of employees in the 
companies concerned. The yellow sectors denote the percentage of 
workers in companies which export and do not face competition from 
imports. The red sectors represent the workers in firms facing import 
competition and not exporting any of the goods they manufacture. 
Green is for employees in companies which both export and experience 
import competition, and blue for those in firms with neither type of 
interest in foreign trade. 

You will observe that in all the districts except the Ninth the mixed 
interest predominates, that is, the largest group of workers are in 
firms which both export and face competition from imports. In the 
Ninth District the pure export interest heavily predominates. You 
will also note that the firms which experience import competition and 
do not export the red sectors are the smallest sector in every case, 
ranging from one-tenth of 1 percent in the Fifth District to 13 percent 


in the Seventh. 

To summarize: Export markets are important to New Jersey 
business. In the nine congressional districts surveyed over 80 per- 
cent of the workers enprirs? in manufacturing are in firms which 


export part of what they produce. Only about one-half of the 
workers in manufacturing are in companies which face import com- 
petition. 

Some of the other data gathered in the New Jersey survey deal 
with the effects to date of import competition, whether favorable, 
unfavorable, or no change; the possibility of conversion to other 
types of production should an industry be seriously harmed by such 
competition; the extent of reliance on imported materials for the 
manufacturing roan and whether domestic substitutes for such 
imports are available; and the opinions of the executives interviewed 
as to whether tariffs should be higher or lower than at present. 

Each report contains some representative comments from manu- 
facturers. As examples I would like to quote two large employers 
whom I personally interviewed. One of them said: 

Adequate tariff should be measured by differences in cost of production and 
distribution between foreign countries and the United States. * * * For my 
products I must import a substantial amount of raw materials each year. 

» If the tariff were reduced, a flood of finished imports would put me in the posi- 
tion of being unable to make my purchases abroad, * * * . My industry is in 
most cases located in a one-industry town and anythin done to increase imports 


of the foreign product is going to have very serious effects on communities like 
this one. 
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The other said: 


Our company believes in free enterprise. No difference to us whether our 
competitors are foreign or domestic. e will “wrastle ’em” for the business. 
Foreign producers cannot compete with Americans for quality and ingenuity. 


In this same spirit, 12 manufacturers out of the 480 who face 
import competition in those 9 Districts reported that this competition 
has actually had a favorable upon their business. One of them 
commented: 


We welcome it. The more competition, the more alert you become. 


I wish I had time to give you more of these direct quotes. They 
would show you why the 250 League members who conducted these 
interviews found them an illuminating experience. 

The facts developed in our New Jersey surveys indicate that the 
manufacturing industry has a major stake in the maintenance and 
expansion of foreign markets for its goods. The GATT and OTC 
should help the exporting manufacturers, who predominate in these 9 
Congressional Districts, in two ways: first by removal of restrictions 
imposed by other countries on American products, and second through 
the fact that as we buy more from other countries they in turn can 
buy more from us. 

r. CHARMAN, I ask permission to file with the committee a copy 
of each of these seven reports of New Jersey trade surveys. 

The Cuatrman, Without objection, it is so ordered. 

(The information referred to follows:) 


EFFECTS OF FOREIGN TRADE ON THE MANUFACTURING INDUS- 
TRIES IN THE EIGHTH CONGRESSIONAL DISTRICT OF NEW 
JERSEY 


League of Women Voters of New Jersey, 53 Washington Street, Newark 2, N. J., 
June 1955 


CONTENTS 
I. Introduction. 
Purpose of survey. 
What the survey covers. 
How the survey was conducted. 
Compiling the survey findings. 
II. Highlights of survey findings. 
Tabulation of information received. 
{II. Detailed findings of the general survey. 
(a) Description of the district. 
(b) Major industrial divisions, 
. Description of firms surveyed. 
. Data on subsidiary and foreign investment. 
. Interest of firms in exports and import competition. 
(a) Export interest. 
(b) Import competition interest. 
4. Effects of import competition and ability to use plant equipment for other 
production. 
5. Dependence on imported materials. 
6. Total interest in international trade. 
7. Opinions on the tariff. 
IV. Top 10 survey. 
V. Appendix—Copy of questionnaire used in both surveys. 
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I. INTRODUCTION 
(A) PURPOSE OF SURVEY 


Are export markets important to New Jersey manufacturing firms? 

To what extent do goods made in New Jersey compete with foreign-made 
products for the American market? 

Could local firms use their present plant equipment and labor force for other 
production should they be seriously injured by foreign competition? 

Are New Jersey firms dependent on imported materials for their production? 

The League of Women Voters believes that having concrete answers to ques- 
tions like these can be of value to all concerned with determining a sound foreign 
trade policy for the United States. Leagues all over the country are therefore 
conducting surveys to determine what stake their own localities have in foreign 
trade. In New Jersey the surveys are being made on a congressional district 
basis and all districts are being covered. In the near future a report on the State 
as a whole will be issued. 

This is a report on the Eighth Congressional District of New Jersey. 


(B) WHAT THE SURVEY COVERS 


This survey is concerned only with manufacturing, the major industry in 
terms of-workers employed (68 percent) in the Eighth District. Manufacturing is 
the segment of industry in this part of the country most directly and measurably 
concerned with foreign trade. It exports some of the goods it produces, some of 
its products are in competition with foreign-made goods, and it imports certain 
materials for use in the manufacturing process. The indirect effect of foreign 
trade on other segments of the economy, such as transportation, services, etc., 
can be presumed to be similar to those directly affected. 

One limitation inherent in a study of any particular region is that the area 
is never a wholly integrated economic unit and therefore it is impossible to discern 
all the adjustments that would have to be made to either increased competition 
from abroad or a reduction in exports. 


(c) HOW THE SURVEY WAS CONDUCTED 


In preparing the survey, the League of Women Voters received invaluable 
advice and assistance from Public Opinion Surveys, Inc. of Princeton, N. J. 
Two studies were made, covering 241 manufacturing firms and 55.5 percent of 
all manufacturing employment in the district. The first was a general survey 
in which 234 companies were interviewed. They were scientifically selected at 
random from the April, 1954, issue of the New Jersey Industrial Directory ' to 
furnish a 25 percent sample of all manufacturing firms in the district listed in the 
directory. A 25 percent sample was considered to be more than sufficient to 
insure that, were 100 percent of the companies surveyed, the results would be 
the same. 

A separate survey was made of the 10 largest industries in the district, since 
they employ 35 percent of the workers in all manufacturing industries in the 
district listed in the directory. Three of the 10 companies, mathematically selected 
at random, are also included in the general survey in ordér to maintain the 25 
percent character of that sample. 

The interviewing as well as the compilation of data and writing of this report 
was done by volunteer League members. The interviews were conducted from 
November 1954 to June 1955. With only a few exceptions these were personal 
interviews with the president or some other top executive of each firm. A copy 
of the questionnaire is appended to this report. 


(D) COMPILING THE SURVEY FINDINGS 


Two types of tabulations were used in summarizing the replies. For questions 
directly concerned with the foreign trade problem, the number of employees 
was used. This is a more accurate index of the impact of exports and imports 
than the number of firms, since the latter range from 1 to over 6,000 employees. 


! New Jersey Industrial Director, Hudson Dispatch, Union City, N. J., April 1954, p. B209, 
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By totaling the number of employees, a quantitative measure of the effects of 
foreign trade on the manufacturing firms can be established. In many cases 
where it has been possible the number of firms comprising the figure covering 
total employment within a manufacturing group has been listed alongside. For 
statisties of a descriptive nature, such as those on foreign investment, subsidiaries, 
and opinion, the number of companies was used exclusively. 

In most of the tables a breakdown of survey statistics according to major 
manufacturing groups is made as a matter of interest. However, it should be 
remembered that the sampling method was designed to give a picture of manu- 
facturing in the district asa whole. Therefore the statistically significant findings 
are the totals. 


II. Hicuuieuts or Survey FInpInGs 


Eighty-three percent of the mannfacturing firms in the Eighth Congressional 
District, employing 92 percent of the labor force, are directly affected by inter- 
national trade by either exporting part of their production, by using imported 
materials, or by facing foreign competition on the American market. 

Top 10: 10 firms employing 35 percent of the total labor force in the district 
have a direct interest in international trade. 

Seventeen percent of the firms, employing 8 percent of the labor force have 
no direct interest in international trade. That is, they do not export, or use 
imported material, or face import competition. 

Top 10: none is in this category. 

Eighty percent of the labor force engaged in manufacturing in the district are 
employed by firms which export some of their production. These firms represent 
48 percent of the manufacturing business in the district. 

Electrical goods, rubber, machinery, chemicals, fabricated metals and food 
products predominate in this group. 

Top 10: 9 firms with 91 percent of Top Ten employment export part of their 
production. 

Twenty-six percent of the firms with 24 percent of the labor force have a purely 
export interest. That is, they export but do not face import competition. 

Electrical goods and chemicals predominate in this group. 

Top 10: none of the firms is in this category. 

Forty-six percent of the firms which export, employing 56 percent of the district 
labor force also face competition from imports. These companies can be said to 
have a mixed interest. 

Textiles, electrical goods, rubber, machinery, chemicals and food predominate 
in this group. 

Top 10: 9 of the firms with 91 percent of the workers have a mixed interest. 

Forty-three percent of the manufacturing firms in the district, employing 62 
percent of the labor force face competition from imports. Textiles are the most 
concerned in this group. 

Top 10: 1 firm with 9 percent of the labor force has a purely competitive interest. 

Eighteen percent of the labor force are employed by firms (19 percent) that 
have been unfavorably affected by foreign competition since World War IT and 
could not use their plant equipment for other production or their present labor 
force or either if serious injury resulted from this competition. 

Top 10: 3 firms unfavorably affected with 24 percent of the employment felt 
they could not redirect their production or use their labor force, or either. 

Sixty-one percent of the firms, employing 72 percent of the labor force use 
imported materials; 65 percent of these firms use imports for which at the present 
time no domestic substitutes are available. 

Top 10: 8 firms with 73 percent of the labor force use imported materials; 5 of 
these*firms with 54 percent of the employment use imports for which there are no 
domestic substitutes’ at the present time. 

Thirty-four percent of the executives interviewed preferred tariffs to be lowered 
or remain unchanged; 38 percent favored higher tariffs, 22 percent lower, 12 
percent no change, 28 percent no opinion. 

Top 10: 2 preferred higher, 2 lower, 2 no change, 4 no opinion. 
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Tabulation of information received from replies to questionnaires 


Top Ten 


Information requested ploym: 
Number | Number} in Top 
of firms jofworkers} Ten 


Firms which export some of product 27, 000 
Firms which face import competition 29, 
Firms which export, also face competition. 27, 
Firms which export, do not face competi- 
Firms facing competition, do not export__- ; 2, 
ae neither exporting nor facing com- 

petitio 
Firms eaiecemiy affected by competi- : 

tion... ‘ 100 
viene unfavorably “affected ‘by imports, 

cannot use present equipment or labor 

force, or either - ; 7, 100 
Firms using material identified as im- 


ported 
Firms using imported material for which 


no domestic substitute__- . 
Firms using imported material plus addi- 
tional users of steel ! : 
Firms using imported material for which 
no domestic substitute plus additional 
users of steel ! 
Opinions on tariff: 


No change 
No opinion 


1 High-grade steel cannot be made without cobalt and manganese, the domestic supplies of which are 
totally inadequate. Therefore users of steel should be considered as dependent upon imports for which at 
present no domestic substitutes are available, 


III. Derartep FinpiIncs oF THE GENERAL SURVEY 
(A) DESCRIPTION OF THE DISTRICT 


The Eighth Congressional District of New Jersey comprises all of Passaic 
County with the exception of Ringwood Borough and West Milford Township. 

While the northern part is primarily a farm and vacation area, the southern 
section is one of the highly industrialized regions around New York City. Its 
industry is diversified and employs many people in the textile and apparel fields, 
in the manufacture of electrical goods, rubber products ene and chemicals. 
This area, and especially two of its tase cities, Paterson and Passaic, was 
once known as the silk center of America. 

Almost all types of labor are available, and industries in this district are close 
to supplies and suppliers and close to America’s No, 1 market—the New York 
metropolitan area. 

The district is served by three railroads, by express highways, by river trans- 
portation, and is close to Newark Airport. 

The 1950 census gives the population as 337,093, and 35 percent of it is engaged 
in industry. 

(B) MAJOR INDUSTRIAL DIVISIONS 


Table 1 below shows the importance of manufacturing to the district, It 
accounts for 64.2 percent of all persons employed in industry, 
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TaBLE 1.—Major industrial divisions by number of employees ' 


Manufacturing industries 
Wholesale and retail trade 


pond 
a 
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§ 


Transporta 

Construction contracting 
Communications and utilities 
Finance, insurance and real estate 
Mining, agriculture and other 


pee 
one 
—— 
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§ 
z 
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1 New Jersey Industrial Directory, Hudson Dispatch, Union City, N.J., Apr. 1954, p. B299. 


TaBLe 2.—Comparative rene in major manufacturing groups in eighth 
istrict 


: Employment in firms surveyed 
Eighth district ovember 1954-June 1955 


Manufacturing groups ! 
Number |Percent of Number | Number | Percent of 
ofem- | employ-| ofcom- ofem- | total em- 
ment panies ployees |ployment 


Textile mill products 

Electrical goods and machinery------- nindidaiipeinieanite 

Apparel and needle products é 
gg fa: NE er aS eS 

Machinery (except electrical) 

Chemical industry 

Fabricated metal products 

Food and kindred products 

Printing and publishing 

Miscellaneous small goods. 

Paper and allied products 

Primary metal products 

Instruments and clocks 

Leather industry 

Miscellaneous vehicles 

Furniture and fixtures 

Stone, glass and ceramics 

Aircraft industry 

Lumber and wood products 

Automobile industry 

Tobacco manufacturing 

Petroleum and coal products 


PrP PPO Soo @w os 


RaSRISZSSRRSGASSEK 
PSE Serer rs Rs 


WAN ow WHF OwWDOnm@w 


8 





84, 475 100. 00 


1 Manufacturing firms were assigned to manufacturing groups in accordance with the Standard Indus 


oe Manual, Vol. 1, Executive Office of the President, Bureau of the Budget: Washington, 
-C, 1945. 


1. Description of the firms surveyed 


The major divisions within manufacturing industry in the district are listed in 
table 2. It is helpful to keep in mind the comparative importance of these 
divisions. The number of employees in each of these categories is shown both 
for the district and for the firms surveyed. The companies covered by the 
sample —— 34 percent of the total manufacturing employment in the 
district. The discrepancy between columns 2 and 5 is accounted for by the 
nature of the sample selection procedure and by the fact that an additional 7 very 
large firms included in column 2 are not included in column 5, but are treated 
separately in the Top Ten survey. 

It will be seen from table 3 below that the majority of the firms surveyed are 
small, employing fewer than 50 — This holds true also for the companies 
within each industrial group. he only categories having a majority of larger 
firms are the electrical goods, primary metals, and miscellaneous vehicles groups. 


75018—56——36 
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TABLE 3.—Relalive size of companies surveyed, November 1954-—June 1955 


- Number of Percent of 
Size of company companies companies 
| 





Employees: 
Under 50-_-.-- 
5O to 99 
100 to 499 
500 to 999_.....__. 
1,000 and over. ._- 


2. Data on subsidiary and foreign investment 

Sixteen of the firms surveyed with 14 percent of the total district labor force (40 

percent of the workers covered by the survey) are divisions or subsidiaries of larger 

firms. Four each of these are in the textile, chemical, and electrical goods field. 
Twelve of the firms have branches or subsidiaries outside the United States, 


principally in Canada, Mexico, South America, Europe, and South Africa, Eleven 
firms have foreign investments. 
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8. Interest of firms surveyed in exports and import competition 


All firms were asked whether they export their products either directly or 
indirectly and whether they face competition from foreign-made products for the 
American market. On the basis of their replies, they were classed in the following 
categories:? 

A. Import competitive interest: Firms which consider imports to be competitive 
and which do not export their products. 

B. Mixed interest: Firms which consider imports to be competitive and which 
also export their products. 

C. Export interest: Firms which export and which do not consider imports to 
be competitive with their products. 

D. No expressed interest: Firms which neither export nor consider imports to 
be competitive with their products. 

Table 4 on the facing page shows: 86 percent of the workers are employed by 
firms that either export or are concerned with competitive imports or both. 

Category A: 6 percent of the labor foree—employed by firms (21 percent) 
which consider imports to be competitive and do not export; 

Category B: 56 percent of the labor foree—employed by firms (22 percent) 
which consider imports to be competitive but which also export; 

Category C: 24 percent of the labor foree—employed by firms (26 percent) 
which export and do not consider imports to be ne 

Category D: 14 percent of the labor foree—employed by firms (31 percent) 
having no expre interest in exports or competitive imports. 

Although it is not possible to discern the balance of interest in firms facing 
foreign competition who are also exporters (mixed interest, category B), generally 
“producers are more aware of the competitive effects of imports than they are 
concerned with the present foreign sales or potential export markets.” * 

(a) Export interest—By combining the number of companies in categories B 
and C in table 4, the total interest in exports can be measured.‘ Forty-eight percent 
of the companies, employing 80 percent of the labor force export part of their 
production: 53 percent of the firms export less than 3 percent of their total 
production; 18 percent export from 3 to 5 percent; and 22 percent of the com- 
panies sell from 5 to 10 percent of their production abroad. Thirteen of the 234 
firms surveyed export more than 10 percent, including 8 who sell between 15 and 
30 percent outside the United States. There are 4 companies (in the textile, food, 
ond 3 miscellaneous vehicle groups) which export from 60 to 90 percent of their 
production. 

Five percent or less may seem small until it is compared with the national 
export figures. Approximately 4.5 percent of the gross national product is ex- 
ported.’ To the company concerned, 5 percent can and often does mean the dif- 
ference between profit and loss. 


TaBLe 5.—Size, percent and number of comnanies who export as of November 
1954-J une 1956 








: Number of | Number who} Percent who 

Size of company companies export export 

Employees: 

NO aan pe naccesbsntcdsdsoctnbadabagetadaQugeisadett | 150 66 44 
BTR: » ncnvonncninchsviighactetenssdbeles otieramnaelie 35 13 39 
Be oo oncncecucedsccctcosdconsctadudebusetatalaaeaie 40 25 63 
BN OF GOs ince oic Bed nctsénccdindiicn de didndadsdatanenede 6 5 8&3 
BUDO OWT ..... ccncdengatecscinsutntcinctdsacdededebedede 3 3 100 
DN icin ncn cnciquedci’écsecstincgudssatbisdaee 234 FEE Pivncnsetnduan 
8 This is the breakdown used in Foreign Trade and the Fourth mal District of New Jersey, 


_— T. Lamar, Legislative Reference Service, Library of Congress, Washington 25, D.C. November 

3 Ibid., p. 43. 

4 It may seem unfair to combine together those firms having a small apart interest with those having a 
heavy interest, The same may be said with — to import competition, the degree of which was un¢ 
assessed. However, it is felt that the method used will give an overall picture of the interests in the district. 

Pending Trade Issues, League of Women Voters of the United States, November 1954, 
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One can see from table 5 above that exporting is not confined to the large com- 
panies. It is carried on by firms in each size group. 


TaBLe 7.—How companies facing foreign competition have been affected 


Firms facing com- | Affected unfavor- No change or af- 
petition ably fected favorably 
Manufacturing group 
Number Number Number | Number 


employ- employ- 
ees firms ees 


Textiles 

Electrical goods 

Apgeed sad ne eee 
Rubber 


sf 


» 
rm 
& 


essa 


Chemicals- -----_- 
Fabricated metals 
Food and kindred 
Printing and publishing 
Miscellaneous small goods 
Primary metals 
Instruments 


Machinery (excluding electrical) 


oS 


z 
Percent of total district employment-._-- - 
Percent of total firms surveyed 


NortE.—Based on answers to question 7b, 


(b) Import competition interest—Companies which face competition from 
ee goods in the American market are shown in table 4 in columns A 
and B. The combined totals reveal that 43 percent of the firms surveyed, em- 


ploying 62 percent of the workers, find imports to be competitive. Table 6 below 


ists the products made by these firms. 

Each firm facing foreign competition was asked, ‘‘Would you say that since the 
end of World War II this competition has affected your business favorably, 
unfavorably, or has there been no change?”’ Table 7 on the facing page shows 
that 56 percent of those facing competition with 31 percent of the labor force have 
been unfavorably affected; 41 percent of the firms with 67 percent of the workers 
have felt no change. Three executives said their companies have been favorably 
affected. In relation to total firms and employment surveyed, 24 percent of the 
firms with 19 percent of the labor force in the district have been unfavorably 
affected by import competition. 

In each case the executive interviewed was asked why he thought his firm has 
been affected the way he indicated. The answers below are typical of the replies. 

Favorably affected: Fabricated metals group—‘It has made people in this 
country aware of finer packaging.” 

Unfavorably affected: Textile group—‘ Because Japan and Italy are sending in 
silks for one-half and one-third of the price we can mabe it here. Their labor is so 
much cheaper.” 

Apparel and needle group—‘‘Labor conditions in foreign countries are different 
than here. Puerto Rico, an American possession, has hurt a lot. Japanese 
handkerchiefs have hurt a lot.” 

No change: Food and kindred products group—‘‘The products we manu- 
facture appeal to all classes, not just the wealthier classes. Imports are special- 
ized or for the very wealthy.” 

Miscellaneous small goods group—‘‘ Without competition quality gets sloppy. 
Competition keeps you on the ball.” 
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TaBLe 8.—Effects of foreign competition and ability to use plant equipment and labor 
force for other production 


TABLE 8A—FIRMS UNFAVORABLY AFFECTED 


Can use plant Can use labor | Cannot-use plant 


equipment force equipment 
Group 


Number | Number | Number | Number | Number | Number 
of firms jemployed| of firms j|employed! of firms |employed 


Electrical goods__.............. 
Apparel and needle 
Rubber.__-__--- a 
Machinery (excluding electric) 
RUNES. cc cuaqabdectss.chehccccenuckees 2 
en RE en een © TS epee 
Pe IE I ai ieuncabentvenccmachs 

Printing __ As8 DP icoetatacwtt disease Pabeses« piicesneskaine 
Miscellaneous small goods. _..._........-- 
Primary metals-___.......- ow lnsin abelian 
Instruments 





TABLE 8B—FIRMS FAVORABLY AFFECTED OR NO CHANGE 


ihe ticki dtsiiintenincaniitipntitiesiaes | 
ee ES ETD 
Apparel and needle__..........._--- ay 
RE ae AF ee 
ee ee Se 
Chemicals. -_........ caieeeeinaal cs 


Fabricated metal... hdiisiislin ais Dipscisiitintin ala 


653 
6, 000 
173 
476 


ie Oh Oe 


Miscellaneous small goods_.._- aceasta 
Instruments ___- ; ; 
Furniture and fixtures. _................-- 


TOME. Lwdsaced 
Grand total: 
Percent of total district em- 
ployment bserae jn dnethigosigans 
Percent of total firms surveyed _- 


i Didn’t know. 
NotTE.— Based on answers to questions 8a and 8b. 


TABLE 6.—Products manufactured by firms facing import competition 


Textile: Fabrics of wool, silk, rayon, synthetics, woven labels, lace, ribbons, 
jacquard cards, hat bands, trimming, shoelaces, linen and cotton thread,’ dyers 
and finishers. 

Electrical: Radio telephones, power supplies, cable wire, transformers, vacuum 
tubes, magnetic separators. 

Apparel and needle: Handkerchiefs, baby shawls and blankets, girdles, bras- 
sieres, ladies’ wear, embroidery on handkerchiefs. 

Rubber: Belt conveyors, molded rubber products, rubber dipped goods. 

Machinery: Textile machinery and parts, machine tools, gages, precision parts, 
printing presses, bucket elevators. 

Chemical: Textile chemicals, synthetic organic chemicals, dyestuffs, detergents, 
sizes, paints, varnish, oils, flavors. 

Fabricated metals: Specialty cans, metal products, scissors, steel tanks, steel 
plates, hardware, industrial equipment. 

Food: Meat products, cookies, crackers, candy, dextrose. 

Printing: Printing, lithography, wallpaper sample books. 

Miscellaneous small goods: Toys, artificial Xmas trees and decorations. 

Primary metals: Spring and strip steel, aluminum powders. 

Instruments: Weighing and filling machines, conveyor scales, analytical 
balances and weights. 

Furniture and fixtures: Steel windows, doors, closet accessories. 
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4. Effects of import competition and ability to use plant equipment for other production 


All firms facing import competition were asked this question: “If foreign com- 
petition should increase to a point where it seriously threatened your business, 
could your plant equipment be utilized for production of other products?” 

If the manufacturer answered yes he was asked, ‘“‘Could you also continue to 
use the bulk of your labor force?’”’ Table 8 on the facing page is a tabulation of 
their replies. Of the firms which have been unfavorably affected, 35 percent with 
16 percent of the labor force said they could use their plant equipment for other 
production. Of the firms still unhurt by import competition, 55 percent with 
64 percent of the labor force felt they could use their equipment. Most of these 
firms also thought they could continue to use their labor force. 

It is felt, however, that the figures in table 8 should be further considered in 
the light of several factors which were not explored in the course of this survey. 

One of these unexplored factors lies within the textile industry. There is no 
denying the fact that the industry is sick. It was found that a high percentage 
of textile firms on the original list to be interviewed had gone out of business 
since the publication of the Industrial Directory. At the same time, and in 
spite of the fact that the industry has been hurt to a great extent by foreign 
competition and in many cases to an even greater extent by new synthetics and 
by southern competition, it was noted that a substantial number of manufac- 
turers were still entering the textile business. Most of these new firms are small, 
employing fewer than 50 people—a fact which is true of the majority of all the 
textile firms interviewed. At least one reason for this apparent contradiction 
was learned from discussions with several textile manufacturers. These execu- 
tives pointed out that in comparison with many other industries the textile manu- 
facturer, especially in novelty lines, can receive a short-range, high return on 
a relatively low investment. A manufacturer attracted to the industry for this 
reason does not think in terms of redirecting his production. It was obvious to 
interviewers that a great many of those who said they could not use their plant 
equipment or labor force fall into this type of enterprise. 

Another unexplored facet of the problem is the possibility of makers of diversi- 
fied products to push certain items that were still profitable even though some 
segments of their production were hurt by imports. For instance, the executive 
of a very large concern making many diversified products said he could not use 
his plant equipment for other production. It seems quite unlikely that every 
one of his products would be come equally unprofitable in the face of foreign 
competition, and therefore an approach to adjustment could be made by em- 
phasizing the products which were still highly marketable. 

In addition, each firm was asked what kind of help he and his labor force would 
need if he had to go into a different business, and where he would like such assis- 
tance to come from. Some manufacturers misunderstood the meaning of ‘‘con- 
version” in this sense. They felt it to be a continuation of the previous question 
and gave no answers because, they said, “‘ We’d just be out of business.” 

Twenty-eight percent of the firms gave no answers for that reason, or did not 
know, or had no preference as to what kind of help they would need. Approxi- 
mately 20 percent each would like tax relief, a conversion loan, or help in diversifi- 
cation (there is overlapping in these percentages because many had several 
choices). Twenty-three percent said they would need no help at all. 

Retraining was generally felt the most desirable form of labor assistance, with 
almost 20 percent feeling that broader unemployment compensation should be 
given. Only 16 percent thought their labor force would need no help. 

On sources of assistance, 34 percent had no preference or gave no answers for the 
reason mentioned previously. Of those giving answers, 36 percent would prefer to 
receive help from the Federal Government, and about 20 percent said they did not 
want it from any source. 


5. Dependence on imported materials 


All companies were asked to list the materials used in their production and 
whether or not any of them were imported (see table 9, p. 15). Since no clear 
distinction was made in many of the replies between raw material in the strict 
sense of the word and finished or semifinished materials, they have been treated 
together. If they used imported material they were also asked if domestic sub- 
stitutes were available for most of them, a few, or none. Table 10 on the facing 
page tabulates their replies. 





Apparel and needle_- 


ete 


Fabricated metals. --. 
Food and kindred __. 


Printing 

Miscellaneous small 
goods. 

Paper and allied 

Primary metal 

Instruments 


Miscellaneous 
hicles. 

Furniture and fix- 
tures. 

Stone, glass.........- 


Aircraft 
Lumber--.....- i: Gok 


Automobile 
Petroleum and coal... 
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TABLE 9.— Materials used and those imported 


Materials used 


Silk, wool, rayon, cotton, flax, Ae yg dag bs ey film, 
cellophane, chemicals, cardboard, zine, Copper, ‘finish 
stone 


— selenium, plastics, glass, ceramics, rubber, chemi- 
cals. 


Wool, silk, cotton, rayon, nylon. ——. © linen, vinyl, 
straw, elastic, plastic, furs, needles, machine parts. 


Rabie, steel, asbestos, chemicals, neoprene, silicone 

ru r. 

Steel, aluminum, brass, copper, ire. diamonds, carbide, 
tungsten, linen, wire, wood, leather, brushes, plastics, 

gray iron castings. 

Chemicals, metals, linseed oil, pigments, coal tar, fats, 
starches, resins, herbs, spices, solvents, graphite, "glass, 
asbestos. 

Steel, sheet metal, aluminum, brass, bronze, cast iron, 
ceramics, rubber, copper. 

Cocoa beans, sugar, nuts, meats, milk, fruit, flour, flavor- 
ing, shortening, starch, gums, barley. 


Paper, ink, cloth, glue 

Plastics, rubber, metals, rayon, wire, wood, resins, swiss 
visca, gold, dyes, pumice, instruments, crayon, paper. 

Paper, foil, plastics, cotton, glue, ink, starch 

Steel, oil, acids, lead, aluminum, magnes 

Metals, iron, rubber belting, glass, mercury, chrome 

Leather, rayon, silk, plastics, metal 

Steel, lumber. 


Rolled steel bars, aluminum ong — paper, formica, 
fabrics, felt, chrome, cellulose, fi las, paperboard 
Paints, glass,” monazite sand, aaa n enohal 


Steel, aluminum 
Wood, steel, glass, shellac, screws, paint, lacquer 


Steel, aluminum, wood 
Petroleum, tar 


Linen, leather, 
brushes, diamonds, 
tungsten, carbide. 

Oils, tung oil, herbs, 
roots, ices, asbes- 
tos, graphite. 


Cocoa beans, 
nuts, meats, 
starch, gums, barle 


instruments. 
Tapioca starch. 
Steel rods, metals, salt. 


Silk, leather. 


ae rolled cold steel 

rs, W 

Monazite sand, colors, 
asbestos, glass. 


Mahogany, plywood, 
shellac. 


TaBLe 10.—Use of imported materials and availability of substitutes 


Textiles 

Electrical 

Apparel and needle 
Rubber. 


Miscellaneous small —_ 


Paper and allied 


Number |} Number 
of firms jemployed 


on-o 


Mm 02 tO tO RD ee Te Ort OO 


Percent of total companies surveyed - -..-- 
Percent of total employment surveyed. --. 


Revised total 


Percent of total firms surveyed 
Percent of total employment surveyed. 


Note.—Based on questions 5 and 6. 


Domestic substi- 
tutes available 


No domestic sub- 
stitutes available 
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But these two tables do not tell the full story. It will be noted that many 
manufacturers listed steel as a material, but did not list their source as foreign. 
Yet high-grade steel cannot be made without cobalt, manganese and tungsten, 
the domestic supplies of which are totally inadequate. Fifty percent of the tung- 
sten and 90 percent of the cobalt and manganese used in this country are im- 
ported. There are probably many other materials but if the supplies were pur- 
chased domestically, most manufacturers would not identify them as imported. 
However, for the purpose of determining how a business is affected by international 
trade, firms that use materials known to be in very short supply in proportion to 
the Nation’s needs should be classed with those lasled a direct stake in inter- 
national trade. 

Table 11 below lists all firms who indicated they use steel as a semifinished or 
raw material. They account for 10,582 workers. Only four companies actually 
listed steel as an import. 


TABLE 11 


Import other mate- 
Use steel Identify steel as rial for which no | Additional depend- 
imported domestic substi- ence on steel 
tute 


Com- | Employ-| Com- | Employ-| Com- 
panies ees ies 
7, 575 
25 


Machinery 

Fabricating metal 
Miscellaneous small 
Primary metal 
Instruments 
Miscellaneous vehicle___- 


8 
1 
1 
9 
19 
1 
1 
3 
1 
4 
2 
2 
2 


By excluding those firms which import any material for which there is no do- 
mestic substitute, so that no employment figures will be counted twice, we find 
that there are 4,173 additional workers in 47 additional firms dependent upon 
imports because they use steel. These figures added to column 2, table 10, bring 
a revised total of 16,194 workers (57 percent of total surveved employment) em- 
ployed by 92 firms (39 percent of firms surveyed) are dependent upon imported 
material for which there is no domestic substitute. 

Executives who said that domestic substitutes could be found for most of their 
imports were asked why they imported. Slightly over half gave lower price as 
the reason, one third claimed better quality, and one-tenth said domestic supplies 
were not sufficient. 

Those who said no domestic substitutes could be found were asked how their 
businesses would be affected if they could not get them. About three-fourths 
said they would use a substitute but get an inferior product—e. g., rayon for 
silk, synthetic for natural rubber, another wood instead of mahogany, ete., and 
one-fourth felt their firms would be adversely affected and some would even have 
to go out of business. 


ae of Mines, Together We are Strong, Department ‘of State, pub. No. H614, December 1952) 
pp. 1. 
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6. Total interest in international trade 


TaBLE 12.—Number of firms and employment with no direct interest 


Number of | Number of 
firms workers 


Textiles 

I Son cteahi basis tibiae cdpictapaiaiticds al biel Bite Dial 
Rubber -_- 

Chemicals 


Furniture and fixtures-_- 
Stone and glass 


a 
= NH OO NN ee OO 


Percent of companies surveyed 
Percent of employment surveyed 


~ 
on 


TABLE 13.—Ezecutives’ opionions on tariffs 


Number 


Group of com- change 


Electrical 
Apparel and needle. 
Rubber 


Food and kindred 
Printing and publishing 
Miscellaneous small goods 
Paper and allied 

Primary metals 
Instruments 


Be 


Note.—Based on question 12. 


To find the number of firms and workers who have no discernible interest in 
international] trade, only those who have no import competition, no export interest, 
and who use no imported materials have been totaled. All who listed steel as a 
material, whether designated as an import or not, have been classed for reasons 
noted previously as being dependent upon imports, and have not been included in 
the foregoing table on page 15. On the other hand, of the 13 firms in the ap- 
parel group, 9 firms listing wool as a production material but did not sist it as 
imported have been included in the table. While it is true that not enough wool 
is produced domestically to supply the needs of the market, these firms were con- 
ee supplied by their principals and did not know definitely if the wool was 
imported. 

By subtracting the totals in table 12 on the preceding page from the survey 
totals in table 2, it is revealed that 83 percent of the firms surveyed with 92 percent 
of the labor force have a direct interest in international trade. 


7. Opinions on the tariff 


Executives were asked, “‘By and large, do you favor higher or lower tariffs than 
we have now?” Table 13 on the facing page lists, according to manufacturing 
groups, the answers they gave. 
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Thirty-eight percent of the firms want higher tariffs, 34 percent want them lower 
or unchanged, and 28 percent had no opinion. Of those expressing an opinion, 
52 percent want higher tariffs and 48 percent want them lower or unchanged. 

he highest concentration of high-tariff sentiment is found in the textile group. 
Low-tariff opinion is evident in the electrical goods, chemical, food, and furniture 
groups. While a good percentage in the apparel group favor higher tariffs, an 
even greater number of executives felt tariffs did not concern them and gave no 
opinion. In the fabricated metals group, one-third favor higher, almost one- 
third had no opinion, and the rest favor lower or no change. 

a 14 below is a breakdown on tariff opinion by interest classification (see 

page 9). 


TABLE 14.—Opinions by category interest classification with relation to total 
companies surveyed 


[Percent] 


Lower No change | No opinion 
| 


Import competitive . (9) 1.3 (5) 2 
Mixed interest ; 6. (7) 3. 
Export interest -- nn , 22) 2.5 (15) 6. 
No expressed interest. 2.5 (38) 16. 


12.3 | (65) 27. 


1 


NotTe.—Number of firms in parentheses. 


The import competitive interest group shows the highest percentage in favor 
of higher tariffs, and the smallest ee having no opinion. In the “mixed 
imterest’’ category, opinion is divided between higher and lower-no change senti- 
ment. Those firms with only an export interest show an ineréasing desire for lower 
tariffs, and a corresponding jump in the “no opinion” column. Figures in the 
“no expressed interest’’ group follow an expected pattern. 

The division of opinion on tariffs within each interest category is shown in 
table 15 below. 


TABLE 15.—Relativity of opinion within each category interest 


[Percent] 
Higher Lower No change | No opinion 


(3) 
Mixed in (14) 26 
Export oa : (6) 
No expressed interest (6) 


Note.—Number of firms in parentheses. 


It would be well to remember in analyzing these two tables that the import 
competitive group accounts for 1,747 workers, the mixed interest group 16,075, 
and the export interest group 6,878 employees. 

Some of the opinions given by the executives are listed below. The letters 
ICI, MI, EI, NEI, in parentheses are abbreviations of the four interest categories. 


No opinion 


The great majority felt tariffs did not concern them. A few stated that they 
realized the question was very complicated and only wanted what was best for 
the country. 


Higher 


Textile group manufacturer (ICI) unfavorably affected: ‘‘Labels consist of 80 
percent labor. With low ~cost labor i in other countries, mainly Japan and Germany, 
the western territory can’t compete.” 

Textilé*group manufacturer (ICI) unfavorably-affeeted, also imports material: 
‘‘Low tariff kills the small-business man. In Paterson there were 720 factories in 
1922; now there are only 100. I am a Republican because Republicans believe 
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in high tariffs and as long as there are high tariffs the small man has a chance to 
make a living. The big companies want low tariffs because they have factories 
all over the world, so they don’t care.” 

Textile group manufacturer (ICI) unfavorably affected, also imports material: 
“Higher tariffs for business’ sake. The Government should make an allover 
survey. The main problem is no one really knows or cares to find out how the 
overall American economy is affected by tariffs and trade. The Tariff Commis- 
sion only knows what lobbies and pressure groups tell it, there is no voice from 
the people It is possible that the textile business should be moved out of the 
country, but the important thing for the textile industry is to have a real study 
and then abide by it.” 

Apparel and needle group manufacturer (ICI) unfavorably affected, also 
imports: “It would increase the cost of the foreign product. Would make 
handkerchiefs more marketable. Passaic used to be the center of handkerchief 
manufacture. Most of them had to go out of business.” 

Lumber group manufacturer (NEI) uses imported material with no domestic 
substitute: “Higher tariffs because Abraham Lincoln said ‘If we buy steel rails 
from England we get the rails but they get our manty- It’s better to make our 
own rails and keep our money here.’ I tin in high protective tariffs.” 

Machinery manufacturer (NEI) uses steel: ‘‘As long as we want a competitive 
market, the only way we can stay competitive is to keep tariff up, so we can keep 
our men working here.” 

Fabricated metals manufacturer (NEI) uses steel: “From conversations with 
other industrial representatives, I feel it should be higher.” 

Fabricated metals manufacturer (ETI) uses steel, rubber: “To stifle competition.” 


Lower 


Textile group manufacturer (MI) unfavorably affected: “We have spent a lot 
of money to put those people—Japanese especially—on their feet. Unless they 
can carry on, the money we have spent may be wasted. They have to live, 
have to export. If we do not buy they will seek other markets.” 

Textile group manufacturer (ICI) unfavorably affected: “The most important 
thing in the world is to eliminate war. In order to do that we must raise the 
standards of living in the underdeveloped countries. They must be able to 


buy our manufactured goods and aD oe their products.” 


Electrical goods manufacturer (£1) uses imports: ‘I think a lower tariff could 
be survived because we still have markets to make, here and abroad. Consump- 
tion would be greater, leading to increased production. Our efficiency and qual- 
ity of product could compete with any foreign product. * * * ” 

Machinery manufacturer (EI) imports materials: ““Am fundamentally against 
subsidies. If someone else can do a better job than we can, let them do it even 
if it’s a foreign country. * * * A substitute for high traiffs is Government sub- 
sidy to marginal producers. The only excuse for the existence of marginal pro- 
ducers is that we may need them in an emergency. I don’t feel that we should 
continually subsidize a marginal producer—it is a drain on the national economy 
and is the direct antithesis to the historical American tradition. The more we 
do it, the more we are getting away from the drive and initiative that made 
American industry great.” 

Fabricated metals manufacturer (ICI): “I’m a freetrader myself. Competi- 
tion between countries is the same as between States. It’s all for the good of 
the population. It hasn’t contributed adversely to the economy.” 

Furniture and fixtures group manufacturer (MI): “In the long run it will 
increase United States’ business and business throughout the world. S#limina- 
tion of trade barriers is necessary. In answer to ‘cheap labor’ argument, labor 
will demand higher standards as they have here and gradual adjustment will 
eliminate advantage.” 

Stone and glass group manufacturer (#1): imports materials: ‘Foreign com- 
petition will keep our industry on its toes and force it to turn out a better prod- 
uct. Also, countries that sell to us will buy from us, giving us larger markéts.”’ 


No change 


Food and kindred group manufacturer (MI): “Satisfied with the way, it is. 
I have nothing against it being lowered or raised although I am in plete 
accord with the President’s suggestion. This lowering of trade barriers must 
be gradual and we must let other people trade with us.’ 

Ehemical Manufacturer (EI) uses imports: ‘‘We are able to pay for freight, 
insurance, and duties and still compete on a favorable basis.” 
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Electrical goods manufacturer (MI) unfavorably affected by competition: 
“With present tariff rates we can compete oftentimes by better quality and 
engineering design. But if tariffs go down, the price differential would be too 
great and loss of sales would result.” 

Miscellaneous small goods manufacturer (MI) uses imports: “The world in 

eneral has to be assisted. We can’t sell to the world without buying from them. 
t is up to us to use our ingenuity to compete.” 


IV. Top Ten Survey 


This section of the report is concerned only with the interests of the 10 largest 
firms in the district, selected on the basis of number of employees from the Arril 
1954 issue of the New Jersey Industrial Directory. Employment figures used in 
this study are the number of workers listed by the companies when interviewed 
(November 1954-June 1955). 

Three of these large firms, selected at random, are also included in the general 
survey, since that study was designed to reflect the interests of 25 percent of all 
manufaeturing companies in the district. 


1. Description of firms surveyed 


The same manufacturing divisions used in the general survey are used here. 
Table 16 below shows that the 10 firms account for 35 percent of the total manu- 
facturing employment in the district. 


TABLE 16 


Employment 
Number Number ee surveyed as 


companies employees district ee a 


5.0 
13.6 
3.7 
6.8 
1.1 
1.5 
29 
34.6 


The relationship of the percentages in columns 3 and 4 reveal that the 2 textile 
firms employ almost 20 percent of all textile workers in the district and that the 
2 electrical goods manufacturers account for 70 percent of the employment in 
that.field. One firm in the apparel group employs 27 percent of the total in 
that trade, and the 2 rubber firms engage 82 percent of the total in their group. 
One chemical company and one fabricated metals firm employ 21 and 33 percent 
in their fields, respectively. The 111 percent of the total in the printing and 
publishing group can be accounted for by an expanding economy since the publica- 
tion of the industrial directory. 

Products manufactured by these companies: 

Textile group: Woolen and wors cloth, wearing apparel, lanolin soap, 
cosmetics. 

Electrical goods: TV transmitters, electronic instruments, radio telephones, 
power supplies, vacuum tubes. 

Apparel and needle: Shirts, underwear, handkerchiefs, neckwear. 

Chemical: Fine chemicals, toiletries. 

Rubber: Rubber products, belting, hose, friction materials, bowling balls. 

Fabricated metal: Insulated wire and cable, electrical tape. 

Printing: Printing, lithography. 

2, Subsidiaries, branches, foreign investments 

Two of the companies are divisions of other companies. 

Three of them have branches or subsidiaries outside the United States. The 
two parent companies have branches outside the country. 

Two of the 10 firms have foreign investments. Both of the parent companies 
have foreign investments, 
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8. Interest of the 10 firms in import competition and exports 


The survey revealed that every one of the firms either exports or has import 
competition—a direct foreign-trade interest. Table 17 below indicates the 
following breakdown: 1 firm with 9 percent of the workers has import competition 
and does not export; 9 firms with 91 percent of the workers have import competi- 
tion but also export. 


TaBLe 17.—Interest in import competition and exports 


i. 5 Import 

. Number Number Mixed 
Group companies | employees | bao owes interest 
_ —_. ———$—<—<—— | —————————.. 

| 

Textile 4, 300 (1) 2,600 
Electrical 11, 500 
Apparel and needle 
Rubber 


~ 
ye SS me et 
2 
4 
= 


segeuse 


Sis 
<= 





Of the 9 firms which export, 1 exports between 7 and 10 percent of its total 
production, 3 export 5 percent, 1 exports 3 percent, 3 less than 3 percent, and | 
preferred not to specify. 


Effects of import competition and possible types of adjustment 


Of the 10 companies facing import competition, 7 have found no change in 
their business, and 3 have been adversely affected. Some of their reasons are 
given below: 

Unfavorably: ‘I think the No. 1 reason for the drop in our employment is 
due to imported fabrics which compete with our fabrics.” 

“The above countries (England, Scotland, Belgium, Holland, Japan) can 
produce more che saply.”’ 

No change: ‘‘Many faeilities in Europe could seriously compete—not enough 
yet to worry us too mueh.” 

“Very slight competition—it hasn’t interfered, European and Asiatic goods 
sold are cheaper, but equal quality to ours is not characteristic.” 

Six of the firms. with 63 percent of the labor force felt they could use their 
plant equipment for other production, and three of these with 43 percent of the 
employment thought they could continue to use their labor force. 

On the question dealing with conversion there was again some difficulty as to 
meaning. One executive said, ‘‘We would just be out of business,’’ and gave no 
answers except that his labor foree would need retraining and placement service. 
Another had given no thought to any possibility of conversion. A third refused 
to commit himself because he said the questions had political implications which 
might lead to a socialistic program. He added that he wanted to stay in his 
present business, but if the Government offered to build him a new factory or 
remodel his present one at no cost to him, as it has done for industry in Europe, 
then certainly he would accept such help. Of the remaining 7 firms all but 1 thought 
labor retraining would be necessary, and 1 felt he couldn’t answer until he had 
decided what to convert to. Three would like a conversion loan, including 2 who 
would need tax relief; 1 wants no help at all. Three would take help from the 
Federal Government, but 1 of these would really prefer none, 1 wants aid from 
a local business commission, 1 felt he would need a bank-managing consultant, 
1 would accept help from all sources. 


5. Dependence on imported material 

Fight of the ten companies use imported materials in their production. Six 
of these, employing 17,300 workers (58 percent of top 10 employment) use mate- 
rials for which there are at present no domestic substitutes. The other two use 
imported material because it is not produced in sufficient quantity in this country 
(one added that the import was also.a better quality material). 
6. Opinions on the tariff 


Two firms favor higher tariffs, 2 lower, 2 no change and 4 have no opinion 
Some of their statements are quoted below: 
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Higher: Textile group manufacturer.—‘‘Lower wages in other countries makes 
it possible for them to sell more cheaply. Japanese worsted—finest cloth I’ve 
ever seen—is finished cheaper than we can make a comparable cloth in the gray.” 

Textile group manufacturer.—‘We favor adequate tariffs which will protect 
necessary domestic industries. We're happy if they seem sufficient. The key 
to the problem is an adequate tariff.’’ 

Lower: Rubber manufacturer.—‘‘(The president of this company) is on record 
to the effect that business should stand on its own feet and if it can’t compete 
should not be in business.” 

Electrical goods manufacturer.—‘‘ We have never recovered from the high tariff 
laws of the past. In general, cut down bigh tariffs—everything imported carries 
the extra load of transportation and duty.” 

No change: Apparel manufacturer.—‘‘The market is not being flooded.” We 
must live with the rest of the world. The economy seems rather well-balanced 
at present.” 

No opinion: Electrical goods manufacturer——‘‘We are so little affected that 
tariffs are not too important. However, tariffs should be higher for industries 
badly affected by foreign low labor costs.”’ 

Chemical manufacturer.—‘‘The present tariffs do not greatly affect the business.’’ 
He added, however, that his personal opinion is that lower tariffs are needed. 
He said that because of the number of people employed in railroads, piers, etc. 
New Jersey has a great stake in international trade and that there should be 
more freedom in trade. 

IV. Appenprx 


COPY OF QUESTIONNAIRE USED FOR BOTH SURVEYS 


la. Is your company a subsidiary of another company? 

If yes to la, ask: 

b. What is name and location of your parent company? 

2. Does your company have any branches or subsidiaries outside the United 
States? 

3. Does your company have any foreign investments? 

4a. Does your company export any products or materials directly and/or 


indirectly: (indirectly—that is, through sale of any of your products or materials 
to other domestic companies which in turn sell them to foreign markets.) 

If yes to 4a, ask: 

b. Approximately what proportion of your total production, on the basis of 
sales, do these products or materials represent? 

ce. Approximately what proportion of your labor force is used in the production 
of these exports? 

5a. Do you import any finished or semifinished parts or ingredients that you 
use in the manufacture of your products? 

If yes to 5a, ask: 

b. Could domestic substitutes be found for most of these semifinished and 
finished products, a few of them, or none of them? 

If they say most, ask: 

c. Will you tell us why you import these products? 

If they say few or none, ask: 

d. If you could not get these imported products, how would this affect your 
business? 

6a. What. are the principal raw materials used by this company? 

If yes to 6a, ask: 

b. Are any of these imported? 

If yes to 6b, ask: 

c. Could domestic substitutes be found for most of these raw materials, a few 
of them or none of them? 

If they say most, ask: 

d. Will you tell us why you import these products? 

If they say few or none, ask: 

e. If you could not get these imported products, how would this affect your 
business? 

7a. Are there any foreign-made products which are in competition with yours 
for the American market? 

If yes to 7a, ask: 

b. Would you say that since the end of World War II, this competition has 
affected your business favorably, unfavorably, or has there been no change? 
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c. We’d be interested in knowing why you say that? 
8a. If foreign sonata should increase to a point where it seriously threatened 


your business, could your plant equipment be utilized for production of other 
products? 


If yes to 8a, ask: 

b. If your plant equipment could be utilized for production of other products, 
could you also continue to use the bulk of your labor force? 

9. If conversion became necessary, what types of assistance would your com- 
pany pope: tax relief, conversion loan, help in industrial diversification, or any 
other 

10. If conversion became necessary, what types of assistance would your labor 
force require: broader unemployment compensation, labor retraining program, 
placement services, or any other? 

11. If conversion became necessary, would you prefer assistance from the 
Federal, State, or local government, local business commission, or from some 
other source? 

12a. By and large, do you favor higher or lower tariffs than we have now? 

b. We'd be interested in knowing why you say that? 
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I, INTRODUCTION 
(A) PURPOSE OF SURVEY 


Are export markets important to New Jersey manufacturing firms? 

To what extent do goods made in New Jersey compete with foreign-made 
products for the American market? 

Could local firms use their present plant equipment and labor force for other 
production should they be seriously injured by foreign competition? 

Are New Jersey firms dependent on imported materials for their production? 

The League of Women Voters believes that having conerete answers to questions 
like these can be of value to all concerned with determining a sound foreign-trade 
policy for the United States. Leagues all over the country are therefore conduct- 
ing surveys to determine what stake their own localities have in foreign trade, 

This is a report on the first survey to be completed in New Jersey. It covers 
the Sixth Congressional District, comprising all of Union County, 1 of the 7 
highly industrialized northeastern counties in the New York City metropolitan 
area. 


(B) WHAT THE SURVEY COVERS 
This survey is confined to manufacturing, which is the major industry in the 


Sixth District, accounting for 64 percent of total employment. Goods which are 
exported, or are competitive with foreign imports, are produced by this group. 
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This study is concerned with the direct effects of foreign trade on manufacturers 
and their employees. The presumption can be made that the indirect effects on 
the other segments of the economy, such as transportation, services, etc. would be 
similar to those directly affected. 

One limitation inherent ip a study of any particular region is that the area is 
never a wholly integrated economic unit and, therefore, it is impossible to discern 
all the adjustments that would have to be made to either increased competition 
from abroad or a reduction in exports. 


(c) HOW THE SURVEY WAS CONDUCTED 


In preparing the survey, the League of Women Voters received invaluable 
assistance from Public Opinion Surveys, Inc. of Princeton, N. J. Two studies 
were made, covering 176 manufacturing firms and 48.7 percent of all manufactur- 
ing employment in the district. The first was a general survey in which 169 
companies were interviewed. They were or selected at random from 
the April 1954 issue of the New Jersey Industrial Directory ' to furnish a 25 
percent sample of all manufacturing firms in the district listed in the directory. 
A 25 percent sample was considered to be more than sufficient to insure that, 
were 100 percent of the companies surveyed, the results would be the same. 

A separate survey was made of the 10 largest industries in the district, since 
they employ one-third of the workers in all manufacturing industries in the dis- 
trict listed in the directory. Three of the 10 companies, mathematically selected 
at random, are also included in the general survey in order to maintain the 25 
percent character of that sample. 

The interviewing, as well as the compilation of data, was done by volunteer 
league members. The interviews were conducted from May to July of 1954, 
With the exception of two interviews which were handled by telephone. all were 
persona] interviews arranged for by appointment with the president or some other 
top executive of each firm. A copy of the questionnaire used is appended to this 
report. 

a II. Hicuureutrs or Survey Finpincs 


Almost 100 nt of the manufacturers and their employees in the Sixth 
Congressional District have a direct interest in foreign trade. 

Ganeeal survey: 99 percent of the firms, emploving 97 percent of the labor 
force export, find imports to be competitive, or use imported materials not avail- 
able domestically. 

Top 10 survey: All of these companies have a direct interest. 

Firms employing more than half of the workers both export part of their produc- 
tion and also face competition from imported goods on the American market. 
These firms can thus be considered to have a mixed interest. 

General survey: 28 percent of the firms with 62 percent of the labor force have 
the mixed interest. 

Top 10 survey: 4 of the firms with 51 percent of the workers have the mixed 
interest. 

A very small percent of the workers are employed by firms having a purely 
competitive interest. That is: whose firms face foreign competition and & not 
export. 

General survey: 6 percent of the firms with 3 percent of the workers are in this 
category. 

Top 10 survey: 1 company with 17 percent of the workers is in this category. 

Two-thirds of the firms interviewed, employing more than 80 percent of the 
labor force, export. 

General survey: 6 percent of the firms with 90 percent of the labor force export 
to some extent. 

Top 10 survey: 9 of the 10 companies with 83 percent of the workers, export 
some of their production. 

The majority of manufacturers facing foreign competition felt confident that, 
if it should become a serious threat, they could redirect their production facilities 
into other channels, Of equal importance is the fact that these firms employ a 
major portion of the labor ferce. 

eneral survey: Of the 65 percent of workers employed by these firms, 50 
percent are employed by those who could redirect their production facilities. 

Top 10 survey: Of the 68 percent of workers employed by the firms affected, 
62 percent are employed by those who could redirect their production facilities. 


1 Published by the Hudson Dispatch, Union City, N.J. 
75018—56——_87 
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Of the firms facing foreign competition, one-fourth would need*no assistance 
should conversion become necessary. For those who would require assistance, 
half would prefer to receive it from the Federal Government. 

For the general survey, the above represents a true picture, however, for the 
Top Ten, 4 out of the 5 companies facing foreign competition would require no 
assistance. 

A substantial dependence on imported goods was indicated. 

General survey: 50 percent of the companies with 65 percent of the labor force 
use imported materials for which there are no domestic substitutes available at 
resent. 

: Top Ten survey: 90 percent of the companies with 96 percent of the labor force 
use imported materials for which there are no domestic substitutes available at 
yresent. 

, More than half of the executives interviewed preferred tariffs to be lowered or 
remain unchanged. ; 

General survey: 36 percent favored lower, 25 percent higher, 16_ percent no 
change and 25 percent had no opinion. 

Top Ten survey: 6 favored lower, 3 higher, and 1 no change. 


IIT. Derartep FInpINnGs 
(A) DESCRIPTION OF THE DISTRICT 


The Sixth Congressional District of New Jersey, which comprises Union 
County, is in the northeastern part of the State and within commuting distance 
of New York City. Area population is 426,000: 32 percent of the population 
are factory workers, and 20 percent of these are in manufacturing. The major 
manufacturing industries are machinery and chemicals. 

Union County is served by many railroads and national and State highways. 
Water frontage on the eastern boundary allows vessels to dock. Newark airport 
adjoins the northeastern part of the county. 

This accessibility of the district to the shipping and marketing areas of the East 
has been largely responsible for its rapid expansion. Itis now the third industrial 
county in the State, the first being Essex and the second, Hudson. 


Major industrial divisions 
We see the importance of manufacturing to the district in table 1 below. It 
accounts for 64 percent of the 135,398 persons employed in industry. 


TaBLe 1.— Major industrial divisions by numter of employees } 





Percent of 
Divisions Employees total 

I thn ning an cated eee cdoad he wank iy aged eek iemameatanae 87, 006 64.3 
TR i ae as CO ee ea 21, 036 15.6 
Gupal) ceeviess end erdsemsenlis.... . .. asec cis. chs ae sb dks 11, 153 8.2 
nn EL EO LE. 6, 272 4.7 
COgunnetene nena Males UMENND. ~ ono 8 oh. > dice cnainde decka eee bcnnoenseda 4,039 3.0 
Transportation._....._. sic ietpsameds to sodiensiiegtina abenel eutaienkd imeem cla manna otk ena a ea 3, 112 2.3 
Finance, insurance, and real estate_-_..............---..--.------- eee 2, 461 1.8 
DE; SG: SO GOTE s.r annsecadedusnesdebinekaxcedacuces 319 od 

MM AB Phi RUE SAL 3 RS eS | 135, 398 100.0 


1 New Jersey Industrial Directory, Hudson Dispatch, Union City, N. J., April 1954, p. B. 355. 
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TaBLE 2.—Major manvfacturing groups and number of workers employed by 
surveyed firms compared to tolals for the district 


District Firms surveyed, May-July 









1954 
Groups eats om 
Number | Pereent | Number | Number | Percent 
ofem- | Sue |} ofcom- | of em- s = 
| ployees | “ent | Panies | ployees | ar 
Machinery (except electrical) ...........-.---------_- | 19, 562 22. 48 | 27| 8,408 36.0 
Cs SR PENOR: na dicrdgiiqncscnucnpeycncneesge 13, 735 15.79 17 | 2, 182 | 10.0 
RNS 2 ia) ote ta biaeiad | 6, 642 | A a) cath ss te ee i eee 
Fabricated metal products. .................-....-- ‘ 6, 252 7.19 26 | 2. 920 12.0 
Electrical goods and machinery-........-- scheint iit 5, 666 6.51 | 18 | 1, 991 8.0 
Apparel and needle products. --_..........--..------ | 5, 455 | 6. 27 14 | 1, 345 6.0 
Petroleum and coal products !__........-...---_---.- 5, 293 | 6. 08 2) 42 | 3 
Pricey Tete PO sink. cnn ctdceconncgeedicnn | 5, 234 6. 02 4 | 1,175 5 
Miscellaneous small goods__---- pikdvexbdgonvunankawt 3, 841 4.41 | 16 | 1, 368 6 
Food and kindred products__...............--..--... 2, 776 | 3.19 9 1, 144 5 
Were ey IOs, . Sas ob eck i diced le 2, 545 | 2. 93 ~ 466 | 2 
PRG Se TE, oo oa dtsencscccaddccucmee 2, 461 2. 83 | 2 580 | 2 
8a not ndnnseeensbeebahl 1, 725 | Re oso oe ee 
Be ME oon ho cooks kc coce cc sadi ue aaecs | 1, 686 | 1, 94 | 3 | 120 | 1 
Paper and allied products_.............-.-.-...-....] 1, 240 1. 43 | 6 | 480 | 2 
Stone, glass, and ceramics. - ........................- | 914 1.05 6 456 2 
TesGPUAID GIN GROG isin ann cd cctccncncccceccaccous 733 . 84 | 1 38 t 
Ig cit ce carne Eaniannaneienin 697 -80 | 2) 165 | l 
Lumber and wood products_-._.....-....--.---.----- | 389 . 45 7) 173 1 
I I istics ecteeretrinie eatacte~tuepmnetn 160 -18 1 125 | 1 
al 
en 22t deaiieidb in liesic cde a ay 100. 00 169 | 23,178 | 100.3 








3 companies in these 2 groups are included in the separate study of the 10 largest firms (see p. 19). 


(b) TABULATIONS 


Two types of tabulations were used in summarizing the replies. For questions 
directly concerned with the foreign trade problem, the number of employees was 
used since the number of employees is the only ‘“‘common denominator” in the 
replies. By totaling the number of employees, a quantitative measure of the 
effects of foreign trade on the manufacturing firms surveyed can be established. 
For questions of a descriptive nature such as statistics on national defense, 
foreign investment, subsidiaries, and opinion, the number of companies was used. 


(c) GENERAL SURVEY RESULTS 


1. Description of the firms surveyed 

The major divisions within manufacturing industry in the district are shown in 
table 2 on the facing page. It is helpful to keep the comparative importance of 
these divisions in mind in assessing the results of the survey. 

We see that 78 percent of all manufacturing is concentrated in the following 
groups: Machinery (except electrical), chemical and plastics, automobile, fabri- 
cated metal products, electrical goods and machinery, apparel and needle prod- 
ucts, petroleum and coal products, primary metal products. 

The companies surveyed represent 27.3 percent of total manufacturing employ- 
ment in the district. 

Each of the manufacturing groups is represented by many companies cf varying 
size, with the exception of the automobile and petroleum and coal groups. Two 
companies account for over 95 percent of total employment in the automobile 
group, and one company employs 80 percent of the workers in the petroleum 
and coal group. 

Except for these two groups, the relationship of employment surveyed in each 
division to the total for the district is reflected with reasonable accuracy. The 
specific interests of the automobile and petroleum and coal industries are dealt 
with in the detailed findings of the Top Ten study. 

From table 3 (below) we see that the majority of companies are small, em- 
ploying under 50 people, with the next largest group employing from 100 to 500 
persons, 
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TABLE 3.—Relative size of companies surveyed May through July 1954 


Number of Percent of 


Size of company companies | companies 


169 100 


Subsidiary foreign investment and national defense data (questions 1, 2, 3, 4, 
and 16): 


Six percent of the companies surveyed are subsidiaries. 

Twenty-five percent have subsidiaries or branches in the United States. 

Eight percent have subsidiaries or branches outside the United States. 

Nine percent have foreign investments. 

The chemical companies have more foreign investments and subsidiaries or 
branches outside the United States than any other group. 

Half of the companies representing almost all manufacturing groups are en- 
gaged in some national defense production. While a greater percent of these are 
larger firms, small companies are also doing defense work. 


2. Interest of firms surveyed in import competition and exports 


All firms were asked whether they exported their products either directly or 
indirectly, and whether they faced competition from foreign-made products for 
the American market. On the basis of their replies, they were classed in the 
following categories: ? 

A. Import competitive interest: Firms which consider imports to be competi- 
tive and which do not export their products. 

B. Mixed interest: Firms which consider imports to be competitive and which 
also export their products. 

C. Export interest: Firms which export and which do not consider imports to 
be competitive with their products. 

D. No expressed interest: Firms which neither export nor consider imports 
to be competitive with their products. 


? This is the breakdown used by the Library of Congress in a recently completed report of the Fourth 
Congressional District. 
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Tas_e 4.— Number of workers in firms surveyed which are affected by exports and 
competitive imports as of May-July 1954 


B 


Mixed Export 
interest | interest 


Machinery (except electrical) 
Chemical and plastics 
Automobile... --..-.--- 
Fabricated metal 

Electrical 


Apparel and needle 
Petroleum and coal 
Primary metal products 
Miscellaneous small products 
Food and kindred products 
Furniture and fixtures 
Printing and publish 
Aircraft 

Paper and allied products 
Stone, glass, and ceramics 
ee 


ther 
Lumber and a products 
Rubber products 


Norte.— Based on responses to questions 5a, 6a, and Ila. 


Table 4 on the facing page shows: 93 percent of the workers are employed by 
firms that export or are concerned with competitive imports. 

Category A: 3 percent of the labor foree—employed by firms which consider 

rts to be competitive, and do not export; 
ategory B: 62 percent of the labor foree—employed by firms which consider 
imports to be competitive, but also export; 
ategory C: 28 percent of the labor force—employed by firms which export 
and do not consider imports to be competitive; 

Category D: only 7 percent employed by firms having no expressed interest in 
exports or competitive imports. 

Although it is not possible to discern the balance of interest in firms facing 
foreign competition who are also exporters (mixed interest, category B), generally 
“producers are more aware of the competitive effects of imports than they are 
concerned with the present foreign sales or potential export markets.” ® 

Analysis of interest by manufacturing groups.—The mixed interest predominates 
in the following groups: machinery (except electrical), chemical and plastic, 
printing and publishing, food products, rubber products, ‘and miscellaneous small 
goods. The electrical and paper and allied products groups seem fairly evenly 
divided between firms with a mixed interest and those with a clear export 
interest. 

The stone, glass, and ceramics group is about evenly divided between mixed 
interest and import competitive interest. 

Export interest appears strongest in the apparel, furniture and fixtures, and 
fabricated metals grou 

_No clear pattern is discernible for the remaining categories. 


3 Foreign Trade and the Fourth Congressional oneee of New Jersey, Harold T. Lamar, Lezislative 
Reference Service, Library of Congress, Washington 25, D.C. November 1954, p. 43. 
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Products manufactured by companies whe find imports to be competitive 


Group Products 


Machinery ; are Sewing machines, tool and dies, machine parts. 

Chemical ‘ Pharmaceuticals, adhesives, resins, and others. 

Fabricated metal_-_.--_- AER Aluminum foil, brass and copper products, processors of steel. 

Electrical i ...| Insulated wire, business machines, communications equipment, 

Apparel__..........___.._..............]| Cloth and straw hats, men’s sport and dress shirts, children’s 
wear, knitwear. 

Miscellaneous small goods..._..._.......| Plastic and wooden toys, pencils and erasers, candles, stamp pads, 
marking devices. 

Food... _..| Cookies. 

Printing and ‘publishing_. as ve | Books. 

Paper and allied products | Paper napkins, envelopes, tablets, blueprints. 

Stone, glass and ceramics_--_____- Concrete products mason materials, costume jewelry, industrial 
diamonds, glass bricks. 

Leather... ..-..-- acacia ...| Luggage. 

Rubber. ._-......--..-.-----.....---.-.} Molded rubber goods. 


' 


Total interest in exports—By combining the companies in eategory B (mixed 
interest) and category C (export interest), we can measure total interest in exports. 
We find that 65 percent of the companies with 90 percent of the labor force export 
to some exteat. 

Of the 66 percent of the companies which export, 53 percent export 5 percent 
or less of their total production. One company exports 8 percent, while the 
remaining companies export 10 percent or more. One company in the mixed 
interest group, which employs nearly 30 percent of the labor force surveyed, 
exports 20 percent of its production. 

Five percent or less may seem small until it is compared with the national 
export figures. Approximately 4.5 percent of the gross national product is ex- 
ported.!. To the company concernea, even 5 percent can make a significant dif- 
ference ir profits; while 10 percent can and often does mean the difference between 
profit and loss. 

We can see from table 5 (below) that some exporting is done by small companies 
as well as by the larger firms. 


TaBLE 5.—Size, percent and number of companies who export as of May-July 1954 


Size of company | Seed - ee who — ae 


Under 50 anabayes 
50 to 100 


1,000 and over........-_.--- 
eid acutnetieeiers 


8. Effects of import competition and possible types of adjustment should this com- 
petition threaten serious injury. 

All of the companies who said their products faced competition from foreign- 
made goods on the American market were asked the following questions: 

“Has this competition affected your business favorably, unfavorably, or has 
there been no change?”’ 

“If foreign competition should increase to the point where it seriously threatened 
your business, could your plant equipment be utilized for the production of other 
products?”’ 

“If your plant equipment could be utilized for the production of other products, 
could you also continue to use the bulk of your labor force?” (Asked only of 
those who replied affirmatively to the preceding question.) 

These questions concerned companies employing 65 percent of the labor force, 
62 percent of them in the mixed-interest group. (See table 4.) With the exception 
of three companies, all who answered the question on plant equipment in the 
affirmative responded similarly on use of present labor force. 


1 Pending Trade Issues, League of Women Voters of the United States, November 1954. 
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Their tabulated answers to the first two questions appear in table 6 on the facing 


age. 

Table 6 shows that half of the companies facing competition are unfavorably 
affected. However, of the 65 percent of workers employed by these firms, only 
18 percent are employed by those who have been unfavorably affected, and 13 
percent by those who report no change in the effects of foreign competition on 
their business in recent years. The remaining 34 percent are represented by 5 
companies who reserved opinion, had no opinion, or reported effects of competi- 
tion to be favorable. 

When we look at the ability of all companies facing foreign competition to use 
present plant equipment for other production, we find that: of the 34 percent of 
companies concerned, 20 percent responded in the affirmative. Of equal signifi- 
cance is the large percent of the labor force represented; for of the 65 percent of 
workers employed by these firms, 50 percent are employed by those answering in 
the affirmative. Forty-five of this 50 percent are employed by firms who state 
that their skills could utilized in the new production. The three companies 
whose workers might be displaced are manufacturers of wooden toys, tools and 
dies, and insulated wire. : 

Where companies are unfavorably affected.—Nearly half of the total employment 
unfavorably affected is in the chemicals and plastics group, and all of these firms 
could use present plant equipment for other production. 

The following quotas represent the reasons why those firms who cannot so 
redirect their present facilities believe foreign competition has adversely affected 
their business: 

A manufacturer of cookies states, ‘English biscuits imported by department 
stores at a low price have adversely affected our sales to this class of trade. How- 
ever, imports have not had a substantial effect on our business as a whole.” 

The manufacturer of rod wire, strip, and sheet states, “Same products being 
imported at a cheaper price.”” The manufacturer of aluminum foil states, ‘‘For- 
eign foil comes in at as low or lower price than the domestic raw material although 
of inferior quality.” 

A manufacturer of industrial diamonds states, ““Enough competition in the 
United States. This just adds to number of competitors.” 

A manufacturer of molded rubber goods states, ‘“There are countries—Holland, 
Germany, Japan, Italv, and Czechoslovakia—manufacturing footwear and 
selling here helow our cost of manufacture. We are getting a little bit alarmed 
on footwear.” 

Where companies find no change in the effects of import competition.—Of the 13 
percent of total labor force surveyed which this group represents, 6 percent are 
employed by firms who could use present plant equipment for other production, 
and 7 percent by firms who could not. 

The following quotes represent the reasons why those firms who cannot 80 
redirect their present facilities believe there has been no change in the effects of 
foreign competition on their business in recent years: 

The manufacturer of perfumes and flavor materials states, “Up until very 
recently the people abroad have not been able to compete. Expect this to change 
very soon because of Kurope’s increased production—competition expected 
particularly from Germany.” : 

A chemical company who finds imports of phthalic and hydric acid to be competi- 
tive states, ‘‘Don’t mind competition, but imports have depressed price level.” 

A primary metals firm finds iron imports competitive, but states, “Foreign 
source has set up a local States operation. No different than before from a 
competitor’s standpoint.” 

A company manufacturing insulated wire states, “Our employees can out- 
produce any foreign competitor; this, coupled with additional freight costs, 
makes competition weak.” 

A book publishing company states, “No relative change in the capacity of 
foreign manufacturers to produce.” 

Degree and types of assistance required should conversion become necessary.—All 
of the firms facing foreign competition (including those who could use their 
present plant equipment for other production) were asked the following three 
questions: 

1. “If conversion became necessary, what types of assistance would your com- 
pany require: tax relief, conversion loan, help in industrial diversification, or 
any other?” (Question 13.) 
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The majority of companies, representing a major portion of the workers were 
evenly divided between those who would like help in industrial diversification 
and those who would need no assistance. 

2. “If conversion became necessary, what types of assistance would your labor 
force require: broader nena ay compensation, labor retraining program, 
placement services, or any other?” (Question 14.) 

A labor retraining program was most frequently mentioned and reflected the 
largest portion of the labor force. About a fourth of the firms would need no 
assistance and a similar number desired placement services for their employees. 

3. “If conversion became necessary, would you prefer assistance from the 
Federal, State, or local government, local business commission, or some other 
source?” (Question 15.) 

More companies preferred help from the Federal Government than from any 
other source. However, a similar number of the companies representing the 
major portion of the labor force would require no assistance from any outside source. 


TaBLe 7.—Use of imported materials and availability of domestic substitutes as of 
May-July 1954 


[By number of workers employed and percent of labor force affected] 


Use ent Se and | Use imported raw materials 


Type of manufacturing and products } °¥ 
imported 


No No 
Domes- r Domes- 
tie sub- omer Total | tic sub- egy Total 
stitutes stitutes , 

tu 


Machinery 
Chemicals 
Fabricated metal 

Electrical 

Apparel 

Petroleum and coal. ------ 
Primary metal 
Miscellaneous small products 
Food and kindred products 
Furniture and fixtures 


Note.—Based on answers to questions 7a-c, 8a-c, 9b, and d. 


4. Dependence on imported materials—raw, semifinished, and finished 

All companies were asked if they used imported materials, and whether or not 
domestic substitutes were available for these materials. 

The replies, as listed in table 7 on the facing page, show that 10 percent of the 
employees are represented by companies who use imported semifinished and 
finished products in their manufacturing process. Six out of ten pereent in this 
group are employed by companies who state no domestic substitutes are available. 

A total of 27 percent of the workers in companies importing raw materials, and 
20 percent of these are in companies who state no domestic substitutes are 
available. 

It is not feasible to total the two groups, as many companies use materials of 
both types. 

The heaviest dependence on imports appears to be in the chemical group, where 
very few domestic substitutes are available for coconut oil, tungsten ore, starches, 
and many chemicals. In the food group, sugar, coffee, chocolate and coconut 
are not available domestically. In the primary metal group, none of the imported 
minerals is available domestically. In the apparel group, no domestic substitutes 
are available for straw braid. 
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Mineral 


Percent 
quartz Crystal |\ 
Industrial 

Diamonds 
Tin 
Chromite 
Tantalum 
Mica 
(strategic) 
Nickel 
Asbestos 
(long fibre) 
Platinum 
metals 
Manganese Ore 
Mercury 
Cobalt 
Graphite 
(flake) 
Antimony 
bauxite 
Arsenic 


Cadmium 


Tungsten 
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Source of chart: Bureau of Mines "Together We Are Strong", Dept. of State, Pub.#H614 
Dec. 1952, yp 20-21 


Table 9 below shows the raw materials used by the majority of companies in a 
particular group, and those they knew to be imported. This table should be 
studied in conjunction with table 8, which shows to what degree the United States 
is self-sufficient in various mineral imports vital to industry. 
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TaBLe 9.—Raw materials used and those im 


Manufacturing type 


Chemicals and plastics_-_- 
Automotive 
Fabricated metal 


Petroleum and coal 
Primary metal products__.- 


Miscellaneous small prod- 


ucts. 
Food and kindred prod- 
ucts. 


Furniture and fixtures. 
Printing and publishing- -- 
Aircraft 

Paper and allied products__- 
Stone, glass and ceramics__- 
Instruments and clocks-_--- 


RL = occu cies one, 
Lumber and wood 


surveyed as of May-July 1954 
Raw materials used 


Steel, brass, aluminum, nickel, copper, iron. 


Vegetable and fish oils, fats, starches, chemi- 
cals, and plastic materials. 

Steel, ‘brass, aluminum, iron and bronze, 
paper. 

Aluminum, copper, manganese, brass, steel, 
nickel, paper, zine, tin. 

Steel, aluminum, copper, nickel, brass, plas- 
tics, chemicals. 

Rayon, cotton, wool, plastics, chemicals, 
leather. 

Oils, drums, barrels, petroleum. 

Molybdenum, iron, steel, nickel, tungsten, 
copper, tin, aluminum, chromium. 

Steel, brass, glass, chemicals, graphite, cop- 
per, rubber. 

Sugar, fruits, spices, flour, fats, coffee, choco- 
late, milk products. 


Lumber, cotton, wood, steel, foam rubber, 
ticking, lacquers. 

Steel, chemicals, paper, cloth, ink, binder 
board. 

Steel, brass, bronze, aluminum, manganese. 

Paper, paperboard, chemicals. 

Rough diamonds, brass, steel, cement, sand, 
clay, chemicals, 

Aluminum, iron, steel, brass. 

Hides, wool, imitation leather, wood. 

Lumber, steel, chemicals, wood, aluminum. 

Crude rubber, synthetic rubber, steel. 


Note.—Based on answers to questions 9a and b. 
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ported or known to be imported by firms 


Those imported 


Covar, nickel, copper, steel, 
aluminum. 

Chemicals, oils, tungsten ore, 
starches. 


Copper, tin, 
ganese, paper, metals. 
Copper, nickel, aluminum, 
rubber, paperboard. 
Leather. 


nickel, man- 


Mostly all imported. 


Graphite, brass, copper, asbes- 
tos, beeswax, rubber. 

Sugar, fruits, ginger, coconut, 
cocoa, vanilla, chocolate, 
coffee, 

Wood. 


Shellac. 


Rough diamonds. 


Mahogany, steel. 
Crude rubber. 


From table 8 we see that the degree of dependence on imported materials is 


considerably greater than table 9 above indicates. 
chromite, and nickel, over 95 percent of which must be imported. 


Many companies use tin, 


Copper is 


another widely used raw material, 35 percent of which must be imported to fill 


the needs of industry nationally. 


We must also import 44 percent of our lead 


and 30 pereent of our zine, both of which are needed by many industries. 


TABLE 10.—Opinions on tariff of executives interviewed, by major manufacturing 


Manufacturing groups 


Machinery 

Chemieal and plastics 
Fabricated metal 
Electrical 

Apparel 

Petroleum and coal 
Primary metal 


Miscellaneous smal] products 


Food and allied products 
Furniture and fixtures 


Printing and publishing. -................- 


t 
Paper and allied products 
Stone, glass, and ceramics 
Instruments 


groups 


| 
Total num- 


Favor 
higher 


et te 


oe» 
orb 


Norte.— Based on answers to question 17. 


Favor 
lower 


| 


i 


Have no 
opinion 


Favor no 
change 


a 
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We see from table 9 that almost all major manufacturing groups use steel 
However, steel cannot be made without tungsten, cobalt, and manganese ore. 
As shown in table 8 more than half of the tungsten used must be imported, almost 
90 percent of the cobalt, and 90 percent of the manganese ore. Thus users of 
steel can also be said to be dependent on imported materials for which there are 
no substitutes available domestically. 

By adding the companies who use steel (43 percent) to those who use other 
imported materials for which no domestic substitutes are available (adding only 
once any company using more than one type of imported materials) we find that 
50 percent of the companies employing 65 percent of the labor force are dependent 
on imported materials for which at present no domestic substitutes are available. 
5. Opinions on the tariff of the executives interviewed 

Executives interviewed were asked: ‘‘By and large, do you favor higher or lower 
tariffs than we have now?’’ (question 17). 

Table 10 on the facing page shows that 36 percent of the executives interviewed 
favored lower tariffs, 25 percent favored higher tariffs, 23 percent had no opinion, 
and 16 percent preferred no change. 

The proportion of those favoring lower tariffs appears to be concentrated in 
the fabricated metal, electrical, and food industries. Half of the companies in 
the stone, glass, and ceramics group favored higher tariffs. The furniture and 
fixtures, paper products, and machinery groups rank high in the “‘no opinion” 
category. No concentration within any one group appears in the ‘“‘no change’”’ 
answers. 

Table 11 below shows the breakdown of opinion by the four interest classifie¢a- 
tions, namely: Import-competitive-interest group, mixed-interest group, export- 
interest group, and no-expressed-interest group. 

In the import-competitive-interest group, half favored higher tariffs. In the 
mixed-interest group, almost as many favored higher as lower, and “no change” 
took a close third place. In the export-interest group, over 40 percent favored 
lower tariffs, and the balance were fairly evenly divided among the remaining 
categories. In the no-expressed-interest group, half of the companies had no 
opinion, and the balance were almost evenly divided between the higher tariff 
and lower tariff groups. 


TasLe 11.— Executives’ opinion on tariff by category interest classification 


Favor 
Pereent i Percent | no 


change 


Mixed interest___- 
Clear export in- 


1 Less than 0.1 percent. 


Reasons given for tariff preference 

No opinion: The majority of executives in this group stated that tariffs did not 
affect their business. 

Higher tariffs: A company manufacturing deep well pumps states, ‘‘As a com- 
pany, it does not affect us, but I prefer high tariffs—rather than free trade.” 

A company manufacturing air fittings, rivet punches, and threaded rod states 
“With higher tariffs we won’t have competition with Europe to manufacture and 
dispose of our own products. If the market is flooded with foreign products 
manufactured with cheaper labor, we will have difficulty selling ours.” 

A company manufacturing buffing compounds favored higher tariffs to “restrict 
the import of foreign cutlery. Foreign competition in the cutlery industry affects 
our buffing compound business, which thrives on domestic cutlery manufacturing.” 

Lower tariffs: A chemical company states, ‘‘Generally speaking the less restric- 
tions there are on trade, the easier it is for us to be in a position to produce ma- 
terials we are best able to produce. The same is true for England and France 
and the other countries in the world. This question must be considered from a 
worldwide viewpoint.” 
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A pharmaceutical company states, ‘‘We would have lower costs for products 
made from imported materials.” 

A fabricated metals company states, ‘‘I think America has the ability to com- 
pete with other countries and this competition would foree improved methods 
and production.” 

An apparel manufacturer states, ‘“‘In order to encourage export trade, I would 
favor reduction in import tariffs so that foreign countries may obtain dollars with 
which to purchase American merchandise.” 

No change: Most of the companies who favored no change felt that tariffs were 
either high enough or low enough at present. However, this comment was also 
typical of this group: 

A manufacturer of textile print paste and industrial finishes favored no change 
because “retaliation might be taken if ours were raised .” 


(D) TOP 10 SURVEY 


This section of the report is concerned with the interests of only the 10 largest 
firms in the district. They were selected on the basis of number of employees 
from the April 1954 issue of the New Jersey Industrial Directory. Employment 
figures used in this study are the number of workers listed by the companies 
when interviewed (April to July, 1954). 

Three of these large firms, selected at random, are also included in the general 
survey, since that study was designed to reflect the interests of 25 percent of all 
manufacturing companies in the district. 


1. Description of firms surveyed 


The same manufacturing divisions used in the general survey are used here. 
We learn from table 12 below that the 10 firms account for one-third of total 
manufacturing employment in the district. 


Tasie 12.—Employment of 10 firms showing comparison to total district employ- 
ment by manvfacturing groups as of May-July 1954 


Percent of Employment 


— Number of Number of | al in surveyed as 


companies employees percent of 


district total 


Machinery (except electrical) 
Chemical 


1 When interviewed company reported employment was 1,250 until very recently. 


Looking at the relationship between the figures in column 3 and 4, we see that 
the two machinery firms and two chemical firms account for almost half of the 
total district employment in their respective fields. The automobile firms 
surveyed employ 95 percent of all auto workers; the petroleum and coal firm 
employs over 80 percent; and the furniture and fixtures firm employs half of 
the total for the district in that field. The proportion of district employment is 
relatively small for the fabricated metal and electrical companies. 

What products do these large firms manufacture? 

Machinery group: Sewing machines, needles, and parts; and foundry type and 
printing presses. 

Chemical group: Dyestuffs and chemical specialties; and nutritional, industrial, 
and medicinal chemicals. 

Automobile group: Assembly plant; and truck engines, transmissions, axles, 
Fabricated metal: Filters. 

Electrical: Products for radio and television sets. 

Petroleum and coal: Oil refinery. 

Furniture: Matresses and hide-a-beds. 

Subsidiaries, branches, foreign investments, and national defense: 
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Three of the companies are subsidiaries. 

Eight of the companies have subsidiaries. 
| Five of the companies have subsidiaries or branches outside the United States 
and 1 has agents in 56 countries. 

Six of the companies have foreign investments. 

Six of the companies are engaged in some production for national defense, 


2. Interest of the ten firms in import competition and exports 

The survey revealed that every one of the companies either exports or has import 
competition—a direct foreign trade interest. 

Table 13 below indicates the following breakdown: 

One company, with 17 percent of the workers, finds imports competitive and 
does not export. 

Four companies, with 51 percent of the workers find imports competitive, but 
also export. 

Five companies, with 32 percent of the workers, export, and do not consider 
imports to be competitive. 


TABLE 13.—Jnterest in import competition and exports (as of May-July 1954) 


y Import 
Number of | Number of Mixed Export 
Group companies | employees -— interest interest 


Machinery (except electrical) 
Ciemieal. ............ 

Automobile. . 

EE IND oo cctiwisisiee ss nascanccmndnnginnd 
Electrical__--_-- 

Petroleum and coal_.__.-- 7 
Furniture and fixtures............-- aaa 


Breakdown of interest by companies: 
Import competitive interest: Automobile assembly plant. 
Mixed interest: The 2 chemical and the 2 machinery companies. 
Export interest: The manufacturer of truck components, the fabricated 
metal, electrical, petroleum, and furniture companies, 

Degree of production for export: Based on sales. 

The highest percent of production for export is to be found in the mixed interest 
group where the manufacturer of sewing machines exports 20 percent, the manu- 
facturer of dyestuffs exports 10 percent and the manufacturer of industrial, 
nutritional, and medicinal chemicals exports 30 percent. 

The manufacturer of truck components reports that exports account for be- 
tween 8 and 10 percent of production; and the other 5 firms export less than 5 
percent of their production. 


38. Effects of import competition and possible types of adjustment should this com- 
petition threaten serious injury 


Of the 5 companies who found imports to be competitive, 2 were unfavorably 
affected. The reasons given follow: 

The manufacturer of foundry type stated: “Competition for a limited market 
has increased.” 

The manufacturer of dyestuffs stated: ‘‘Europeans, since World War II, be- 
cause of lower standards of living and lower wages, could produce and deliver for 
less money.” 

The manufacturer of chemicals found there to be no change in the effects of 
import competition, stating: “‘Major competition is from new domestic dyestuffs 
corporations. Foreign competition from Germany is not too critical.” 

he automobile assembly plant had no opinion as to the effects of competition 
and the manufacturer of sewing machines stated: “Population increases in the 
United States have broadened the market. Many more machines are being used 
today. There is no way of knowing how many would have been sold if there had 
been no competition.” 

Four of the five companies facing competition could use present plant equip- 
ment and the bulk of their employees for other production should this become 
necessary, including the two firms reporting unfavorable effects. 
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Should conversion become necessary, two companies did not feel the need for 
any assistance. A labor retraining program, placement services, and help in 
industrial diversification were the types of assistance preferred. 


4. Dependence on imported materials 


Five companies use imported finished and semifinished products and one reports 
that no domestic substitutes are available: a chemical firm importing many 
partially processed chemicals. The manufacturer of sewing machines imports 
complete machines and states domestic substitutes are available but at much 
higher prices. The manufacturer of refined oil who imports waxes and lubricants 
states domestic substitutes are ‘“‘not economically desirable.” 

One company imports agricultural derivatives and another heavy crude oil, and 
both st»te that few domestic substitutes are available. Seven companies list steel 
as a principal raw material. Because steel cannot be made without cobalt and 
manganese, both of which must be imported, 9 of the 10 firms are actually de- 
pendent on imported raw materials for which no domestic substitutes are presently 
available (see table 8). 


5. Opinions on the tariff 


Three of the executives interviewed favored higher tariffs, 6 preferred lower 
tariffs, and 1 no change. 

Reasons given by those favoring higher tariffs: 

‘Since we do not in any way import, that would not enter in. Since most of 
our products fall into a classification which is generally exempt from tariffs, in 
our line it would not make much difference to us. However, to protect our posi- 
tion we generally would be in favor of a higher tariff if present tariffs are to be 
revised. We would want to keep out very cheap filter equipment from Japan, 
the Philippines, or from any country where there is low-priced labor.” 

“They (tariffs) do affect segments of overall business—not this plant—textile 
mills particularly in which we have large investments outside of New Jersey.” 

“United States is now a relatively low tariff country, and many foreign-made 
articles can come in to the United States for less than they can be made here.” 

Tvnical reasons given by those favoring lower tariffs: 

‘“‘We have to protect American business where it is necessary, but not to the 
extent that we should hurt our export markets.” 

“Tnterest in not having any major or rash change in current status. Interested 
in anything that will better our position in world trade and help friendly nations, 
but mostly interested in maintaining strength in this country. Therefore favor 
gradual reduction of tariffs.” 

“T believe in providing a chance for people abroad to sell in our markets rather 
than to send them direct dollar aid. The solution to international problems in 
the long run is attaining overall economic balance. High tariffs spell isolationism, 
and this is not in keeping with the present stage of our civilization. The world 
has gotten very much smaller. We must solve our economic and moral problems 
before we can have peace.” 

No change: “If we put tariffs up in the United States, the foreign countries will 
put their tariffs up.” 

IV, APPENDIX 


COPY OF QUESTIONNAIRE USED FOR BOTH SURVEYS 


la, Is your company a subsidiary of another company? 

If yes to la, ask: 

b. What is name and location of your parent company? 
9 2a. Does your company have any subsidiaries or branch offices in the United 
States? 

If yes to 2a, ask: 

b. Are any of these subsidiaries or branch offices in New Jersey? Where in 
New Jersey? 

3. Does your company have any branches or subsidiaries outside the United 
States? In which countries? 

4. Dors your company have any foreign investments? 

5a. Does your company export any products or materials directly? What 
products or materials? 

If yes to 5a, ask: 

b. Approximately what proportion of your total production, on the basis of cost, 
do these products or materials represent? 
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6a. Does your company export any of its products or materials indirectly, that 
is, do you sell any of your products or materials to other domestic companies 
which in turn sell them to foreign markets? What products or materials? 

If yes to 6a, ask: 

b. Approximately what proportion of your total production, on the basis of 
cost, do these products or mat°rials represent? 

7a. Do you import any semifinished parts or ingredients that you use in the 
manufacture of your products (that is, parts or ingredients that require further 
processing before they can be used)? Which semifinished parts or ingredients? 

If yes to 7a, ask 7b and 7c: 

b. Approximately what proportion of the total amount of semifinished parts and 
ingredients that you use do these represent on the basis of cost? 

c. Could domestic substitutes be found for most of these semifinished products, 
a few of them, or none of them? 

8a. Do you import any finished parts or ingredients that you use in the manu- 
facture of your products? Which parts or ingredients? 

If yes to 8a, ask 8b and 8c: 

b. Approximately what proportion of the total amount of finished parts and 
ingredients that you use do these represent on the basis of cost? 

c. Could domestic substitutes be found for most of these finished products, a 
few of them, or none of them? 

9a. What are the principal raw materials used by this company? 

b. Are any of these imported? Which ones? 

If yes to 9b, ask 9c and 9d: 

ce. Approximately what proportion of the total amount of raw materials that 
you use do these imported raw materials represent on the basis of cost? 

d. Could domestic substitutes be found for most of these imported raw materials 
a few of them, or none of them? 

10. Would you say that relaxed trade restrictions since the end of World War 
II have affeeted your business favorably, unfavorably, or has there been no change? 

lia. Are there any foreign made products which are in competition with yours 
for the American market? 

If yes to lla, ask 11b, lle, 12a, 13, 14and15 If no to 11a, skip to question 16. 

b. Would you say that since the end of World War II, this competition has 
affected your business favorably, unfavorably, or has there been no change? 

ec. We'd be interested in knowing why you say that? 

12a. If foreign competition should inerease to a point where it seriously threat- 
ened your business, could your plant equipment be utilized for production of 
other products? 

If yes to 12a, ask: 

b. If your plant equipment could be utilized for production of other produets, 
could you also continue to use the bulk of your labor force? 

13. If conversion became necessary, what types of assisiance would your 
company require: tax relief, conversion loan, help in industrial diversification, 
or any other’ 

14. If conversion became necessary, what types of assistance would your labor 
force require: broader unemployment compensation, labor retraining program, 
placement services, or any other? 

15. If conversion became necessary, would you prefer assistance from the 
Federal, State, or local government, local business commission, or from some 
other source? 


16a. Is your business engaged in production for national defense? 

If yes to 16a, ask: 

b. Approximately what proportion of your total production does this represent 
on the basis of cost? 

17a. By and large, do you favor higher or lower tariffs than we have now? 

b. We'd be interested in knowing why you say that? 
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EFFECTS OF FOREIGN TRADE ON THE MANUFACTURING INDUS- 
TRIES IN THE SEVENTH CONGRESSIONAL DISTRICT OF NEW 
JERSEY 


League of Women Voters of New Jersey, 53 Washington Street, Newark, N. J., 
July 1955 


ConTENTS 
I. Introduction. 
(a) Purpose of survey. 
(6) What the survey covers. 
(c) How the survey was conducted. 
(d) Tabulations. 
. Highlights of survey findings. 
. Detailed findings. 
(a) Description of the district. 
(b) General Survey results. 
1. Description of the firms surveyed. 
2. Interest in export and import competition. 
3. Effects of import competition. 
4. Dependence on imported materials. 
5. Opinions on the Tariff of the executives interviewed. 
(c) Survey of nine of the largest firms. 
’. Appendix. 
(a) Tabulation of information received from replies. 
(b) Copy of questionnaire used. 


I. INTRODUCTION 
(A) PURPOSE OF SURVEY 


Are export markets important to New Jersey manufacturing firms? 

To what extent do goods made in New Jersey compete with foreign-made 
products for the American market? 

Could local firms use their present plant equipment and labor force for other 
production should they be seriously injured by foreign competition? 

Are New Jersey firms dependent on imported materials for their production? 

The League of Women Voters believes that having concrete answers to questions 
like these can be of value to all concerned with determining a sound foreign trade 
policy for the United States. Leagues all over the country are therefore conducting 
surveys to determine what stake their own localities have in foreign trade. In 
New Jersey the surveys are being made on a congressional district basis and 
all districts are being covered. In the near future a report on the State as a whole 
will be issued. 

This report covers only the Seventh Congressional District comprising Sussex 
County, the western portion of Bergen County, Hunterdon County, Warren 
County, and Ritewoud Borough and West Milford Township of Passaic County. 


(B) WHAT THE SURVEY COVERS 


The survey is confined to manufacturing, which accounts for 57 percent of the 
total industrial employment in the district. It is this group that is most directly 
concerned with international trade. They use imported materials, they export 
— of their production, and they produce the goods with which imports compete. 

he effect of foreign trade on the other segments of the economy in the district 
are largely indirect. The agricultural products grown in the district, largely on 
dairy, fruit, and truck farms, are for domestic consumption. The presumption 
can be made that the indirect effects on agriculture and other segments of the 
—— such as transportation, services, etc., would be similar to those directly 
affected. 

One limitation inherent in a study of any particular region is that the area is 
never a wholly integrated economic unit, and therefore it is impossible to discern 
all the adjustments that would have to be made to either increased competition 
from abroad or a reduction in exports. 


75018—56——38 
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(c) HOW THE SURVEY WAS CONDUCTED 


In preparing the survey, the League of Women Voters received invaluable 
assistance from Public Opinion Surveys, Inc. of Princeton, N. J. Two studies 
were made, covering 113 manufacturing firms and 36 percent of all manufacturing 
employment inthedistrict. The first was a general survey in which 107 companies 
were interviewed. They were scientifically selected at random from the April 1954 
issue of the New Jersey Industrial Directory ! to furnish a 25 percent sample of all 
manufacturing firms in the district listed in the directory. A 25 percent sample is 
considered to be more than sufficient to insure that, were 100 percent of the com- 
panies surveyed, the results would probably be the same. 

A separate survey was made of the nine largest industries in the district. These 
were selected on the basis of number of employees as listed in the April 1954 New 
Jersey Industrial Directory. The employment figures are those given by the 
companies when they were interviewed (November 1954 through April 1955). 
In each of the other district reports, the 10 largest firms were surveyed. However, 
one firm felt it could not participate. It is a very large manufacturer of machinery. 
Three of these 10 large firms, mathematically selected at random, were included 
in the general survey in order to maintain the 25 percent character of that sample. 

The interviewing, as well as the compilation of data, was done by volunteer 
league members. The interviews were conducted from November 1954 through 
April 1955. Most were personal interviews arranged for by appointment with the 
president or some other top executive of each firm. A copy of the questionnaire 
used is appended to the full report. 


(D) TARULATIONS 


Two types of tabulations were used in summarizing the replies. For questions 
directly concerned with the foreign trade problem, the number of employees was 
used since the number of employees is the only “common denominator” in the 
replies. By totaling the number of employees, a quantitative measure of the 
effects of foreign trade on the manufacturing firms surveyed can be established. 
For questions of a descriptive nature such as statistics on foreign investments, 
subsidiaries and opinion, the number of companies was used. 

In most of the tables a breakdown according to major manufacturing groups 
is made as a matter of interest. However, it should be remembered that the 
sampling method was designed to give a picture of manufacturing in the district as 
a whole. Therefore the statistically significant findings are the totals. 


II. HigHuicuts or Survey FinpineGs 


Eighty-one percent of the manufacturing firms in the Seventh Congressional 
District employing 94 percent of the labor force are directly affected by inter- 
national trade, either by exporting part of their production, using imported ma- 
terials or facing import competition in the American market: In some cases all 
three, 

Large firms: All firms have a direct interest in international trade. 

Sixty percent of the labor force engaged in manufacturing in the district are 
employed by firms which export some of their products. These firms represent 
50 percent of the manufacturing business in the district. 

Large firms: 6 firms of the 9 large companies included in the study, employing 
72 percent of the labor force, export part of their production. 

Twenty-eight percent of the companies employing 40 percent of the labor force 
face competition from imports, as well as exporting part of their production. 
These firms can be said to have a ‘‘mixed interest,” 

Large firms: 4 of the firms, employing 46 percent of the labor force, have a 
‘mixed interest.” 

Forty-seven percent of the manufacturing firms in the district, employing 53 
percent of the labor force, face competition from imports. 


1 Published by the Hudson Dispatch, Union City, N. J. 
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Large firms: 5 firms with 54 pereent of the labor force face import competition. 

Fifteen percent of the firms, employing 22 percent of the labor force, have been 
unfavorably affected by foreign competition since World War II and could not 
use their plant equipment for other production or their present labor force or 
either, if serious injury resulted. 

Large firms: 4 firms with 35 percent of the labor force would be unable to use 
plant equipment or labor force or either. 

Nineteen percent of the firms with 13 percent of the labor force have a purely 
competitive interest: That is, they face import competition but do not export. 

Large firms: One of these firms with about 7 percent of the labor force has a 
purely competitive interest. 

Twenty-one percent of the firms employing 20 percent of the labor force have a 
pure export interest: that is, they export but do not face import competition. 

Large firms: 2 firms with 26 percent of the labor force have a pure export interest. 

Sixty-three percent of the firms employing 80 percent of the labor force use 
imported materials. Almost two-thirds of these with 58 percent of the labor 
force use imports for which there are no domestic substitutes available at present, 

Large firms: 7 firms with 82 percent of the labor force use imported materials, 
5 of these with 64 percent of the labor force import materials for which there are no 
domestic substitutes available at present. 

Nineteen percent of the firms with 6 percent of the labor force have no direct 
stake in international trade: that is, they do not export, use imported materials 
or face import competition. 

Large firms: None are in this category. 

Slightly less than half of the executives interviewed preferred tariffs to be 
lowered or remain unchanged. 32 favored higher tariffs, 28 lower, 20 no change, 
27 did not express an opinion. 

Large firms: 4 of the executives favored higher tariffs, 2 lower, 1 no change and 2 
had no opinion. 


Ill. DerarLtep FINDINGS 


(A) DESCRIPTION OF THE DISTRICT 


The Seventh Congressional District of New Jersey is composed of Sussex- 
Hunterdon, and Warren Counties; the western portion of Bergen County; Ring, 
wood Borough and West Milford Township of Passaic County. 

Sussex County, situated in the extreme northwestern corner of New Jersey, 
adjoins Pennsylvania and New York State. It is the leading dairy county in 
the State and also produces vegetables and fruits. Its rolling hills and numerous 
lakes have made it a vacation land. Although a distinctly rural area, manufac- 
turing employs more than twice as many people as agriculture and accounts for 
one-third of its industrial workers. 

Warren County, adjacent to Sussex and bordering on the Delaware River, is 
also a dairy and truck farming area. However, manufacturing accounts for over 
70 percent of the industrial employment as compared to less than 2 percent in 
agriculture. 

Hunterdon County, south of Warren, is also largely rural. Seventy percent 
of its land is in farm acreage producing fruits and dairy products. But over 50 
percent of its industrial workers are employed in manufacturing as compared to 
less than 2 percent in agriculture. Like Warren, Hunterdon is linked to Penn- 
sylvania by several interstate bridges and both counties have three railroads and 
many miles of State highways. 

Bergen County, one of the northeastern counties is divided between the Sev- 
enth and Ninth Districts. The western part is in the Seventh District. It is 
more heavily industrialized than the rest of the district but large parts of it con- 
tain essentially residential communities. With its nearness to New York City, 
Newark, Paterson, and Passaic it is an ideal area for industry. The George 
Washington Bridge, the Lincoln and Holland Tunnels, the Garden State Park- 
way and the New Jersey Turnpike as well as several railroads all make Bergen 
County extremely accessible. 
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TaBLe 2.—Comparative employment in major manufacturing groups in the 7th 
District, November 1964 through April 1955 


| 5 Firms surveyed— 
District November 1954-April 1955 


Groups | | y 
Number | Percent of | Number Number | Percent of 
of total em- of of total em- 
employees | ployment | companies | employees | ployment 


Aircraft 

Instruments and clocks 

Textile mill products 

Apparel and needle products 

Paper and allied products 

Primary metal products 

Chemical and plastics. .................... 
Machinery (except electrical) ............_. 
Fabricated metal products 

Miscellaneous small goods 

Printing and publishing 

Food and kindred products.-............-- 
Electrical goods and machinery 

Btone, glass, clay 

Leather industry 

Furniture and fixtures 

Lumber and wood products 

Rubber industry -_--_--.-..-- Scala 
Tobacco manufacturing. --.--_------- 


SE sacicihicts taaeeie ecidteaiibeiadio elas 


290 
149 
11, 828 


~ 
ae 


22 
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_ 
. REV Ke.. KP PSPrPrrrr 


22s 
BBBSSSNESARENSELSES 
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13 companies in these groups included in separate study of large firms. (See p. 21.) 
Source: State of New Jersey Department of Labor and Security, Division of Employment Security. 


New Milford Township and Ringwood Borough are in the northern part of 
Passaic County. There is no manufacturing in either area. There are many 
lakes ideal for vacationers. 

The total population of the Seventh District according to the 1950 census is 
295,215. 


Major industrial divisions 
The importance of manufacturing in the district can be seen from table 1 below. 


It accounts for 57.3 percent of the 76,445 persons employed in industry in the 
district. 


TABLE 1.'\— Major industrial divisions by number of employees 


Divisions 


Manufactur 

Wholesale and retail 

Construction contracting 

Small services and amusements 
Communications and utilities 
Transportation 

Finance, insurance, and real estate 
Mining, agriculture, and others 


—o 


mnogo gee RE 


-—ooet 
£) BISESsTE 
PYNeaeod 
So oe Creo 


2 
5 


1 New Jersey Industrial Directory, Hudson Dispatch, Union City, N.J., April 1954, p. B355. 


(B) GENERAL SURVEY RESULTS 


1. Description of the firms surveyed 


The major divisions within manufacturing industry in the district are listed in 
table 2 on the facing page. It is helpful to keep the comparative importance of 
these divisions in mind in assessing the results of the survey. The number of 
employees in each of these categories is shown both for the district and for the 
firms surveyed. The companies covered by the sample represent 22.9 percent of 
the total manufacturing employment in the district. 
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From table 3 (below) it can be seen that the majority of companies are small 
employing under 50 people. This is particularly noticeable in the textile in- 
dustries where almost half the firms surveyed were under 40 employees. In the 
machinery group (other than electrical) half the firms were 35 or under. Most 
of the apparel firms were 50 or under. However in the electrical and fabricated 
metal groups, the firms over 100 predominated. The chemical industry was 
about evenly divided. 


TaBLE 3.—Relative size of companies surveyed November 1954 through April 1956 





Number of Percent of 


Size of company companies companies 





ilootnach 2 accu isl Lalas ck abbas Saas 


! 
i a i mein ei aie eee 52 | 48.6 
UE doacoccdadetonke atinwe the congachcawdaieadénasintoe natn ce oem 23 | 21.5 
FE Rin doit dithccmecdnckcnnuciec. cobh amen aiabbildiaddlee dane ies 29 | 27.1 
es chs ac paket » ues cdl elitist edetiilindsn nasiitnutths amcmiaitii i ales tia | 2; 1.9 
FP NEES fiinaccsccatkickaneuk-<uctulecmmebens --| 1 9 
etilieD ed epee bo tle esd cis ene es es 107 | 100. 00 

’ 


Data on subsidiary and foreign investment: 

Fifteen of the firms covered by the survey, with about 23 percent of the labor 
force, are branches or subsidiaries of larger firms. Five of these are chemical 
companies. In most cases the parent companies are in New York City or in 
nearby New Jersey communities. 

Only one firm has a subsidiary in the United States. No firm has branches or 
subsidiaries outside the United States. 

Only one firm has foreign investments. 


TaBLE 4.—Number of workers in firms surveyed which are affected by exports and 
competitive imports November 1954 through April 1956 








(A) (B) (C) (D) 

Manufacturing groups Total Import Mixed Export No ex- 

number of |competitive| , _— pressed 

employees | interest interest interest interest 
I I i scien es thcninehttenitintagin is aries OO hi pcncrtnd 250 
Instruments and clocks__._...........----- 149 34 WE Bing cceronaciaenta Reb acnennien 
Textile mill products. -..................... 1, 858 257 423 100 1,078 
Apparel] and needle... _.....-......-......- 568 353 SD Oishii 211 
Paper and allied products_-._............-- tet hale ica 325 14 123 
Primary metal products. -__._.............- GP BB iiicsincss 115 34 10 
Chemical and plastics. __-.......-- adahiaosaie 1, 913 65 1, 215 574 ) 
Machinery (except electrical) - 768 32 306 391 39 
Fabricated metal products... 1, 361 375 606 130 250 
Miscellaneous small products. citi cent nininits WN Riniics cates cia Ne aliscnasanisiliciaal 
Printing and publishing... _- bSeatedane’ Oa SE das See 31 
Food and kindred products__...........--- WN iiskctenrcccatat se 22 
Electrica} goods and machinery.........--. 1, 124 75 490 259 | 300 
Stone, glass, clay_.........-- Leanisniesiasaitinlen 160 Sh nck <diiaina 100 | 30 
EE i a cn cang wows oanenhe I a i A ia i ate taes Rast 100 
Furniture and fixtures_____.._._.........-- 177 112 Ph odessa dees 
Lumber and wood products___........---- Rh coe Uh aac asoeccinmael OO fb .nctiiceandas 
ET TS Se re Bt Bewitccmnewau 50 70 160 
eRe etic sek es dao akewneace 10, 040 1,333 4,072 1, 972 2, 663 

Percent: 

PIR, cin cnncecaknicenccane 100 13 40 | 20 27 
EE ititinsanasetininwnn = xual 100 19 28 21 32 





Norte.—Based on responses to questions 4a and 7a. 


2. Interest of firms surveyed in export and import competition 


All firms were asked whether they export any of their products either directly 
or indirectly and whether they face competition from foreign-made products for 
the American market. On the basis of their replies, they were classed in the 
following categories. (This is the breakdown used by the Library of Congress 
in a recently completed report of the Fourth Congressional District.) 
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A. Import competitive interest: Firms which consider imports to be competi- 
tive and which do not export their products. 

B. Mixed interest: Firms which consider imports to be competitive and which 
also export their products. 

C. Export interest: Firms which export and which do not consider imports to 
be competitive with their products. 

D. No expressed interest: Firms which neither éxport nor consider imports to 
be competitive with their products. 

Table 4 shows 73 percent of the workers are employed by firms that either 
export or are concerned with competitive imports or both. 

Category A: 13 percent of the labor force employed by firms (19 percent) which 
consider imports to be competitive and do not export. 

Category B: 40 percent of the labor force employed by firms (28 percent) which 
consider imports to be competitive but also export. 

Category C: 20 percent of the labor force employed by firms (21 percent) which 
export and do not consider imports to be competitive. 

Category D: 27 percent of the labor force employed by firms (32 percent) 
having no expressed interest in exports or competitive imports. 

Although it is not possible to discern the balance of interest in firms facing 
foreign competition which are also exporters (mixed interest, category B), gen- 
erally “producers are more aware of the competitive effects of imports than they 
are concerned with the present foreign sales or potential export markets.” 2 

Export interest—By combining the number of companies in categcries B and 
C in table 4, the total interest in exports can be measured. Fifty percent of the 
companies employing 60 percent of the labor force export part of their produc- 
tion. More than half (60 percent) of those export 5 percent or less. wenty 
percent export 10 percent or more. Chemical and plastics, machinery, and 
electrical firms seem to predominate in the group that export more than 5 
percent. 

Five percent or less may seem small until it is compared with the national 
export figures. Approximately 4.5 percent of the gross national product is ex- 
ported. To the company concerned, even 5 percent can make a significant 
difference between profit and loss. 


TABLE 5.—Size, percent and number of companies who export, November 1954 
through April 1955 


| 
p Number of |Number who) Percent who 
Size of company companies export export 


Under 50 employees 
10 to 99 employees 
100 to 499 employees 

500 to 999 employees 

1000 employees and over 


As can be seen from table 5 above, exporting is not confined to the large com- 
panies. It is carried on by companies in each size group with the exception of 
the 1 large company over 1,000 which is engaged in dyeing and finishing of 
textiles. 


TABLE 6.—Products manufactured by companies which face competitive imports, 
November 1954 through April 1955 


Aircraft industry Aircraft engine testing equipment, 
hydraulic and electric aviation 
actuators. 

Instruments and clocks. _...........--- Instruments for measuring viscosity, 
dental and surgical forceps, indus- 
trial sensitized paper for engineering. 

f° 2 Foreign Trade and the Fourth Congressional District of New Jersey, Harold T. Lamar, Legislative 


Reference Service, Library of Congress, Washington 25, D. C., November 1954, p. 43. 
3 Pending Trade Issues, League of Women Voters of the United States, November 1954. 
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TasLe 6,—Products manufactured by companies which face competitive imports, 
November 1954 through A pril 1955—Continued 


Textile mill products_~............----- Upholstery and drapery fabrics, woven 
labels, ribbon for brassieres and shoe 
bindings, dress trimmings, elastic 

fabric for foundation garments. 

Paper and allied products._.........--- Glassine and greaseproof paper. 

Primary metal products_---.....------- Plumbers’ hardware, luggage hard- 

P ware, machine parts, wire and metal 
rope, molds for rubber goods, 
aluminum foil. 

Chemical and plastics__.--.....-..----- Industrial chemicals, printing inks, in- 
dustrial finishes, textile colors, chem- 
ical coatings, laboratory reagents, 
pharmaceutical raw materials, cellu- 
lose plastics, cellulose acetate, mold- 
ing materials, transparent and 
colored film for packaging. 


Machinery (except electrical) .......-.-- Machinery for plastics, typesetting 
H machine parts, printing presses, self- 
& priming and straight centrifugal 
plunger pumps. 
i Fabricated metal products_........---- Small tools. 
Miscellaneous small goods___......----- Pencils (wood cased). 
Food and kindred products__...--.----- Macaroni and spaghetti, preservers and 
i pickles. 
4 Electrical goods and machinery-_--..--- Transformers, mica parts for radio, 
: thermal equipment, sound recording 
equipment. 
j CRO REI, SEE RAEN sini cae Cut stone products. 
{ Purnteure 6nd fixtures... .. .6..dcasnas Lamp shades, reproductions of antique 
furniture, household furniture. 
es thn UE stl cnietw aed Molded rubber items. 
I iiss tassel taeda Ladies’ lingerie, women’s sport shoes, 


slippers, women’s coats, aprons and 
uniforms, neckties, embroidery. 


TaBLE 7.—Effects of import competilion since world war II on firms surveyed in 
terms of employment, November 1954 through April 1955 




















| Unfavor- Bas 
Manufacturing group Total | Favorably | “ably | No change | No opinion 
affected affected | 

Dire ea oon on wkd stb g<Skewcnnnsnapiad | 40 haere | 40 | se eS os 
a eee 149 100 34 | Mdina 
"TORGIe TOT COONS, ap anasaantnesenesé-neess ES ki 243 SE Rnienieenncetinn 
SE ic onda caocsseaaceseces 37% 7] 190 | 105 | 73 
Paper and allied products_.............-..----- Ses es | SRE Re rere me J 
Primary metal products_-----.....-.-- pihniearpin VS } BE si ccickasdnnenieaiibiiendahiecilaianas 
Chemical and plastics. ...............-..--.--- RE Binnie aaa 1,115 IE Be rermicaacs 

Machinery (except electrical) ._...__--..._--- <i e 32 | : 306 | 

ee, SS ee wane | ee Z 646 85 | 250 
Miscellaneous small products...........----.-- TU Ceciecaeeieee é Se tothe shtbnenaaainictl 

Food and kindred products-__-..- sea oadic a charaneeeae 200 |__-.- 100 100 }_- 
\" Electrical goods and machinery- 565 |----- 315 | FE Picicinosneinnalsl3 
' Stone, glass, and clay........--.-- - yaad } , : Pe Pirhtcinaiciggtal 
Furniture ST ins ect ccicenecdgncc 177 | 65 112 |} pins 
NE kc hee a iecinetatenakaats ania 50 | =a Eiaadiidaiacchiels 50 
MNS. bes ree ke Se _...-| 5,405 | 139 | 3, 288 1, 605 | 373 

Percent: | | 

I  incitticeniettitiilinnanancndtins 53 2 32 16 4 
CE cctuctbinintanactaanaanne 7 3 25 | 16 | 3 





8. Effects of import competition 


Companies which face competition from foreign-made goods in the American 
market are shown in table 4 (p. 9a) in columns A (import competitive interest) 
and B (mixed interest). The combined totals show that 53 percent of the workers 
are employed by firms which find imports to be competitive. They account for 
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47 percent of the companies in the survey. Table 6 on the preceding page shows 
the products manufactured by these companies. 

Each of these firms was asked, ‘‘Would you say that since the end of World 
War II this competition has affected your business favorably, unfavorably, or 
has there been no change?’ Table 7 on the facing page shows that more than 
half of the firms facing import competition have been ur favorably affected. They 
represent 25 percent of the firms surveyed and they employ about 32 percent of 
the workers. Three executives interviewed felt their companies had been favor- 
ably affected. In three instances the respondent was unable to assess the effect 
of foreign competition on his business. 

In each case the executive interviewed was asked why he thought his firm had 
been affected the way he indicated. The answers below are t — of the replies. 

Three firms stated that competition since World War Yr ad affected them 
favorably. All gave a variation of the same reason: that competition kept them 
on their toes. An apparel manufacturer stated, “Competition is good for busi- 
ness. It makes ours more efficient.’”” A manufacturer of industrial sensitized 
material for engineering and for keeping office records answered, ‘‘We welcome it 
(competition). The more competition the more alert you become.” 

Where a firm has been unfavorably affected by import competition since World 
War II, the inability to compete with products made with lower paid labor was 
most frequently given, although other reasons were mentioned. 


Tastes 8 A and B.—Effects of foreign competition and weeten to use plant equip- 
ment for other production—as of November 1954 through April 1955 


[47 percent of the firms employing 53 percent of the workers face foreign competition] 


TABLE A—FIRMS FACING FOREIGN COMPETITION WHICH COULD NOT USE PLANT 
EQUIPMENT FOR OTHER PRODUCTION 


Number of employees 


Manufacturing groups 


Favorably 
affected and 
no change 


Instruments and clocks 

Textile mill products 

oe and — products 
mary me 

Chemical 


TABLE B—FIRMS FACING COMPETITION WHICH COULD USE PLANT EQUIPMENT 
FOR OTHER PRODUCTION 


Aircraft industry 

Textile mill products 

eae and needle 

Chemical industry 

Machinery (except electrical) 
Fabricated metal products ’ 
Electrical goods and machinery 
Stone, glass and clay 

Furniture and fixtures 


Percent: 


1 Unable to assess effect of foreign competition. 


22 firms, 1 in the apparel and needle group, employing 73 workers and 1 in the fabricated metal products 
group employing 250 workers, were unable to assess the effects of foreign competition. 


Norte.—Based on responses to questions 7a, 7b, 8a, and 8b. 
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A maker of aircraft engine testing equipment said, ‘‘They (foreign competitor) 
beat us on price; theic raw materials are lower priced as well as labor rates.”’ 

A manufacturer of transformers: “Our company costs have gone up. The 
United States is financing our foreign competitor.” 

A manufacturer of pencils said, “Germany as a substantial competitor has 
entered the American market which is already suffering from overproduction.” 

The reasons given for indicating there had been no change for the firm facing 
competition were varied. 

A maker of fresh cheese: “‘Our company is expanding.” 

A manufacturer of elasticized fabric: “‘No goods of the quality of ours is really 
in competition with ours.” 

A lamp shade manufacturer said, “‘Because foreign competitors make an 
inferior grade of product from ours, it has a different market from ours.” 

A maker of printing ink and textile colors: ‘‘Our business requires close tech- 
nical relations with our customers which a foreign firm cannot supply.” 

A manufacturer of hand lotion: “Competition getting keener but we are hold- 
ing our own. Foreign countries cannot produce as cheaply as we do.” 

Possibilities of conversion to other types of manufacturing.—Two questions were 
asked of those who indicated their companies face import competition: 

If foreign competition should increase to the point where it seriously threatened 
your business, could your plant equipment be utilized for the production of other 
products? 

If your plant equipment cculd be utilized for the production of other products, 
could you also continue to use the bulk of your labor force? (Asked only of those 
who replied affirmatively to the preceding question.) 

Table 8 shows the results of the responses. The firms were about evenly 
divided between those who could use their plant equipment for other manufac- 
turing and those who could not: 20.5 percent of the firms with 26.7 percent of 
the labor force would be unable to do so, while 23.3 percent of the companies with 
25.7 percent of the workers could redirect their production facilities. Two firms 
questioned whether they could use their labor force although they could use their 
gent equipment for other production. One a textile firm employing 350 workers. 

he other is a company in the fabricated metal group employing 500 people. 
Both modified their replies later. 

Three other questions were asked of all firms facing import competition, in- 
cluding those which indicated their plant equipment could be used. 

1. “If conversion became necessary, what types of assistance would your 
company require: tax relief, conversion loan, help in industrial diversifica- 
tion, or any other?” 

2. “If conversion became necessary, what types of assistance would your 
labor force require: broader unemployment compensation, labor retraining 
program, placement services, or any other?”’ 

3. “If conversion became necessary, would you prefer assistance from the 
Fader, State, or local government, local business commission or some other 
source?’ 

Several executives who at first said they could not use their plant equipment 
for other production or their labor force indicated in response to the above ques- 
tions that they would convert if they could get help. A manufacturer of woven 
labels said to questions 8a and 8b ‘‘Machinery for weaving narrow fabric can be 
used only for making narrow fabric.” And “Label weavers go through a long 
training period. It would be hard to use them in other fields.” After the three 
questions on conversion were asked this manufacturer said that he would make 
something else if he could get a conversion loan. “I own my building. The 
problem of storing my machinery would be a serious one.” e also indicated 
that he would use his labor force if they could be restrained. These replies were 
similar to those of several executives of firms in the Food, Textile, Fabricated 
Metal, Electrical and Chemical groups. Both executives who felt that their 
labor force could not be used sithoute they could redirect their plant facilities 


later said they could use at least part of their labor if they could get help in 
retraining them. 
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TABLE 9.— Materials used by firms surveyed and those identified as imported Novem- 
ber 1954 through April 1955 (based on Questions 6a and 6b) 


Manufacturing type 


Food and kindred prod- | Cheese, flour, 


ucts. 


Textiles 


Primary metal products. 


Electrical 


Machinery 

Instruments and clocks_- 

Miscellaneous small 
products. 


Paper and allied prod- 
ucts. 


Stone, glass and clay_____| 


| 


' 





Materials used 


pper, tomato paste, spices, olive oil, 
skimmed milk, cocoa, sugar, fruits, vegetables. 


Cotton, rayon, synthetic yarns, Egyptian cotton, 
printing dyestuffs, pigments nylon, wool, adhesives, 
dacron, elastic bemberg thread, muriatic acid, caus- 

wats soda, hydrosulphafluoride, urea, jute. 


Lumber, plywood, lacquer, varnish, wire, sockets 

Copper, lead, zine, tin, aluminum, bronze, silicon, 
manganese, nickel, chromium, fuel oil, coke, pig 
iron, sand, limestone, steel, scrap iron. 

Copper, steel, brass, paint, chrome, nickel, wire, 
a precious metals, fiberglass, mica, bronze, 
ead, synthetic rubber. 

Aluminum, steel, brass, copper, fiberglass 

Steel, brass, bronze, aluminum, zinc, paint, copper, 
reducers, resins, tin, lead, nickel, tungsten, sheet 
iron. 

Steel, iron, aluminum, bronze, brass, copper, bakelite, 
pressed cotton. 

Aluminum, plastics, brass, steel, photographic raw 
paper. 

Wood, graphite, clay, pigments 


Whiting, natural and synthetic rubber, talc, carbon 
black, wood, factice, pumice, clays, fillers. 

Paper, woodpulp, boxboards, glue, ink, adhseive, 
paper board, lacquers. 

Plastics, oils, resins, resorcin, waxes, emulsifying 
agents, pigments, synthetic and crude rubber, 
earbon black, titanium, solvents, chlorine, acids, 
vitimins, caustic soda, antibiotics, alkalies, sterates, 
lanolin, glycerine, cellulose, essential oils. 

Woolens, cotton, rayons, nylon, acetates, raffia, 
leather, silks, felt, dacron, Egyptian cotton, Irish 
inen, lace. 


Those imported 


Italian peppers, olive 
oil, cheese, spices, 
fruits, cocoa. 

Egyptian cotton, jute 
ydrosulphafluoride, 

urea. 


Copper, zinc, tin, 
bronze, fuel oil, crude 
oil, mica. 
Copper, mica. 


Steel. 
Tin, nickel, resins, re- 
ducers. 


Photographic raw pa- 
per. 
Graphite, clay. 


Natural rubber, tale, 
pumice. 
Boxboard, woodpulp. 


Essential oils, crude 
rubber, candle wax, 
cellulose, pigments. 


E tian cotton, lace, 
raffia, woolens, Irish 


linen. 


Cement, cinders, sand, stone, steel, coke, slag, paper__| Steel. 


Thirty-eight percent of the executives interviewed had no opinion, or preferred 


not to answer these questions on conversion. One manufacturer said he would 
not consider conversion; he would retire. However, 60 percent of the firms facing 
import competition would convert, if adversely affected. 

As to the types of assistance they would require, help in industrial diversifica- 
tion was indicated by almost half of the firms with about half of the labor force. 
Almost as many indicated a conversion loan would be needed. 

Labor retraining was overwhelmingly preferred as an aid for labor, and help 
from the Federal Government was preferred to help from local or State govern- 
ments. About one-third indicated they did not need assistance from any govern- 
ment, but would handle any adjustment that might have to be made without 
outside help. 


4. Dependence on imported materials 


All companies were asked to list the materials used in their production and 
whether or not any of these were imported. The chart on the facing page shows 
their answers. As can be seen, no clear distinction was made in many of the 
replies between raw materials in the strict sense of the word, and finished or semi- 
finished products which are used in the process of production.‘ The second column 
helps to show the dependence of manufacturing in the district on imported 
materials. But it does not tell the full story. Many minerals are listed for 
— the United States is almost entirely dependent upon foreign sources of 
supply. 

Wanciy ve percent of the tin, chromite and nickel used in this country is 
imported.’ So are substantial quantities of copper, lead ani zinc. Many manu- 
facturers listed steel but did not identify their source as foreign. Yet high grade 
steel cannot be made without cobalt, manganese and tungsten, the domestic 
supplies of which are totally inadequate for the present neec’s of the United States; 
50 percent of the tungsten and 90 percent of the cobalt and manganese used are 
imported.5 There are probably other materials; but if the supplies were purchased 
domestically, most manufacturers would not identify them as imported. 


4A separate question was asked on finished and semifinished materials, but because no distinction was 
made the two questions are tabulated together. 
’ U.S. Bureau of Mines, Together We Are Strong, Department of State, No. 4614, December 1952. 
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However, for the purpose of determining how a business is affected by inter- 
national trade, firms that use materials which are known to be in very short supply 
in proportion to the Nation’s needs should be classed with those having a direct 
stake in international trade. 

Table 10, below, shows the number of employees in firms using steel. Only 
ee ama firm with 30 workers indentified their supply as imported (Swedish 
steel). 

TARLE 10.—Employees in firms using steel 
Number of 


Group: employees 
nN Ne a ah Bree 290 
UIT ONIN OUI no cok. ciate cctetsrndin en dne nama thimaabdteskeme 49 
eT SII iracs grcsherasibak aphid ok hassel odie Goud kabeecli wl eidh ni cap cn ch academe 300 
I i a eee 1, 192 
ene CE GUUEIIOID oo nnn ie nce cece ndeweenenuns 733 
aI IT ee Sag rest rer age ee re ig su ot ements one 955 
SoC eI ENCE RIN eet caaneeaseaes 30 
Riad tle dae no kona ek aboot cancion emndnase 100 

RN en et Sen oe once eed esi aoa dwesinwantc 3, 649 
Percent: 
RONG eS ow cacwcemiec duces eyuueewneknewnsusoun 36 
UR a as ns ee anal 30 


TARLE 11.—Use of materials identified as imported and availability of domestic 
substitutes (by number of workers employed and percent of labor force affected) 
November 1954 through April 1955 








| 
Useim- | Domestic 7 é : 
Manufacturing group | ported | substitutes Paden eng 
material | available oe . 

Textile mill products ; ieatieitonhiinaee a 11, 080 | 35 | 1, 035 
BE Gs le NIN d 5 ooo 8 sn nbs a een secncees 192 | 167 25 
Saree Wines See POON. cw ius... 3. 5. edn connnnensvous 349 335 14 
Pramery mete) preGerns., ...............2005..... | 129 | 125 4 
Chemicals GnG QGitB.... «2 6 c- 5- ~~. 00045 ---- 20 22-2 e ee oeeesf 11,724 | 1,145 | 550 
ow) — EE ities decimated 180 114 66 
Miscellaneous small products - --_- .-- ba tenkebunek act of oe 100 
SPE Gn ET NOUN, iinet cnc enwcanbanueninnbeet dieinns 212 | 100 | 112 
NE I oa sedaeccedadteiinte Sh ccis A ee a a a 355 | 50 | 305 
Stone, een: ened clay <<... o22=25so52 2o< ce ecee Pioactosx: 60 | 30 | 30 
Furniture and textiles... ____- pied incaadanid Saaiaaliee 65 |..... Jeensl 65 

ee aici eek tn aia in dig aed aaa ie amtag ane 70 | 70 | 
Total......... nanvaited: dex yelled wa-aaebbo: 4, 516 | 2,171 | 2, 306 

Percent: 
SIR iia odin oka cn > tee make ction deeed 45 21 | 22 
Compas... .....-...... vee ROe eee 38 | 21 15 








2 executives, 1 in textiles and 1 in chemicals, were uncertain as to availability of domestic substitutes 
for what is imported. 


These firms using steel and those they employ should be added to column 1, 
table 11 making allowance for any duplication; 6 of these companies with 131 
employees already are included for they indentified some of the materials they use 
asimported. This leaves 3,518 workers who should be added to the 4,516 total in 
column 1. Therefore, it can be seen that 8,034 employees comprising 80 percent 
of the workers covered by the survey are dependent upon imported materials. 
They work for 63 percent of the companies. 

When the executives indicated which materials were imported, the question 
was asked whether or not it was possible to find domestic substitutes for most of 
them, afew of them ornone. The results of the replies are also shown on table 11; 
15 percent of the companies with 22 percent of the workers indicated there are no 
domestic substitutes at present for some of the materials they used. The users of 
steel should also be included for there are no domestic substitutes for manganese, 
wage and cobalt. So the 3,518 should be added to the third column total on 
table 11. 

It can be seen then that 40 percent of the firms with 58 percent of the labor 


force are dependent upon imports for which at present there are no domestic sub- 
stitutes. 
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One phase of the textile industry (dyeing and finishing of fabrics), chemical 
and plastic, primary metal, fabricated metal, machinery Somsent electrical), and 
electrical are the manufacturing groups in which the dependence on imports seems 
greatest. 

Following the question on availability of substitutes for imports, another ques- 
tion was asked. If the executive being interviewed said there were substitutes for 
most, he was asked “‘Would you tell us why you import them?” If the reply was 
“few’’ or ‘‘none,” the question was then asked “If you could not get them, how 
would it affect your business?’”’ The firms that could get substitutes in this 
country gave as a reason for importing that the material was either a better 
quality or could be bought at a better price: 16 firms felt they could buy more 
cheaply and 19 felt they got a better product. 


Taste 12.—Number of workers in firms not directly affected by international trade 


(firms which do not export, use imported materials nor face import competition) 
November 1954 through April 1955 





—— oe 

No expressed umber o workers in 
these workers’ firms with no 

Industry group a in im- | direct inter- 

group port group national 
trade 
NIG i oc biitiirc dadotinunttbiddtiiti te teia Nia e 250 250 78 
ela 1,078 RIGS thetihdntwarnas 
ee ER IED 211 59 152 
Pe EE 123 10 113 
RE EA 10 oS ee 
Tn a WO Rdndinwinuacweiiee 59 
Machinery (excent electrical) .................-....---.-.-..-- 39 4 35 
Fabricated metal nroducts............................. 250 BN isidepeamicnodhes 
FP ROUINEy See TUNE Fo occas gs sno icceenechbiociaen EE Rwnduid Gastcnieie 31 
ee RE EE SIO A AE WO 22 12 10 
Electrical goods and machinery............................... 300 sb oniisceteemisitadien 
REESE: 2h BRS EONS 30 30 (4 
at ds aint tmee ees cae tama 100 SOD Tatesecdoccuase 
IE rc cchititth. cnn amanasiontirhwicnncianudlen cade cheyenne 160 () 160 
TNE dle thcciecccumpdndinentoscadigiiekasataiadasias 2, 663 2, 025 638 
Percent: 

I ao sis esiincinin batesimbai atic stele 27 20 6 
COG. on. cncsntiitinoncccaccdksaoanaanaetebelas 31 12 19 


1 Does not know if goods imported. 


Variations of five reasons were given as to the effect on business if imports for 
which at present there were few or no domestic substitutes available: 
1. A different quality product would be made. 
2. Reduction in production. 
3. Increase cost of products. 
4. Reduction in sales. 
5. Go out of business. 

Summary.—What percentage of the firms covered by the survey have no stake 
in international trade? Table 12 shows this. The first column figures are 
taken from table 4 on page 9a, the “‘no expressed interest group,” the workers 
employed by firms which neither export nor face import competition. Deducted 
from these are the employees of companies which are in that group but which 
do use imported materials, including steel. As can be seen from the total in 
the last column, 638 workers, comprising 6 percent of the labor force, have no 
direct stake in international trade. They are employed by 19 percent of the firms. 

Conversely, those who have a direct interest in international trade can be seen 
by adding together those who export or face import competition or both, 7,377; 
and those in the ‘‘no expressed interest group,’’ which use imported materials 


2,025; making a total of 9,402 workers who have a direct stake in international 
trade. They represent 94 percent of the employees covered by the survey. 
They work for 81 percent of the companies. 

&. Opinions on the Tariff of the Executives Interviewed 


Executives interviewed were asked, ‘‘By and large do you favor higher or lower 
tariffs than we have now?” 


tlc 2 
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TaBLeE 13.—Opinions on tariff of executives interviewed, by manufacturing groups, 
as of November 1954-April 1956 








Total | 

Favor Favor Favor Have no 

Manufacturing groups es higher lower | nochange | opinion 
Food and kindred products. -_.............. iit kneel 1 2 1 
Textile-mill products. -...............---.-- 13 8 1 1 2 
Lumber and wood products__.............. aerate pail tie a blag tet 1 
ree — SIs a 6chigdecanncemact bias 3 2 De edincesieneedndibeadebenseiiain 
RRs, i icc nesie<nsad OB 6diina donb teaibe 2 2 
Eiouteales goods and machinery. -.......-.- 9 3 4 1 1 
PR ae Raaik i ceamacdt apaapinnecmien at Eccaisiemeeenns 1 Or Reebiuceaeaiies 
lh ASR TG RS 13 4 3 3 3 
Machinery (except electrical) . . ...........- 10 3 5 1 1 
Instruments and clocks. -_..............-.-- 3 2 I ichddinabietneds iiahaiatie 
Miscellaneous small goods... -...........-..- TN a ahciiinndl I Li.cesuenbaanaalicoudsncaatiekers 
FRET SEE Pid oii ccd cscnciecasuoueeeces 3 FF ine dhnactiovanaananina 1 
I 5 oi ncineeeannbncsinisiiniinndiion DB icumninnniene I cis dachentaptinte Nicene 
Paper and allied nroducts.................. 6 2 1 1 2 
Chemicals and plastics. ...................- il iandieenaninin 6 4 4 
Apparel and needle products_.............- 15 a hibiawaean 3 8 
Stone, glass, and clay. -..........-......-.. 3 | eS R Rusedeiene 
Printing and publishing -- ........-...----- | i ieintnsihaeeogmeanednaion 
IIIc: tvtiainciaitagsuiiatiienaacabbaaaeied 107 32 3 2 a 
PR iiethatantda cc ddesincnacnenednies 100 30 26. 1 18.6 25 


Note.—Eased on Responses to question 12a. 


Table 13 shows that 30 percent favored higher, 26 percent lower, 19 percent 
preferred to have them stay as they are. A preference for higher tariff seems to 
predominate in textiles with 8 of the 13 executive favoring it. 

Table 14 below shows the breakdown of opinion by the four interest classifi- 
cations, 


TaBLeE 14.—Ezecutives’ opinion on tariff, by category interest classification, Noveme 
ber 1954—A pril 1955 





| 
| Favor higher Favor no change 


Favor lower Have no opinion 











Number Percent 


. | 
5 


Number] Percent 

















Import competitive interest... 











2 1.9 1.9 2.8 

Mixed interest . - ............- 9 8.6 5.7 46 
Clear export interest.........- 8 7.4 28 8 7.4 
No expressed interest... ... 9 8.6 8.6 11 10.2 
Cb Sicndcsiiucts | 23| 261| 2 a roe 


Note.—Based on question 12a. 


Reasons given for tariff preference: 

No opinion: 

The majority of executives who gave this answer stated that their business 
was not affected by tariffs. 

An apparel manufacturer stated, “I believe in having what is best for the 
country as a whole.” 

Higher tariffs: 

A textile manufacturer, ‘““To make the price of foreign goods higher and less 
attractive.” 

A manufacturer of transformers, “I would like a tariff that will protect us so 
we can continue to pay good w 

A maker of molds for rubber products, “We do not need to import things we 
have. Only those things we do not should be imported.” 

Maker of plumbers’ hardware: “Italy and Japan are making things ridiculously 
low priced. We cannot meet their competition.” 

Manufacturer of insulation: ‘“‘No foreign products in competition with ours 


but on general principles I favor higher tarifis. The United tes is interested 
in self-preservation.”’ 
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Manufacturer of sensitized materials for use in engineering field: ““We would 
like lower tariffs only on the materials we use. Perhaps the tariff could be 
adjusted to compensate for higher labor costs in the United States due to higher 
wages. 

Lower tariffs: 

ee manufacturer: ‘We do not need a tariff; I would rather have free 
trade. 

Manufacturer of fuel pumps: “Increase the flow of dollars into foreign countries 
through imports so in turn they can buy our products and maintain prosperity.” 

Manufacturer of knitting yarns: “We get our goods cheaper abroad.” 

Furniture manufacturer: “The United States is too insular as far as world 
trade is concerned at the present time. It is necessary to import as well as 
export.” 

Paper manufacturer: “I feel I would be helped by low tariffs. Business 
helps business.” 

Machine manufacturer: ‘‘We should have free exchange of products throughout 
the world. It leads to lessening of tensions.”’ 

Manufacturer of newspaper ink: ‘‘EKach industry should stand on its own feet 
and meet the situation that may arise.” 

Plastics machine manufacturer: “Reciprocity would be to our mutual ad- 
vantage. The market is now curtailed by restrictive monetary exchanges in 
eountries which provide foreign markets for our machines.” 

No change: 

Food manufacturer: ‘‘We import certain items because of flavor. On items we 
import we would like a low tariff. On items which compete with ours a high 
tariff. I guess we all want our pie and eat it too.”’ 

Manufacturer of paints: ‘‘Country is prosperous now; I see no reason to change.’’ 

Manufacturer in fabricated metal field: ‘‘We haven’t noticed any difference in 
sales.” 

(Cc) SURVEY OF NINE OF THE LARGEST FIRMS 


This section of the report is concerned with the interests of only nine of the 
largest firms in the district.6 They were selected on the basis of number of em- 
ployees from the April 1954 issue of the New Jersey Industrial Directory. Em- 
ployment figures used in this study are the number of workers listed by the 
companies when interviewed (November 1954 through April 1955). 

Three of these large firms, selected at random, are also included in the general 
survey, since that study was designed to reflect the interests of 25 percent of all 
manufacturing companies in the district. 


1. Description of firms surveyed 
The same manufacturing divisions used in the general survey are used here. 


TaB_e 15.—Employment of 9 of the largest firms (November 1954 through April 1965) 





| 
| Number of | Number of Percent of 


| companies | employees Je bd 
| 


Textile mill products 2, 248 
Paper and allied products | 1, 700 
GChontocia an’ plaction <i. in anna bin ot accented ndash gn cennte non 800 
Machinery (except electrical) .............-..-..-....-----.- a 1, 000 
Fabricated metal products 500 
Miscellaneous small products..-..-.....-----..-----.--+------- 400 
Electrical 1, 450 


8, 098 


TaerokS 
9 Cconwvoc=zx 


2 


What products do these large firms manufacture? 

Textile mill products: Worsted cloth for men’s wear, dyeing and finishing of 
textiles. 

Paper and allied products: Specialty paper. 

Miscellaneous small products: Typewriter carbon paper, ink ribbons, carbonized 
rolls. 


: fee very large machinery manufacturer which should have been included in the survey did not 
participate, 
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Chemical and plastics: Industrial chemicals, pharmaceutical chemicals. 

Machinery (except electrical): High pressure cylinders, gas transports. 

Fabricated metal: Luggage hardware. 

Electrical: Television receivers, industrial and commercial electronics. 

Subsidiaries, branches, foreign investments: 3 of the companies are subsidiaries; 
2 of the companies have foreign branches; 1 of the companies has foreign invest- 
ments. 


2, Interest of the large firms in import competition and exports 


The interest of these 9 large companies in exports and competitive imports 
can be seen in table 16 below. 


TaBLE 16.—Number of employees in firms surveyed which are affected by exports 
and competitive imports (November 1954 through April 1955) 





Total Import 

















a number | competi-| Mixed | Exnort ae 
Group seinion of en- tive interest | interest | jn torest 
f ” ployees | interest 
Textile mill prOGets one ceceusenuas 3 2, 248 RN lal ah iat aa eee 1, 650 
Paper and allied products..-...........-... 1 |} OO eked otcteticecen iy, a 
Ca ee — 1 | Ge Iscwccusts. eT een aadebtiomeeserconen 
Machinery (except electrical) al 1 Retina pA Ris ccetinecinca gnninesdinaccciie 
Fabricated metal _....-.-- -isinaaeamieeiida ace 1 | 500 : OO bosses 

Miscellaneous s nall products--_...........-.- 1 | Nh tcccdcgupt intimin i a 
RE ae ee a Oe ee 1 EGON Vee temecs SOE iawhwnsaaen i yhon caer 
Di letctccdnbbreenpindpebtetsntteb aie 9 | 8, 098 598 3, 750 2, 100 1, 650 


NotTe.—Based on responses to questions 4a and 7a. 


One company with 598 workers faces import competition and does not export. 

Four companies with 3,750 workers find imports competitive and also export. 

Two companies with 2,100 workers export and do not face competition from 
imports on the American market. 

‘Two companies with 1,650 workers do not export or face foreign competition. 
Both are firms for dyeing and finishing textiles. 

Breakdown of interest by companies: 

Import competitive interest: Textile. 

Mixed interest: Machinery, chemical, fabricated metal, electrical. 

Export interest: Miscellaneous small goods, paper. 

No expressed interest: Textile. 

Degree of production for export: 

Of the 6 companies that export, only 2 export more than 5 percent. 

A firm manufacturing electrical goods exports 7 percent. 

A machinery manufacturer exports 10 percent of its production. 


3. Effects of import competition and possible types of adjustment should this competi- 
tion threaten serious injury 


Five companies found imports to be competitive. Four of these felt they had 
been unfavorably affected. They are in fabricated metal, chemical, and plastics 
and textiles. In the case of the fifth, it is in a comparatively new field and felt 
unable to assess the effects of imports. 

The cause most often given for the unfavorable effect of foreign competition 
was lower wazes in foreign countries in comparison to American wages. 

The manufacturer of industria! and pharmaceutical chemicals stated: ‘‘Ma- 
terials that compete with ours cost less. That makes it difficult for use to stay 
in business.” 

The manufacturer of worsted cloth for men’s wear said: ‘‘Imports (in worsteds) 
have more than doubled. If goods can be made cheaper the tariff is less.”’ 

Only 3 of the 5 firms facing foreign competition felt they could redirect their 
plant facilities for other production. One, the manufacturer of luggage hard- 
ware, felt parts of his plant equipment could be used but not his labor force. 

The manufacturer of worsted cloth felt small parts of his machinery could be 
used for other textiles although he personally would not convert. 

The manufacturer of chemicals said: “Theoretically the plant could be used 
for other production but we could not sell additional products.” 

On the conversion questions three executives indicated they would require 
help in industrial diversification. Labor retraining was preferred as an aid to 
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labor. Two executives indicated Federal aid was es one preferred State 
aid. One a new growing business, felt any talk of conversion was academic. 


4. Dependence on imported materials 


The nine companies were asked to list the materials used in their production 


and whether or not any of these were imported. Table 17 below shows the 
answers. 


TABLE 17.— Materials used by 9 firms and those identified as imported (November 
1954 through April 1955) 


Manufacturing type Material used Those identified as imported 


Textiles Raw wool, dye stuffs, soaps, gums, | Raw wool, urea, hydrosulfa- 
resins, alkalies and acids, urea, fluoride. 
hydrosulfafluoride, muriatic acid, 
ecmnelaa pee. 
Aluminum foil, wood pulp, chemicals.| Wood pulp, chemicals. 
Commercial che’nicals for refinement, Commercial chemicals, some 
metal ores, acids, and alkalies. ores. 
Machinery (except electrical) ..| Lumber, iron ore, minerals, ores 
Fabricated metal Steel, brass 
Miscellaneous small products..| Dyes, paper, colors, oils 
Copper, steel, wood, glass 


Five of the firms used materials they identified as imported. Three of them 
said that there were few or no domestic substitutes available at present. Where 
domestic substitutes are available, the reasons given for using imports were better 
price and better quality. The two firms which use imported materials for which 
no domestic substitutes are available both indicated that, if foreign sources were 
cut off, they would go out of business. The third firm which indicated there were 
few substitutes felt it probably could stay in business but with a reduced profit. 

Two of the firms, that did not identify any of the materials they used as im- 
ported, use steel—which cannot be produced without maaganese, cobalt, and 
tungsten, all of which must be imported. Therefore, 6 of the 9 firms can be said 
to be dependent upon imported materials for which at present no domestic sub- 
stitutes are available. 

Summary.—All rine of these firms are direetly affected by international trade. 
The two firms in the ‘‘no expressed interest”’ group are in the dyeing and finishing 
of textiles, both of which use imported materials. The other seven either export 
or face import competition or both. 

Opinion on tariffs—Higher tariffs were favored by four of the executives 
interviewed. Lower tariffs were preferred by 2, no change by 1, and 2 did not 
offer an opinion. Those who did not offer an opinion said tariffs did not affect 
them in any way. 

Typical reasons given for favoring a higher tariff are the following quotations: 

af avor a higher tariff to take away the disadvantage of lower prices of imported 
products due to cheaper labor.” 

“If the tariff could be increased on woolen cloth and reduced on raw wool it 
would help us.” 

Typical reasons given for favoring a lower tariff: 

e know we must have trade to do this job we have started’”’—(strengthening 
our allies in the free world). 

‘Tariffs do not affeet our business, but I believe in free trade completely.” 

The one executive favoring leaving tariffs as they are said “I do not feel higher 
tariffs are necessary.” 
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IV.—APPENDIX 


Tabulation of information received from replies to questionnaire 





General survey Large firms 
Information asked for Number Percent | ; | Number | Percent 
Number f it Number 
of firms oO otal em- of firms | of | of em- 
workers | | ployment workers | ployment 
Firms which export some of their product_ 53 6, 044 60 6 5, 850 | 72 
Firms which face import competition - ---- 50 5, 405 53 5 4, 348 | 54 
Firms which both export and face compe- | 
ore RS Aaa ie 25 FST NE ae TEE 31 4, 072 40 4| 3,750 | 46 
Firms which export and do not face com- 
aie aA RE ARE gee ain ; 22 1, 972 | 20 2 2, 100 | 26 
F — which face competition and do not 
Ba gana Racy ont teeta 2 | 1,333 13 1| 598 | 7.4 
Firms which neither export nor face com- 
| ee 33 2, 663 27 2 1, 650 2 
Firms unfavorably affected by imports 
since W orld War IT._..-:.-.....2---.-.. 27 3, 288 | 32 4 2, 898 | 35 
Firms unfavorably affected by imports 
since World War II and cannot use 
present plant equipment or labor for 
CT hain sve dno cne > ahanenne 16 2, 859 22 4 2, 898 | 35 
Firms using materials identified as im- | 
WONG ch bos pc dbe ee Sniteas cea shacion 41 4, 516 45 5 4, 748 | 58 
Firms using imported. materials including 
ebeee ick SIC A 68 8, 124 80 7 6, 698 | 82 
Firms using imported materials for which | 
at present no domestic substitutes | 
Re ii deren cphirdregnin-ctoae 43| 5,914 | 58 | 5| 5,248 | 64 
Opinion on tariffs: 
Mins Sid cce des ckcuncaceaddaekes SE ksh es de kababibe Bilies So ee 
nied aneeeeasibn nig atdidats dais hb Rewcintan edge 2 |--- | ighaiiee 
FA BE sn0=pannenpernesninesetunas Zt ecciechiann~onesan FF Rita a thers beeansooeeam 
BUD GION. oi cabs sd icles dna cncd 27 2) 





1 High grade steel cannot be made without cobalt, tungsten, and manganese, the domestic supplies of 
which are totally inadequate for present United States needs. So users of steel should be considered as 
dependent upon imports for which at present there are ne domestic substitutes available. 


APPENDIX 


COPY OF QUESTIONNAIRE USED 
TP ts otk tll eee i tinker ne ashininsaaiaen wert epee x sx 
I ai rahacathcaaindin reenter iaivains iesaipintrncmjas acne a sania apron eines 
Products manufactured 
a canteen nkntn dna dnsd«aagheaannyaweenc 
Name of person interviewed 
Title of person interviewed 


la. Is your company a subsidiary of another company? 
b. What is name and location of your parent company? 
2. Does your company have any branches or subsidiaries outside the United 
States? ( ) Yes, in which countries? ( ) No. 
3. Does your company have any foreign investments? 
4a. Does your company export any products or materials directly and/or in- 
directly? (indirectly, that is, through sale of any of your products or mate- 
rials to other domestic companies which in turn sell them to foreign markets.) 
( ) Yes. ( ) No. 
If yes to 4a, ask: 
b. Approximately what proportion of your total production, on the basis of 
sales, do these products or materials represent? 
( ) Less than 3 percent (specify). ( ) 10 percent. 
( ) 3 percent. ( ) Other (specify). 
( ) 5 percent. 
c. Approximately what proportion of your labor force is used in the produc» 
tion of these exports? 
( ) Less than 3 percent (specify) ( ) 10 percent. 
( ) 3 percent. ( ) Other (specify). 
( ) 5 percent. 


75018—_56——-39 
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5a. Do you import any finished or semi-finished parts or ingredients that you 
use in the manufacture of your products? 
( ) Yes. ( ) No. ( ) Don’t know. 
If yes to 5a, ask: 
. Could domestic substitutes be found for most of these semi-finished and 
finished products, a few of them, or none of them? 
( ) Most. ( ) Few. ( ) None. ( ) Don’t know. 
If they say most, ask: 
. Will you tell us why you import these products? 
If they say few or none, ask: 
. If you could not get these imported products, how would this affect your 
business? 
. What are the principal raw materials used by this company? 
. Are any of these imported? 
( ) Yes, which ones? 
If yes to 6b, ask: 
. Could domestic substitutes be found for most of these raw materials, a few 
of them or none of them? 
( ) Most. () Few. ( ) None. ( ) No opinion. 
If they say most, ask: 
. Will you tell us why you import these products? 
If they say few or none, ask: 
. If you could not get these imported products, how would this affect your 
business? 
7a. Are there any foreign-made products which are in competition with yours 
for the American market? 
Interviewer, please note: 
If yes to 7a, ask 7b, 7c, 8a, 9, 10, and 11. 
If no to 7a, skip to question 12. 
. Would you say that since the end of World War II this competition has 
affected your business favorably, Ts , or has ne been no change? 
( ) Favorably. ( ) Unfavorably. 0 change. ) No opinion. 
. We'd be interested in knowing why es a that. 
. If foreign competition should increase to a point where it seriously threatened 


your business, could your plant equipment be utilized for production of 
other products? 


If yes to 8a, ask: 
b. If your plant equipment could be utilized for production of other products, 
could you also continue to use the bulk of your labor force? 

9. If conversion became necessary, what types of assistance would your company 
require: tax relief, conversion loan, help in industrial diversification, or 
any other? 

( ) Tax relief. ( ) Conversion loan. ( ) Industrial diversification. 
) None. ( ) Other. 
10. If conversion became necessary, what types of assistance would your labor 
force require: Broader unemployment compensation, labor retraining pro- 
ram, placement services, or any other? 
) Broader unemployment compensation. ( ) Labor retaining program, 
) Placement service. ( ) None. ( ) Other. 

11. If conversion became necessary, would you prefer assistance from the Federal, 
State, » OF local government, local business commission, or from some other 
source? 

( ) Federal Government. ( ) State government. ( ) Local govern- 
ment. ( ) Local business commission. ( ) Other. ( ) None. 

12a. By and large, do you favor higher or lower tariffs than we have now? 

) Higher. ( ) Lower. ( ) Nochange. ( ) No opinion, 
b. We’d be interested in knowing why you say that? 
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I. InrRoDUCTION 


PURPOSE OF SURVEY 


Are export markets important to New Jersey manufacturing firms? 

What is the effect upon New Jersey manufacturers of competition from foreign- 
made products in the American market? 

Could local firms use their present plant equipment and labor force for other 
production should they be seriously injured by foreign competition? 

Are New Jersey firms dependent on imported materials for their production? 

The League of Women Voters believes that concrete answers to questions like 
these are important to all concerned with determining a sound foreign-trade 
policy for the United States. Leagues ail over the country are conducting 
studies to determine the facts about the stake which their own communities have 
in foreign trade. 

WHAT THE SURVEY COVERS 


In New Jersey a statewide survey is being made of #25 percent sample of all 
manufacturing firms. The effects of foreign trade on these firms are being 
compiled in a report for each congressional district and in the near future a report 
on the State as a whole will be issued. This study covers the findings on the 
Third New Jersey Congressional District. 

Manufacturing, to which this survey is limited, is the major industry in the 
Third District in terms of number of workers employed (see table 1). it is the 
segment of industry in this part of the country most directly and measurably 
concerned with foreign trade. It exports some of the goods it produces, some of 
its products are in competition with foreign-made goods, and it imports certain 
materials for use in the manufacturing process. he effect of foreign trade on 
other industries in the Third District is largely indirect. The agriculture carried 
on here is of a type not directly concerned with imports and exports, but is made 
up largely of poultry and egg production with some truck gardening, horticulture, 
etc. However, farmers in these categories have considerable dependence upon 
the buying power of industrial workers both within the district and in the metro- 
politan area as a whole. The same thing is true of those involved in the retail 
trade, amusement, and service industries which characterize the district’s resort 
areas, 

HOW THE SURVEY WAS CONDUCTED 


The League of Women Voters received advice from the American Institute of 
Public Opinion, of Princeton, N. J., in preparing a sampling method. A sample of 
25 percent was considered to be more than sufficient to insure that, if 100 percent 
of the manufacturing firms were surveyed, the results would be approximately the 
same. 

Twenty-five percent of the manufacturers in the Third Congressional District 
were selected scientifically at random from the list in the New Jersey Industrial 
Directory.!. To insure the inclusion of some of the largest firms the 10 companies 
employing the most workers were taken out of the list and 3 of these, selected 
at random, were included in the sample. The general survey covering this sample 
consists of replies from 118 firms. In addition to the general survey a study was 
also made of the 10 largest employers among manufacturing firms. 

The questionnaire used in the survey was prepared by the League of Women 
Voters of New Jersey and tested for impartiality, with the advice of the American 
Institute of Public Opinion. A copy is mpuecines to this report. 

A personal interview was conducted with the president.or some other top execu- 
tive of each firm between December 1954 and March 1965; 54 volunteer league 
members made the interviews. The compilation of data and preparation of this 
report is also the work of league members. 

Employment figures used in this report, unless otherwise indicated, are those 
on by the companies at the time of the interview (December 1954 to March 
1955). 


COMPILING THE SURVEY FINDINGS 


Two types of tabulations were used in summarizing the replies. For question§ 
directly concerned with the foreign-trade problem, the number of employees wa 
used. This is a more accurate index of the impact of exports and imports than the 
number of firms, since the latter range from 1 to 2,800 employees. By totaling the 
number of employees, a quantitative measure of the effects of foreign trade on the 
manufacturing firms surveyed can be established. In many cases where it has 


* B'Mtion of April 1954, published by Hudson Dispatch, Jersey City. 
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been possible the number of firms comprising the figure covering total employment 
within a manufacturing group has been listed alongside. For statistics of a 
descriptive nature such as those on foreign investment, subsidiaries, and opinion, 
the number of companies was used exclusively. 

In many of the tables a breakdown according to major manufacturing groups 
has been provided as a matter of interest. It should be emphasized, however, 
that the sampling method was devised to picture the interests of manufacturing 
industry as a whole in the district. Therefore the statistically significant findings 
are the totals in these tables, which have been set off with double lines. In the 
principal manufacturing groups the sample is sufficient so that the figures are 
representative of the group in the district as a whole, but this is not necessarily 
true throughout. 


DESCRIPTION OF THE DISTRICT 


The Third Congressional District, one of the State’s largest by area, is composed 
of Monmouth and Ocean Counties and that portion of Middlesex County lying 
on the south bank of the Raritan River, comprising the following municipalities: 
New Brunswick and South Amboy, cities; Helmetta, Jamesburg, Milltown, 
Sayreville, South River, and Spotswood Boroughs; Cranbury, Madison, Monroe, 
Plainsboro, East Brunswick, North Brunswick, and South Brunswick Townships. 
The northern part of the district is considered a particularly favorable location 
with respect to industrial development. The main north-south route of the 
Pennsylvania Railroad joins New Brunswick with New York, Philadelphia, and 
other leading points. The district is served further by the Garden State Parkway 
and the New Jersey Turnpike. 

The total population (1950) for the district is 387,794. The highest percentage 
of manufacturing employment is in the Middlesex County portion of the district 
where 74 percent of the working population is within this category.2 In the other 
two counties trade is either nearly as important as manufacturing (in Monmouth) 
or more important (in Ocean). 

Besides manufacturing and trade, truck farming has great importance espe- 
cially in Monmouth County as a result of the good quality of soil there. Both 
Monmouth and Ocean Counties with their fine coastline have been developed 
extensively for the summer resort business. The Ocean County portion of the 
district has acquired some fame for the intensive oyster culture along the shore. 

We see the importance of manufacturing to the district in table 1 below. It 
accounts for about half of the 88,745 persons employed in industry. 


TaRrLE 1.—Number of employees in ae industrial divisions 3d Congressional 
istrict 


Divisions Em- |? ae of Divisions Em- | Percent 


Contract construction --_--_-- 
Communications and utilities - 


i 


II. HigHuicuts oF THE SurRvEY FINDINGS 


Thirty percent of the manufacturing employees are in firms having a purely 
export interest in foreign trade, that is, firms which export and do not face import 
competition. 

Top 10 survey: 26 percent of the workers are in 3 firms in this category. 

Six percent of the manufacturing workers in the district are in firms which have 
a purely import-competitive interest, that is, firms which face competition from 
imports and do not export. 


al es survey: 6 percent of the workers are in 1 firm with a purely competitive 
interest. 

Forty-five percent of the employees of manufacturing firms in the district are in 
companies which both export and also face import competition. These firms may 
be said to have a “mixed interest.” a 

Top 10 survey: 59 percent of the workers are in 5 firms having a “‘mixed interest.’”’ 

Six percent of the manufacturing employees in the district are in firms which 
have been unfavorably affected by import competition since World War II. 


2 Statistics released by Division of Employment Security, Department of Labor and Industry, State 
of New Jersey for September 1953. Figures apply to employees covered by unemployment compensation. 
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Top 10 survey: 30 percent of the workers are in 3 firms in this category. 

Three percent of the manufacturing employees are in firms which have been 
unfavorably affected and would be unable to convert to other types of production. 

Top 10 survey: 30 percent of the workers are in 3 firms unfavorably affected 
which could not convert. 

Thirty-six percent of the manufacturing workers in the Third District are in 
firms using imports for all or most of which no domestic substitute is available. 

Top 10 survey: 62 percent of the workers are in 6 firms in this situation. 

Foreign trade has a direct impact of some kind on firms employing 84 percent 
of the manufacturing labor force in the Third Congressional District. 

Top 10 survey: All of these companies have a direct interest in foreign trade. 

Seventy-five percent of the manufacturing employees in the district are in firms 
waich export some of their product. Sixty-seven percent are in firms which use 
imports. Fifty-one percent are in firms which face competition from imports. 

op 10 survey: 85 percent of the workers are in 8 firms which export; 94 percent 

in 9 firms which use imports; 65 percent in 6 firms which face import competition. 

Twenty-five percent of the executives interviewed favored higher tariffs; 
31 percent lower; 11 no change; and 33 expressed no opinion. 

op 10 survey: 2 executives favored higher tariffs; 2 lower, 2 no change, and 4 

expressed no opinion. 


INTEREST OF MAJOR MANUFACTULING GROUPS 


Seventy percent of the manufacturing employees in the Third Congressional 
District are in firms in three groups: Chemicals and allied products, apparel and 
needlework, and instruments and medical supplies. The apparel group consists 
of a large number of firms and the employment per firm is relatively small, while 
the other two groups are made up of few companies, each with a large labor force. 

The firms manufacturing chemicals and those producing instruments and medi- 
cal supplies all export some of their product and many of them also import and 
find imports competitive. A majority of the apparel firms have some kind of direct 
interest in foreign trade, but many have no direct interest and only a small number 
export. Most of the manufacturing workers in firms which neither import, export, 
nor face import competition are found in the apparel group. 


TABLE 2.—Comparative employment in major manufacturing groups in Third District 


Workers covered 
by unemployment | Employment in firms surveyed, 
compensation, December 1954—March 1955 
September 1953 ! 
Manufacturing group 2 


Number | Percent of | Number | Number | Percent of 
of em- totalem- | of com- of em- total em- 
ployees | ployment | panies ployees | ployment 


Chemicals and allied products_-...........---.-- 8, 926 
Apparel and needle products---.-_._....-.....-.-- 9, 492 
Instruments, medical supplies, clocks 4, 673 
Electrical goods and machinery 5, 411 
Machinery (except electrical) 1, 132 
Stone, clay, glass products 1, 638 
Food and kindred products 1, 522 
Fabricated metal products 1, 355 
Textile mill products - : 

Lumber and wood products- ---_-.....-.--.-.--- 

Leather and leather products_..._.........-.---- 

Primary metal industries 

Miscellaneous manufacturing 

Seeseer MUNN Sco 8 esis es secs coh ie 
Transportation equipment 

Printing and publishing 

Furniture and fixtures 





ON Oe NOW OR OH OD 


mist 

SF, NN, NEE, MLESXKNNOMS 
—_ 

COM mm nim nono wee mon re 


CWNAINNN STH RN ODWOO 


1 


s 
) 


a ene — available by Division of Employment Security, Department of Labor and Industry, 
tate of New Jersey. 

2? Manufacturing firms were assigned to manufacturing groups in accordance with the Standard Industrial 
Classification Manual, vol. 1, Executive Office of the President, Bureau of the Budget, Washington, D. C., 
1945. 

3 This total, while it appears wrong, is given by the division of employment with the a at | 
identity “Totals include some items not shown in detail, in order to prevent disclosure of emplo: 

entity.’ 
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III. GeneRAL SuRVEY 
DESCRIPTION OF FIRMS SURVEYED 


The best figures available to indicate the number of employees in manufacturing 
in the third district are those gathered for each municipality by the division of 
employment eae of the State department of labor and industry. While 
these figures apply only to workers covered by unemployment compensation, in 
manufacturing these are probably 98 or 99 percent of the total. In table 2 on the 
facing page the total employment figures from this source are shown, broken down 
by major manufacturing groups, and alongside them the number of firms and 
employees covered by this survey, together with percentages of total employment 
in each case. 

The employment in the firms surveyed represents 33 percent of the total 
manufacturing employment in the district as indicated by the data from the divi- 
sion of employment security. 

Seventy percent of all manufacturing is seen to be concentrated in the following 
groups: Chemical and allied products; apparel and needle products; instruments 
and medical supplies. In most cases the manufacturing groups contain com- 
panies of varying size. However, in the chemical and the instrument and med- 
ical supplies groups the total employment is swelled by a few large firms. One 
chemical firm accounts for approximately two-thirds of all employees in the group; 
2 firms in the instruments category account for 96 percent of the employment in 
that group. 

The size of firms surveyed is shown in table 3. 


TABLE 3.—Size of companies surveyed 


Number of Percent of 
s 
Size of company companies | total sample 


58 
19 
19 
2 
2 


TABLE 4.—/Interest in exports and competitive imports 


[Based on questions 4a and 7a] 


A B D 


| 
| 
| 


Manufacturing groups |RUMber|nu r | interest interest interest 


| Import | No 
Total Total competitive Mixed Export | expressed 


interest 


employ-| ber 
ees | firms 


Em- 


| = 
Em- Em- 
ployees Firms | Firms Firms 


ploy ae om ees| ployees 





Chemical and allied 

Apparel 

Instruments, medical sup- 
plies 

Electrical 

Machinery (except electrical). 

Food glass, clay 


403 
197 


Lumber s sdiotbihiedicpeisngeaaacaueaal 


Primary metal 

Miscellaneous manufacturing 
Rubber 

Transportation equipment... 
Printing - 

Furniture 





1 14, 437 118 876 21 4, 316 37 2, 811 
Percent of total sample. 100 | 100 18 30 31 19 





604 ORGANIZATION FOR TRADE COOPERATION 


The majority of the yor mye are small, employing fewer than 50 persons. 
This is particularly true of the apparel and needle products group, second largest 
by employment in the survey. 

The status of the firms as subsidiaries, or as having foreign investments was 
determined to be as follows (questions 1, 2, and 3): 21 firms (17 percent) are 
subsidiaries, branches, or are wholly owned; 3 of them are wholly owned; 11 firms 


(9 percent) have a branch or branches outside the United States; 4 firms (3 percent) 
have foreign investments. 


INTEREST OF FIRMS SURVEYED IN IMPORT COMPETITION AND EXPORTS 


All firms were asked whether they exported their products either directly or 
indirectly, and whether eer faced competition from foreign-made products for 
the American market. On the basis of the replies to these questions the companies 
were classed in the following categories: 

A. Import competitive interest: Firms which consider imports to be competitive 
and which do not export their products. 

B. Mixed interest: Firms which consider imports to be competitive and which 
also export their products. 

Export interest: Firms which export and which do not consider imports to 
be competitive with their products. 

D. No expressed interest: Firms which neither export nor consider imports to 
be competitive with their products. 

Table 4 on the facing page shows the following: The mixed interest predomi- 
ates among manufacturing firms in the third district, when measured by number 
of employees. Export interest ranks next, no expressed interest third, and import 
competitive interest is last with only 6 percent of the employees. Measured by 
number of companies, the order is as follows: The largest number of firms falls in 
the ‘‘No expressed interest” category, next comes ‘Export interest,’ third 
“Mixed interest,”’ and ‘Import competitive interest” is last here, too, although 
this figure is only one less than the “Mixed interest”’ figure. 

The chemical and allied group contributes largely to the preponderance of 
employees in the ‘‘Mixed interest” column in table 4. These firms, characterized 
by a large number of employees per company, all export and most of them are in 
competition with imported goods. The predominance of firms in the “No 
expressed interest”? column, on the other hand, is due to the apparel group, the 
most numerous in the district and the majority of which neither export nor find 
imports competitive. 

Within each manufacturing group the interest is concentrated in a single cate- 
gory, which in each case contains over 50 percent of the employees in the group. 


The predominating interests of the four leading manufacturing groups are as 
follows: 


Mixed interest: Chemical and related. 
Export interest: Instruments, medical supplies, electrical. 
No expressed interest: ———. 


Table 5, below, shows the products manufactured by those firms which face 
competition from imported goods. 


TABLE 5.—Products manufactured by companies which find imports to be competitive 


Manufacturing group Products 


—-—— 


Chemical and allied Pharmaceuticals, pure red iron oxide —s protective coatings, 


lacquers, chemical intermediates, toothpaste, disinfectant. 

Apparel and needle products_. --- Nylon trim, embroidery, hand-embroidered handkerchiefs, ladies 
sportswear, men’s and women’s shirts, men’s rainwear, coats, 
women’s dresses, embroidered dress material, novelty beach hats, 
Christmas stockings, children’s dresses, infants’ wear. 

Instruments, medical supplies_.-_- ad, products and personal paper goods. 

Electrical goods... .......-.-..--- Neon glow lamps, electronic equipment, inductive equipment. 

Stone, glass, clay Ceramic wall tile. 

Mixed feeds for livestock, apple and apple wine. 
steel ucts, wire fencing, iron railing. 


ow units. 


Ladies’ a 
Primary metal Stainless steel wire, high carbon wire, castings in bronze and aluminum. 
Miscellaneous manufacturing - - - - , silver holloware, and novelties. 
PR oe ents dat eet eaten Ru goods for house and sport. 
Transportation equipment Pleasure boats and lifesaving equipment. 
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TOTAL INTEREST IN EXPORTS 


By combining the firms in category B (mixed interest) and category C (export 
interest) in table 4, we find that 49 percent of the companies, with 75 percent of 
the ae, export to some extent. This represents 58 companies with 10,750 
employees. 

able 6, below, shows the proportion of their total production which these 
firms sell in foreign countries. The executives interviewed were asked to give the 
approximate proportion of their total production, on the basis of sales, which is 
exported 
TABLE 6.—Percentage of production exported 


[Based on question 4b] 


Number | Number of 
of firms paises 


/+—— 
Hi 


Percentage of production exported 


owe ew 


S) 2S 


6, 052 
121 


10, 750 


Three firms sell 50 percent of their output abroad. Two of these are in the 
fabricated metal and one in the chemical and allied group. Another chemical 
firm exports 35 percent, and a lumber firm, 25 percent of its product. In all, 
17 firms with 4,698 workers, 44 percent of the total in exporting companies, sell 
5 percent or over of their product in foreign countries. The majority of firms 
ex oa less than 5 percent. 


t is estimated that 4.5 percent of the gross national product is exported.’ An 
exactly comparable figure for the Third Congressional District cannot be com- 
puted on the basis of this survey, since no information was obtained as to dollar 
value of exports and of total production. It is possible, however, to estimate 
from the replies to question > (summarized in table 6) the average percentage 
of production exported, — ted by the number of employees. That average 

t 


for all manufacturing firms, h exporting and nonexporting, in the Third Con- 
gressional District, is found to be approximately 4.7 percent. 

An analysis of size of companies exporting, in the table following, reveals that 
small companies participate strongly. 


3 Pending 1'rade Issues, League of Women Voters of the United States, 1954, p. 3. 
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TABLE 8.—Effect of competition of foreign-made products in American market since 
orld War I 


[Based on answers to question 7b] 


Total all firms | Firms affected | Firms reporting 


canaianians unfavorably no change 


Manufacturing groups 


coche tae eeepc Ae ine sicoiieenisditghineclaihie 
Employ- Employ- : Employ- Employ- 
_ | Firms | “™PO9-| Firms | *™P°9-| Firms | “bs 


Chemical and allied 3, 857 
Appare 1,214 17 
Instrum 


plies | 1, 100 
Electrical 105 


Zsaae8 
Bi senses BE | 


Primary metal 
Miscellaneous manufacturing -- 
0 A ane 
Transportation equipment__- 


a 
ee 


BEE 


| 
w 
oo 
Cc 


Percent of employment in 
firms facing competition __- 
Percent of employment in 


8 


51 


1 No firms in the machinery, printing, or furniture groups face import competition. 


2 One apparel firm with 55 employees reported it was affected favorably by import competition. The 
other firms in this column gave no opinion. 


TaBLE 7.—<Size of companies which export 


Size of company 


EFFECTS OF IMPORT COMPETITION 


Companies which face competition from foreign-made goods in the American 
market appear in table 4 in columns A (import competitive interest) and B (mixed 
interest). These 2 columns total] 41 firms with a labor force of 7,310, represent- 
ing 51 percent of the total labor force in the district. 

All of these companies were asked: ‘‘Would you say that since the end of World 
War II this competition has affected your business favorably, unfavorably, or has 
there been no change?” 

As shown in table 8, on the facing page, 19 firms replied “unfavorably” and 17 
“no change.’’ Only 11 percent of the employees, however, are in the unfavor- 
ably affected firms, while 82 percent are in firms which have felt no effects to date 
from import competition. he latter total is swelled by the labor force of 4 
firms in the chenical and allied and 1 in the instruments, medical supplies group, 
together comprising more than two-thirds of the entire employment of firms fac- 
ing competition from imports. The 19 firms unfavorably affected include 11 in 
the apparel group. 
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TABLE 9.— Ability to use plant crete and labor force for other types of 
production 


[Based on answers to questions 8a, 8b, 7b] 


l 
A B C D 


| Unfavorahly 
toe Could | Could not affected and 


Manufacturing groups | competition! | Convert? env? oe 


Chemical and allied 

Apparel 

Instrument, medical supplies 
Electrical 


Primary metal 

Miscellaneous manufacturing 
pS eS ae ae Te ae 
Transportation equipment-.--.-.-....--| 








Percent of employment in firms fac- 
ing import competition 
Percent of employment in total 
le 





! No firms in the machinery, printing, or furniture groups face import competition. 
‘ 2 Firms in this column could use both their plant equipment and their labor force for other types of pro- 
uction. 


3 Firms in these columns could not use their equipment or, if they could use their equipment, could not 
use their labor force for other types of production. 


The labor force in firms affected unfavorably by competition of foreign-made 
imports is only 6 percent of all the manufacturing employees in the Third District. 

The executives whose firms face import competition were asked why they 
thought their business had been affected in the way stipulated. In appendix A 
will be found some quotes showing a selection of representative reasons which 
were cited for an unfavorable effect or for no change. 


POSSIBILITY OF CONVERSION TO OTHER TYPES OF MANUFACTURE 


The 41 firms which face import competition were further asked: 

“If foreign competition should increase to the point where it seriously threat- 
ened your business, could your plant equipment be utilized for production of 
other products?” (Question 8a.) 

“If your plant equipment could be utilized for production of other products, 
could you also continue to use the bulk of your labor force?’ (Asked only of 
those who replied affirmatively to the preceding question.) (Question 8b.) 

The an to these two questions are tabulated on the facing page (table 9). 
Column B shows that 23 percent of the workers in firms facing import competition 
are in plants which could be converted to other types of production using the same 
labor force as now and 77 percent (column C) are in firms which either could not 
convert their plant equipment or, if they could convert, could not continue to 
use the same workers. 

Columns B and C represent the situation which would exist if import compe- 
tition should increase to the point where the present type of production would 
be unprofitable. Column D indicates the firms which under such circumstances 
could not convert (column C) and which also have been unfavorably affected 
by import competition (see table 8); 11 firms with 5 percent of the employees 
facing import competition are found to fall in both these categories. Only 3 

rcent of all the manufacturing workers in the Third District are in firms which 

ave been unfavorably affected by import competition and which could not 
convert their plants and workers if necessary to other types of manufacture. 
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TYPES OF ASSISTANCE REQUIRED SHOULD CONVERSION BECOME NECESSARY 
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All of the firms facing import competition (including those who could use 
their present plant equipment for other production) were asked the following 
three questions: 

1. “If conversion became necessary, what types of assistance would your 
company require: tax relief, conversion loan, help in industrial diversification, 
or any other?” [Question 9.] 

Seventeen of the forty-one firms facing import competition said they would 
require no help. The labor force in these firms is about two-fifths of the total in 
firms facing import competition. An almost equal number of workers is employed 
by four firms which would require tax relief. A much smaller number of em- 
ployees is represented by the 7 firms favoring a conversion loan, 5 favoring 
help in industrial diversion and 7 which would require other types of help or gave 
no opinion. 

2. “If conversion became necessary, what types of assistance would your labor 
force require: broader unemployment compensation, labor retraining program, 
placement services, or any other?’ [Question 10.] 


Placement service was preferred as the type of assistance for their labor force 
by 9 firms representing more thao half the number of employees where import 
competition exists, but labor retraining was mentioned by a greater number of 
firms (12) whose total employment was less; 11 firms indicated that no assistance 
was necessary; 5 would like broader unemployment compensation, and 5 either 
preferred other types of assistance or expressed no opinion. 


TaBLe 10.—Raw materials used and those identified as imported by executives 
interviewed 


[Based on questions 6a and 6b] 


| Raw materials identified as 


Manufacturing group imported 


Principal raw materials listed 


Chemical and allied 
Apparel 
Instruments, medical sup- 


plies. 
} FE ag rae 


Machinery -.............-- 


Stone, glass, clay 


Food and kindred prod- 
ucts, 


Fabricated metal products_ 


Miscellaneous 
turing. 

Rubber products 

‘Transportation equipment 


manufac- 


Chemicals and intermediates, animal waxes, 
rosins, synthetics, dyestuffs, soya beans, 
chalk, pigments. 

Rayon, cotton, wool, silk, linen, organdy, 
nylon, orlon, millium, nets, lace, buttons, 
leather, hardware, pipes. 

Brass, steel, aluminum, copper, wood, nickel, 
chrome, chemicals, cellophane, rubber, 
wood pulp, paper. 

Brass, aluminum, copper, steel, nickel, chro- 
mium, lead, tin, carbon, rosin, plastic, glass. 


Steel, bearings, motors, nickel, copper, cotton 
sheeting, acids, brass, aluminum, plastics. 
Sand, gravel, cinders, shale, flint pebbles, 

lining blocks, clay, tale, feldspar. 
Meat scraps, barley, soy beans, grain and by- 
products, pigskin, gelatin, seasonings, salt, 


sugar, flavor extracts (oil of lime, lemon, 


ginger root), alcohol, molasses, ammonia- | 


sulfate, ammonia-phosphate, anhydrous 
ammonia, milk, cream, cola syrup, bottles, 
crowns, metal, cork, tin, lumber, glass. 

Steel, aluminum, brass, pig and scrap iron, 
phenolics, tinplate, zinc. 

Cotton, jute, rayon, wool, nylon, cotton gray 
goods, orton, asbestos, seran plastic yarn, 
steel wool, monel wire, vinyl film poly- 
ethylene. 

ms 4 steel, liner board, wood staves and 

eads. 

Leather, metal frames, fabric linings, plastics, 
paper board, cement. 

Iron, steel, bronze and aluminum ingots, acids, 


rubber. 
Chemicals, plastics, silver, aluminum, glass 
yarn, resin, steel, rubber, dyes. 
ccs irik cittteclnns alsin Re tilts titers 
ro metal, steel, domestic woods, mahogany, 


Zine, copper, magnesium, acids, wood, print- 
ing Paper, ink, a 

7 , lumber, aluminum, chrome, plate 
g 


Chalk; components of chemi- 
cals and intermediates (in- 
directly). 

Net, linen, cotton, silk, wool, 
laces, organdy. 


Rubber, pulp. 

Nickel; brass, copper, glass, 
lead, tin, rosin, carbon 
(indirectly). 

Nickel and copper (indi- 
rectly). 

Flint pebbles, lining blocks, 

Grains, extracts (oil of lime, 
lemon, ginger root), sugar, 


molasses, cork, cola syrup 
(indirectly). 


Steel, tin, zinc. 


Jute, wool, rayon. 


Wood. 
Patent plastic, other plastics. 


; 
Iron, rubber tires. 


Silver, aluminum. 


Rubber. 
Lumber, mahogany, teak. 


Plate glass, chrome 


(in 
components). 
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3. ‘If conversion became necessary, would you prefer assistance from the Fed- 
eral, State or local government, local business commission or some other source?” 
(Question 11.] 

Fourteen firms, representing almost half the total employment in firms facing 
import competition, preferred assistance from the Federal Government but the 
greatest number (20 firms) selected “Other,” which includes “Don’t Know’ as 
well as unspecified types of assistance. The other choices were: 5 firms, State 

overnment; 1 firm, local government; and 2 firms, local business commission. 
t should be pointed out that in many cases companies interviewed mentioned 
several types of assistance. 


DEPENDENCE ON IMPORTED MATERIALS 


All companies were asked to list the principal raw materials used in their manu- 
facturing and state which of these were imported. Table 10 on the facing page 
shows the replies. It will be noted that no clear distinction was made in the 
replies of many manufacturers between raw materials in the strict sense and 
finished or semifinished materials which are subjected to further manufacture. 

The last column includes those raw materials which the manufacturers said 
were imported. However, this column does not give the whole story. There are 
many minerals for which the United States is almost entirely dependent on foreign 
sources of supply. Tin, chromite and nickel, for instance, are widely used and over 
95 percent of these must be imported. Copper is another common raw material, 
35 percent of which must be imported to fill the needs of industry nationally, as 
well as 30 percent of the zine used. It will be noted that where these minerals 
appear in the list of raw materials they are not always identified as imports. 
This may be because they are purchased from domestic suppliers. 

Table 10 indicates that many manufacturers use steel. Steel cannot be made 
without tungsten, cobalt, and manganese ore. More than half the tungsten used 
must be imported, almost 90 percent of the cobalt and 90 percent of the manganese 
ore, on a national basis.‘ 

With the addition of steel or its imported components, and the minerals in short 
supply in this country, to the imports listed in table 10, and with the further 
realization that other imports may not have been identified as such by the manu- 
facturer who buys them from a domestic supplier, the dependence of all manufac- 
turing groups on imported raw materials becomes even clearer. 

The manufacturers were asked not only whether they imported raw materials 
but also whether they imported finished or semifinished parts or ingredients for 
use in their manufacturing process. The replies yielded the following totals: 


TABLE 11.—Use of raw materials and finished or semifinished materials identified 
as wmports 


[Based on questions 5a, 6a, and 6b] 


ae of 


Use finished or semifinished imports 
Use raw material imports 


DOMESTIC SUBSTITUTES FOR IMPORTED MATERIALS 


All manufacturers who use imported materials were asked whether domestic 
substitutes could be found for most, a few or none of the imported materials. 
Table 12 shows the replies. In examining this table it should be kept in mind 
that the reliance on imports is certainly much heavier than the table indicates, 
because of the circumstances outlined in the preceding paragraphs. For example, 
if those companies which reported steel as a raw material but did not identify it 
as an import were included in table 12, the total of two columns would be increased. 
The total of employees in firms using imported materials would become 10,504 


4 Together We Are Strong, Department of State, publication No. H614, December 1952, pp. 20-21. 
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(73 percent) in 70 firms. The figure of employees in firms with no domestic sub- 
stitute available for any of their imported materials would be increased to 4,647 
(32 percent) in 33 firms. 


TaBLe 12.—Availability of domestic substitutes for imported materials used in 
manufacture 


[Number of firms in parentheses. Based on questions 5a, 5b, 6b, 6c] 








3 Domestic substitutes available ! 
se 
Manufacturing group a imported 

mater No 

Fornone | Forafew | For most opinion 

Chemical and allied.......| 4,260 ( 8)| 3,285 (3)| 3,100 f cals has MO CM os 
Pc cgsttts nn cdkowesce 3,634 ( 45)| 1,110 (14)| 1215 5) 119 (2) 576 ( 6)| 200 (1) 
Instruments, medical sup- 

 cieteidiincec techaniete es , 286 ( 4)| 2,258 IE Roesednalliestiv raleaeiaes! 1,100 (1)} 1,158 ( 2)/.-.-....-. 
I fore nnnvane! 1,306 (10) 971 (5) SN OR cdcgencece 610 (3)| 40 (1) 
REGGRINEFY......525..5..... 525 4) MD A Rise dele ese bok e ded eeeatnd 450 (1) 
Stone, glass, clay........-- 451 4) 372 ? Oi ncdibbehth chad tpmceepesemeiin BID. 6 i ccctncnes 

A ES | 411 8) 216 ( 5) 50 (1) 9 (2) ee 8 
Fabricated metal. --_-....-- 352 (11) ee SESSA Be 50 (1)} 33 (2) 
TN aris occwsvedcwanncd 320 3) 278 ( 2) OP Asi as 1... S00 °@ Bhaicatiws 
xin ckctieoiinawtinbtd 206 f 3) | See BOR CM cicathsd easctahpwenugacse 
pO 160 2) MES Ci dnerisceehcishehuseueced 60 f Bi Rc cictes Rteteen 
Primary metal_.......---- 159 ( 4) Me Wiesdendabetcaclencocensuedl MO Cece Se 
Miscellaneous manufac- 

Sie Ss deat tc 118 ( 5) Th catatonia -qrayes ss Tht Eliane 
SIN isos cicicaciaiaenc hana 100 ¢ 1) MOA Uk Silenciiminmntalanhaektenetel BD. 6 Tih wcencicke 
Transportation equip- 

UNG oot coca dnconed 82 ( 2) 82 ( 2) OW VCS Acid te (Hiis«..... 
Peet ads OB 4 OE. .ccuaeh cates cease ied jdénl cde eenaneses 
BRR cccpcptimiten cians 12.¢ 1) RD. Bente ewd- eave byte cnnansees DU Be aiiardigean 

eR coe 14,437 (118)| 9,608 (48)|} 3,751 (11)|] 1,378 (6)| 3,756 (26)| 723 (5) 

26.0 9.5 26.0 5.0 


Percent of total sample-__.- 100. 0 66.5 


1 The last 4 columns cover replies to separate questions concerning domestic substitutes for imported 
raw materials and for imported finished or semifinished materials. 29 firms said they use 1 of these types of 
imports but not both. Of the 19 which use both, 15 made the same reply as to availability of substitutes 
for the raw materials as for the finished or semifinished materials, and so presented no difficulties in tabula- 
tion. 2 firms in the Apparel group, with 90 employees, said substitutes are available for ‘“‘none’’ of their 
finished or semifinished imports, and gave no opinion on substitutes available for their raw imports. They 
are tabulated under “none.’’ Two shipbuilders (transportation equipment group) replied as follows: 1, 
with 45 workers, said substitutes are available for ‘‘none’”’ of his finished or semifinished imports, and for 
“most’’ of his raw materials; the other, with 37 workers, said domestic substitutes are available for “a few” 
of his finished or semifinished imports and for ‘‘none” of the raw materials. These 2 firms are tabulated 
according to their raw materials answers. 


A comparison of the second and third columns shows that, in terms of number 
of employees, 3 of the 4 largest manufacturing groups are heavy users of imported 
goods. Almost all the workers in the instruments and medical supplies group, 
three-fourths of those in the electrical and over three-fourths of those in the 
chemical and allied group are in firms using imports. In the apparel group, 
however, only about one-third of the workers are in firms which use materials 
identified as imports. 

The totals of table 12 show that two-thirds of the manufacturing employees in 
the Third Congressional District are in firms which report use of imports in their 
business; 35.5 percent or over a third of all the manufacturing employees are in firms 
which claim domestic substitutes could be found for none or for only a few of these 
imported materials. Twenty-six percent are in firms which say that domestic 
substitutes could be found for most of the imports they use, and the remainder, 
5 percent of the total, in firms which gave no opinion as to availability of substi- 
tutes, 
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DIRECT INTEREST IN FOREIGN TRADE: IMPORTS, EXPORTS AND COMPETITIVE IMPORTS 


The breadth of the direct impact of foreign trade upon manufacturing in the 
Third District is indicated by table 13 on the facing page. It shows the number 
of employees and the number of firms which have any of the three kinds of direct 
interest in foreign trade, namely interest in imports, in exports or in competitive 
imports. The final column includes those firms which have no direct interest. 
There is much overlapping, of course, between the three se te interest columns. 

The total picture is that 84 percent of the Third District labor force in manu- 
facturing is in firms which have a stake of some kind in foreign trade. In the 
chemical and allied and the instrument, medical supplies groups and seven other 
manufacturing groups all the firms have a direct interest in foreign trade. It is 
the apparel and needle products group, second la in the district, which brings 
down the overall percentage. In this group are five-sixths of the employees and 
two-thirds of the firms which neither export, import nor face import competition. 

Of the three types of interest, the export interest is highest, with 75 percent of 
the employees, the import interest next with 66.5 percent of the employees and 
the import competitive lowest with 51 percent. 

The import and export interests are alike in tending toward an increase in the 
flow of foreign trade. It is therefore instructive to consider the total number of 
employees in firms which either import or export or both. This figure, not to 
be found in table 13 is: 11,714 or 81 percent of the manufacturing labor force in 
the district, employed in 78 firms or 66 percent of the total number of firms 


TasLEe 14.—Opinions on tariff of executives interviewed 
[Based on question 12} 
Total 


number Favor Favor | Favorno Expressed 


ofcom- | higher lower change 


Manufacturing groups no 
panies opinion 





a —|———————! —— 





Chemical and allied 


do ndecnconidhee nae nel ee timid 8 3 4 0 1 

Apparel. - : Swe ian iegaewninia as 45 12 10 3 20 
Instruments, medical supplies. -.-..-...-......----- 4 0 3 1 0 
PI screams itlitnen 6's Athena nintnien Mhaadetanin 10 3 q 1 2 
Machinery (except electrical) __..........-...-.------ 4 1 1 0 2 
DORR, BIOTE, GORY. «2 an ncncecnonenqtncinncacpeneediins 4 2 1 0 1 
Food __-. seinen: igen vn eaves dads Portia dai deen wielded 8 0 3 2 3 
ION TUNE own cengnnavdbcipmenndwiliie deowces ll 3 3 2 3 
I iciccltinsientias puatensin=atiiaie dea Ghie ibaa 3 1 1 0 1 
EEE TO Ee 3 0 1 0 2 
SRE = ied 2h. dnd npeeanaibntadnmamatanidmicssaaiiin 2 1 1 0 0 
PE Ms on wccndnne <vccdbeceds<desesstenbinen 4 1 2 0 1 
Miscellaneous manufacturing ..................-..-- 5 2 2 1 0 
Rubber a » mainland ahs aad a eteheeed 1 0 1 0 0 
Transportation equipment _-_..-.......-.-.-.---.-- 2 0 0 2 0 
Printing p oiris a erndia Pian eadiee arin kena aie 3 1 0 0 2 
Furniture... -~--- 1 0 0 1 0 
Total___- suites meinen dltnidas aiiais ailedietiaiel 118 30 37 13 3S 
Percent of total Seb bth Le tien cals ante aecien cece erenareed 25 31 ll 33 


OPINIONS ON THE TARIFF 


The executives interviewed were asked: 

“By and large, do you favor higher or lower tariffs than we have now?” 

Table 14 on the facing page shows that 25 percent of the executives favor higher 
tariffs, 31 percent lower, 11 percent no change, and 33 percent expressed no opinion. 
Of those expressing an opinion, those who favored lower tariffs or no change out- 
numbered those favoring higher tariffs 5 to 3 (62.5 to 37.5 percent). 

There appears to be no concentration of low tariff or high tariff opinion in any 
particular group. Nearly half of those interviewed in the apparel and needlework 
group would express no opinion, often commenting in addition that tariff was no 
concern of their company. 

Table 15, below, shows the breakdown of opinion by the four interest classifica- 


tions, namely: Import competitive interest, mixed interest, export interest, and 
no expressed interest. 
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TABLE 15.—Ezecutives’ opinions on tariff, by interest categories 


Favor Favor Favor . 
higher Percent lower p< ne opin-| Pereent Total 


interest 
Mixed interest 
Clear export inter- 


3| 118 
! Percent of total below. 


There is a clear correlation between the type of interest which firms have in 
exports and competitive imports and the opinions about tariff levels. Sixty 
percent of those executives whose firms face import competition favor higher 
tariffs. On the other side of the picture those with a clear export interest tend 
to favor lower tariffs or no change, the total in these 2 columns being 47 percent 
of firms which export and do not face import competition. However, the correla- 
tion between interest and opinion is not as great in this category as in the import 
competitive, and there were as many who expressed no opinion as who favored 
lower tariffs (39 percent in each case). 

Among those who both export and also face competition from foreign-made 
goods low tariff sentiment slightly predominates in our sample and when added 
to “no change”’ gives a balance of 57 percent as against 38 percent for higher 
tariffs. Only one man of those representing firms with a mixed interest expressed 
no opinion, fewer than in any other category. In the category of firms which 
neither export nor face import competition the largest number of executives 
expressed no opinion. These were 44 percent of the category, but an equal 
number either favored lower tariffs or no change as against 12 percent favoring 
higher tariffs. 

In other words, in all categories except the import competitive the sentiment 
is decidedly in favor of lower tariffs. 


IV. Tor 10 Survey 


This section of the report is concerned with the interests of the 10 largest 
firms in the district. They were selected on the basis of number of employees 
from the April 1954 issue of the New Jersey Industrial Directory, and the list 
was modified according to later information as to the size of the companies 
obtained in the course of the interviews. Employment figures used in this report 
are those given by the companies when interviewed (December 1954 to March 
1955). 

Three of these large firms, selected at random, are also included in the general 
survey, since that study was designed to reflect the interests of 25 percent of 
all manufacturing in the district. 


DESCRIPTION OF FIRMS SURVEYED 


The same manufacturing groups used in the general survey are used here. 
Not all of these, of course, are represented by the top 10 firms. The total number 
of employees of the 10 largest firms is somewhat larger than the total of the 118 
in the general survey (16,500 as against 14,437). These 10 companies employ 
37 percent of the total manufacturing labor force in the district (using the figure 
of “‘covered’”’ employment as an approximate representation of this total. 


75018—56——_10 
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TABLE 16.—Employment in 10 largest firms by manufacturing groups 













Sieheealae | wiembnoe Percent of 

umber 0: Number o top 10 

Manufacturing group companies | employees {manufacturers 
employment 






Ce aa 8 os has nneenneonneerenaanned 
Instruments, medical supplies... -.-.- 
Electrical goods and machinery-- 
Apparel and needle products-._.- 
Textiles 





It will be noted that the 7 firms comprising the instruments and medical supplies 
and the chemical and related groups account for 75 percent of the employment in 
the top 10 survey. 

Six of the establishments covered in this survey are part of a larger organization 
(divisions, branches or wholly owned). Five are part of an organization having 
subsidiaries or branches (or agents) outside the United States. Six are part of an 
organization having foreign investments. The executives interviewed were asked 
to limit their replies to the particular establishment of their company located in the 
Third Congressional District. 












INTEREST IN IMPORT COMPETITION AND EXPORTS 











On the basis of whether they face competition from foreign-made goods in the 
American market or export part of their own product or both, the 10 largest firms 
fall into 4 interest categories as indicated in table 17. 


TABLE 17.—Interest of 10 largest firms in import competition and exports 


[Based on questions 4a and 7a] 






Number of— 












Import : No ex- 
Manufacturing group —_———|_-_—————jeompatitive ao, pers a pressed 
Companies} Employees| ‘terest interest 








Chemical and allied -----_._-- 3 ROR erence hee eee 1, 400 
Instruments, medical supplies. 4 TE Peacennnantes 5, 000 Ri ae Ixgenosevecene 
I ines Sttarisitieaaicdiaatcankes 1 Es ios n, euk a Bias aekaebaineiis NB aes chaidinis 
BEN: tancspinstinekieane 1 SOW beticls. Bach datiebnsawee 4 ae ee 
pI eee ee 1 1 


Percent of total___..___- [sviawanttl. ig 100 6 59 
| 
Note.—The smallest proportion, 6 percent of the employees, is in the 1 company which has a pure com- 
petitive import interest. 
26 percent of the employees are in 3 companies having a pure export interest, that is companies which export 
but do not face competition from imports, 


The majority, or 59 percent of the employees, is in 5 companies which both export and also face competi- 
tion from imports. 


9 percent of the workers are in the 1 firm which neither exports nor faces import competition. 





The proportion of production which goes into export in these 10 firms ranges 
from 15 percent in 1 plant down to zero in 2. The average percentage of pro- 
duction exported, weighted by the number of employees in the 10 companies, is 
4.9. This may be compared with the approximate weighted average of 4.7 percent 
in the district as a whole, determined in the general survey. 







EFFECTS OF IMPORT COMPETITION 
THIS COMPETITION 






AND POSSIBLE TYPES OF ADJUSTMENT SHOULD 
THREATEN SERIOUS INJURY 














Three firms, out of the 6 in the survey which face import competition, said they 
had been unfavorably affected by this competition since World War iI. These 
firms include 30 percent of the employment. The other three said there had been 
no change. Some of the reasons given for this situation are included in appendix 
A, along with corresponding replies from manufacturers in the general survey. 
Four firms with 42 percent of the workers covered by this survey, would be 
unable to convert to other types of manufacturer, should the import competition 
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they face become a serious menace to their business. But only one of these, with 
12 percent of all the workers in the survey, has been unfavorably affected by this 
import competition to date. 

The replies to questions concerning types of assistance which would be required 
should conversion become necessary were as follows: One firm would need tax 
relief, 3 said no assistance is wanted, and 2 did not reply. With respect to as- 
sistance for employees, 1 said none would be necessary, 2 believe placement 
service would be desirable, 1 would need all kinds of aid possible, and 2 did not 
answer. 

DEPENDENCE ON IMPORTED MATERIALS 


All but 1 of the 10 largest firms use imports in their manufacturing process” 
Five use finished or semifinished imported materials, 7 use imported raw materials 
and 3 use both. The number of employees involved in the 9 firms using imports 
is 15,500, or 94 percent of the total in this survey. This is a much heavier reliance 
on imports than was found in the general survey. 

Three executives stated that domestic substitutes are not available for any of 
the imports they use and three that such substitutes could be found for a few of 
their imports. The employees in the first group of firms total 6,100 and ia the 
second 4,100, a total of 10,200, or 62 percent of the labor force represented in the 
top 10 survey. Two executives with 3,100 employees said that domestic substi- 
tutes exist for most of their imports. One, with 2,200 employees, replied ‘‘most’’ 
as regards raw materials and ‘‘no opinion’’ as regards the finished or semifinished 
goods his firm imports. 

In appendix B will be found some replies of the executives as to why they use 
imports rather than domestic substitutes, and the effect on their business if they 
could not obtain materials for which no domestic substitute exists. 


DIRECT INTEREST IN FOREIGN TRADE: IMPORTS, EXPORTS AND COMPETITIVE IMPORTS 


Table 18 provides a summary of the 3 types of direct impact of foreign trade on 
the 10 largest firms. 
TABLE 18.—IJnterest in imports, exports, and competitive imports, top 10 firms 
(Number of firms in parentheses. Based on questions 5a, 6b, 4a, and 7a] 
Import 


Manufacturing group sneer aa competitive oo t 
iteres F 


Chemical 6, 200 4,800 (2) 
Instrument, medical supplies \ 6,100 (4) 
Electrical 2, 200 2,200 (1) 
Apparel 1, 000 1,100 (1) 
Textile 


1 14,100 (8) 
Percent of total 85 


1 This column represents total interest in exports, 
2 This column represents total interest in import competition, 


Table 18 shows that all the top 10 have a direct interest of one kind or another 
in foreign trade. All of them either import or export or both. Nine companies 
with 94 percent of the workers import, 8 with 85 percent of the workers export, 
and 3 with 65 percent of the employees have the import competitive interest. 


OPINIONS ON THE TARIFF 


Two of the executives interviewed in the top 10 survey preferred higher tariffs 
than we have now; 2 favored lower; 2 no change; and 4 expressed no opinion, 
Some representative reasons for these views are included in appendix C, along 
with those of executives interviewed in the general survey. 
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AppENpDIXxX A 
Some Reasons GIvEN For Errects or Import COMPETITION 


Reasons for unfavorable effects (question 7b) 


A coat manufacturer said: “Cloth coming in from Italy is less expensive and 
better than much of our domestic cloth. To convert to other production would 
cost too much to pay off.” 

An ashraeaal handkerchief manufacturer stated: ‘Due to the cheapness of 
the competing Japanese product, we lose out in the market.” 

A manufacturer of plastic parts said this: ‘““There has been quite a big increase 
in the import of Japanese and English products. The Germans are making 
tools for plastic moldings cheaper and therefore are able to sell plastic parts 
from these moldings under our market price.” 

A manufacturer of silver hollowware and novelties said: ‘“There is a flood of 
Italian aluminum ware on the market.” 

A pigment manufacturer said: “Similar pigments are being imported into this 
country at about 40 percent under domestic prices.” 

An applejack and apple wine manufacturer said that cheaper prices of foreign 
imports caused unfavorable effects on his business. 


Reasons for no change 


A handbag manufacturer said: “I have been able to meet the competition, 
but others have not. I know that 33 percent of other handbag manufacturers 
have had to go out of business.”’ 

A manufacturer of ceramic wall tile said: ‘‘The country has enjoyed a building 
eee Right now there is room for all. If there is a slack in building we would 
feel it.” 

A manufacturer of inductive equipment said this about foreign competition: 
‘‘We can sell our products at a comparable price.” 

A manufacturer of mixed feeds for livestock said: ‘“There are only 2 or 3 years 
in 10 when foreign prices are low enough to undersell American production.’ 

A manufacturer of rubber household items and toys said: ‘‘There is very little 
foreign competition.” 

A film manufacturer said: ‘‘As products have come in, American market has 
increased. Our business has grown. Availability of foreign products has 
probably stimulated our technical developments.” 

A sanitary goods manufacturer said: “Transportation cost is nearly insur- 
mountable for any foreign competitor of ours, and our brand name is very well 
established.”’ 

A pharmaceutical manufacturer said: ‘““‘We have not felt competition from 
imports, which consist of small volume items.” 


ApPpENpDIxX B 


Some Repiirs CONCERNING DEPENDENCE ON IMPORTED MATERIALS 
(Questions 5c and 6d) 


Some reasons given for importing materials when domestic substitutes are avatlable 


A manufacturer of nonwoven fabrics said he imports because ‘‘Rayon market 
very tight right now—supply scarcity again is the reason.” 

A manufacturer of store fixtures said that he imports certain products because 
“foriegn products are cheaper.” 

A surgical dressings manufacturer said that he imports certain products because 
“imported raw materials have properties not presently available in domestic 
substitutes.” If he could not get these imported products he said further: 
‘We would have to find or develop satisfactory substitutes.” 

A manufacturer of electromagnetic devices said he imports certain products 
because they come from “traditional sources of supply.” 

A manufacturer of baker’s yeast said that the reasons for importing molasses 
were: “Price, shortage can’t be filled. Farmers make more on other products 
and aren’t bothered with raising or producing molasses. Not enough money in 
it.” 

A silversmith said that the reason he imports silver is that he ‘‘would have to 
pay premium prices from United States Government. Government buys 
domestic silver at premium prices so I must buy from outside, i. e., Mexico and 
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India.” He said that the effect on his business if silver were unobtainable from 
outside would be ‘‘prices would have to be raised: 15 percent increase.” 

A manufacturer of rubber houseware goods etc. said: ‘‘I import certain amount 
of natural rubber for specific uses. It is more suitable for certain purposes.” 

A manufacturer of wire displays said the reason he imports is that “Certain 
tools that are purchased to operate the plant are superior to domestic tools.” 


Some replies of executives as to effects on their business if imported products were not 
available (Questions 5d and 6e). 


A carpet manufacturer said if he could not get the products he imports “I 
would have to use substitutes and sell an inferior product.” 

A soft drinks manufacturer said that if he could not get the products he im- 
ports, his business would be affected “‘adversely. In case of emergency might cut 
business one-half or more.” 

A toothpaste and disinfectant manufacturer said that the reason for importing is 
that ‘cannot obtain [products] in this country.’”’ He said further that if these 
imported products were unobtainable, he “could not produce.” 

A manufacturer of nylon trim for the garment trade, handkerchiefs, em- 
broideries said that the effect on his business of not being able to obtain certain 
imported products would be “not to great. What would happen—nobody else 
could get them either; therefore instead of making linen handkerchiefs, I would 
make cotton. No difference.” 

A ladies coat manufacturer said about the effect on his business of not being able 
to obtain imported products: “It would not [affect business}—just vanity of the 
women buyers is the reason for having the imported fabrics.” 





APPENDIX C 
Some Reasons GivEN For Opinions ON TARIFF 


Reasons for favoring higher tariffs (Question 12b) 


A manufacturer of pharmaceuticals and anti-biotics said: ‘‘We must protect 
certain markets in this country against foreign competition. Low cost goods are 
due to their low cost labor force abroad.” 

A carpet manufacturer stated: “Adequate tariff should be measured by dif- 
ferences in cost of production and distribution between foreign country and the 
United States. * * * For my products I must import a substantial amount of 
raw material each year. If the tariff were reduced a flood of finished imports 
would put me in the position of being unable to make my purchases abroad. * * * 
The labor situation is critical. My industry is in most cases located in a one 
industry town and anything done to increase import of foreign product is going 
to have very serious effects on communities like this one.” 

Another carpet manufacturer said: ‘There is no way of competing with for- 
eign countries’ imports because of lower wages and longer working hours in 
Europe. Higher tariff would slow down this competition.” 


Reasons for favoring lower tariffs 


A manufacturer of protective coatings and lacquers said: ‘‘Our company be- 
lieves in free enterprise. No difference to us whether foreigners or domestic. 
We'll ‘wrestle ’em’ for the business. Foreign producers can’t compete with 
Americans for quality and ingenuity.” 

A manufacturer of men’s sportswear said: ‘‘ Would be able to meet competition 
[domestic]. Lower tariff would lower prices in this country.” 

A manufacturer of men’s work trousers said: ‘‘I am not afraid of lower tariffs. 
Goods should be properly labeled with country of origin. People prefer Ameri- 
can-made goods, when they can choose with labels.” 

A door manufacturer said: ‘‘This country is so far advanced mechanically that 
lower tariffs would not affect the majority of businesses. Exporting is impossible 
without importing in this type of economy.” 

A manufacturer of foundry and machine parts said: ‘‘We have to protect 
American business where it is necessary, but not to the extent that we should hurt 
our export markets. I believe in free trade between all countries.” 

A photographic film manufacturer said: ‘There are two reasons: (1) a com- 
petitive situation imposed stimulates a company to do a better job; (2) if we erect 
a tariff barrier around the United States we lose an opportunity to improve the 
worldwide situation. * * * In those countries developing industrially now, 
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markets are needed. To deny them this opportunity is a major step in alienat- 


heir interest in our way of life.” 


A manufacturer of electrical and electronic products said: ‘‘ We hand our money 
to foreign countries which is never returned and by importing their products 


low tariff we can help these countries get on their feet financially. Then 
won’t need our help.” 


manufacturer of adhesives said: ‘Lower tariff promotes international trade 


and so world security and greater prospects for world peace.” 


manufacturer of ladies’ sport coats said: ‘“There are more manufacturers at 


present; competition is keen now in the coat manufacturing business in this 
country. We make a high-price and high-quality name brand coat, and we fear 
particularly British imports.” 

A manufacturer of bulk pharmaceutical chemicals said: “Foreign pharma- 


ceutical products have sold here at a lower price than cost of production in 
America.” 


manufacturer of aircraft tools and parts said: “American industry should 
advantage in own markets.” 


Reasons for favoring no change in tariffs 

Most of the executives who indicated they wished no change felt that tariffs 
were either high enough or low enough at present. 

A boat manufacturer said: “If tariffs go higher, we are in a false economy.” 

A women’s coats manufacturer said: “Because we are getting along well now, 
[we need no change]. 
lower tariffs.” 

A sanitary goods manufacturer said: ‘‘When you say higher or lower tariffs you 
can’t put it so simply. The tariff situation is always attacked piecemeal by 
lobbies—policy cannot be raised overall. Each and every segment of the tariff 
barrier must be examined and changes made where necessary.” 

A uniform manufacturer said: ‘‘We need reciprocal trade; otherwise American 
industry and business would develop a hard core of trade isolation and lose good 
opportunities for development.” 

A surgical goods manufacturer who selected ‘‘no opinion” with respect to 
question 12a added this comment: ‘‘My opinion is that at present we are so little 
affected by competitive imported products that it would be inappropriate for us 


to voice an opinion on a condition that may affect other manufacturers more 
seriously.” 


But sooner or later we will need a change, probably to 


APPENDIX D 


QUESTIONNAIRE USED IN BotH SurRVEYS 


Is your company a subsidiary of another company? 
If yes to la, ask: 


b. What is name and location of your parent company? 
2. Does your company have any branches or subsidiaries outside the United 


States? 


3. Does your company have any foreign investments? 


Does your company export any products or materials directly and or in- 
directly (indirectly, that is, through sale of any of your products or materi- 
als to other domestic companies which in turn sell them to foreign markets.) 

If yes to 4a, ask: 


. Approximately what proportions of your total ohne on the basis of 


sales, do these products or materials represent 


Approximately what proportion of your labor force is used in the production 
of these exports? 


. Do you import any finished or semifinished parts or ingredients that you use 


in the manufacture of your products? 
If yes to 5a, ask: 


. Could domestic substitutes be found for most of these semifinished and 


finished products, a few of them, or none of them? 
If they say ‘‘Most,” ask: 


. Will you tell us why vou import these products? 


If they say “Few” or “‘None,”’ ask: 


. If you could not get these imported products, how would this affect your 


business? 


. What are the principal raw materials used by this company? 
. Are any of these imported? Which ones? 


If yes to 6b, ask: 
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. Could domestic substitutes be found for most of these raw materials, a few 
of them or none of them? 
If they say ‘‘Most’’, ask: 
. Will you tell us why you import tl these products? 
If they say “Few” or ‘“‘None,” ask: 
. If you could not get these imported products, how would this affect your 
business? 
fa. Are there any foreign-made products which are in competition with yours 
for the American market? 
. Would you say that since the end of World War II, this competition has 
affected your business favorably, unfavorably, or has there been no change? 
We'd be interested in knowing why you say that? 
Sa, If foreign competition should increase to a point where it seriously threat- 


ened your business, could your plant equipment be utilized for produc- 
tion of other products? 


If yes to 8a, ask: 
b. If your plant equipment could be utilized for production of other products, 
could you also continue to use the bulk of your labor force? 
9. If conversion became necessary, what types of assistance would your com- 


pany require: tax relief, conversion loan, help in industrial diversification, 
or any other? 


10. If conversion became necessary, what types of assistance would your labor 
force require: broader unemployment compensation, labor retraining 
program, placement services, or any other? 

11. If conversion became necessary, would you prefer assistance from the Federal, 
State, or local government, local business commission, or from some other 
source? 

12a. By and large, do you favor higher or lower tariffs than we have now? 

b. We’d be interested in knowing why you say that? 


EFFECTS OF FOREIGN TRADE ON THE MANUFACTURING IN- 
DUSTRIES IN THE FIFTH CONGRESSIONAL DISTRICT OF NEW 
JERSEY 


League of Women Voters of New Jersey, 20 Fulton Street, Newark 2, N. J., 
June 1955 


ConrTENTS 
I. Introduction. 


(a) Purpose of survey. 
(b) What the survey covers. 
(c) How the survey was conducied. 
Il. Highlights of trade survey findings. 
III. Detailed findings. 
(a) Description of the district. 
(b) Tabulations. 
(c) General survey results. 
. Description of the firms surveyed. 
. Interest in import competition and exports. 
. Effects of import competition and possible types of adjust- 
ment should this competition threaten serious injury. 
. Dependence on imported materials. 
5. Opinions of ihe executives interviewed on the tariff. 
(d) Survey results of the 10 largest firms. 
IV. Appendix—Copy of the questionnaire used for both surveys. 


I. INTRODUCTION 


(aA) PURPOSE OF THE SURVEY 


Are export markets important to New Jersey manufacturing firms? 

To what extent do goods made in New Jersey compete with foreign-made prod- 
ucts for the American market? 

Could local firms use their present plant equipment and labor force for produc- 
tion should they be seriously injured by foreign competition? 
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Are New Jersey firms dependent on imported materials for their production? 

The League of Women Voters believes that concrete answers to questions like 
these can be of value to all concerned with a sound foreign trade policy for the 
United States. Leagues all over the country are therefore conducting surveys to 
determine what stake their own localities have in foreign trade. 

This report covers only the Fifth New Jersey Congressional District (Morris, 
Somerset, and part of Middlesex Counties), and is part of a statewide survey. The 
Fifth District, formerly rural, has become industrialized very rapidly during the 
postwar years. 

(B) WHAT THE SURVEY COVERS 


This survey is confined to manufacturing, which is the major industry in the 
Fifth District, accounting for 65 percent of the totalemployment. Manufacturers 
produce goods which are exported or are in Pe with foreign imports and 
also need imported materials for production. This study is concerned with the 
direct effects of foreign trade on manufacturer and their employees in the Fifth 
District. The presumption can be made that the indirect effects on the other 
segments of the economy, such as transportation, services, etc., would be similar to 
those directly affected. 

One limitation inherent in a study of any particular region is that the area is 
never a wholly integrated economic unit and, therefore, it is impossible to discern 
all the adjustments that would have to be made to either increased competition 
from abroad or a reduction in exports. 


(c) HOW THE SURVEY WAS CONDUCTED 


In preparing the survey, the League of Women Voters received invaluable 
assistance from Public Opinion Surveys, Inc., of Princeton, N. J. Two studies 
were made, covering 125 manufacturers and 27 percent of all manufacturing 
employment in the district. The first was a general survey in which 115 com- 
panies were interviewed. They were scientifically selected at random from the 
April 1954 issue of the New Jersey Industrial Directory ! to furnish a 25-percent 
sample of all manufacturing firms in the district listed in the directory. A 
25-percent sample was considered to be more than sufficient to insure that, were 
100 percent of the companies surveyed, the results would be approximately the 
same. 

A separate survey was made of the 10 largest industries in the district, since 
they employ one-fourth of the workers in all manufacturing industries in the 
district listed in the directory. Three of the ten companies, mathematically 
selected at random, are also included in the general survey in order to maintain 
the 25 percent character of that sample. 

The interviewing, as well as the compilation of data, was done by volunteer 
league members. The interviews were conducted from November 1954 to March 
1955 with the president or some other top executive of each firm. A copy of the 
questionnaire used is appended to this report. 


II. Hicuiicuts or TrRApDE SurvEY FINDINGS IN THE FirrH CONGRESSIONAL 
District 


Eighty-five percent of the manufacturing employees in the district are in firms 
which export some of their product. 

Top 10 survey: 93 percent of the workers are in firms which export. 

Sixty-two percent are in firms which use imports. 

Top 10 survey: 93 percent are in firms which use imports. 

Thirty-two percent are in firms which face competition from imports. 

Top 10 survey: 59 percent are in firms which face import competition. 

Fifty-three percent of the manufacturing employees in the district are in com- 
panies which both export and also face import competition. 

Top 10 survey: 59 percent of the workers are in firms having a “‘mixed interest.’”’ 

Thirty-two percent of the manufacturing employees in the district are in firms 
having a purely export interest. That is, firms which export and do not face 
import competition. 

Top 10 survey: 34 percent are in firms having a purely export interest. 

Less than 1 percent of the manufacturing employees in the district are in firms 
which have purely competitive interest, that is, firms which face competition 
from imports and do not export. 


1 Published by the Hudson Dispatch, Union City, N. J. 
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Top 10 survey: No firms have a purely competitive interest. 

Twenty-seven percent of manufacturing employees in the district are in firms 
which have been unfavorably affected by import competition since World War II. 

Top 10 survey: 24 percent of the workers are in firms in this category. 

Seven percent of the manufacturing employees in this district are in firms 
which have been unfavorably affected and would be unable to use their plant 
equipment and labor force, should the unfavorable effects reach the point of 
serious injury to the business. 

Top 10 survey: 22 percent of the workers are in this category. 

Should conversion of production become necessary because of unfavorable 
import competition, the majority of firms felt that no assistance for management, 
labor, or financing was necessary. 

Top 10 survey: Conversion was not considered a factor in business adjustment 
because all the firms were subsidiaries. 

Fifty-four percent of the manufacturing employees in the district are in firms 
which are subsidiaries or branches of larger companies. Thirty-five percent of 
these employees are in firms which have foreign branches or subsidiaries. 

Top 10 survey: All of these companies are subsidiaries, all but one have foreign 
branches or subsidiaries. 

Almost half of the executives favored lower tariffs or no change. An equal 
number have no opinion. 

Top 10 survey: Almost half the executives favored no change in tariffs. 

Foreign trade has a direct effect on firms employing 85 percent of the manu- 
facturing labor force in the Fifth District. 


Top 10 survey: All but one of these companies have a direct interest in foreign 
trade. 


TABLES ON EFFECTS OF FOREIGN TRADE IN THE 5TH CONGRESSIONAL DISTRICT 


TABLE I.—Replies concerning exports, competition from imports, and imports used 
in manufacture 


| 


total number 


firms | employees | of employees 


! 

| j ? 
| Number of | Number of | , Percent of 
ate 


Firms which export some of their product __ iain b 17, 564 

Firms which face competition from imports.- 10, 954 

Firms which both export and face competition from imports | 
CaN RII ONE ino = =~ 2st eter ge on n+ eo +--+ == : 10, 914 | 

Firms which export and do not face competition from imports 
(export interest) _ - 6, 650 

Firms which do not ‘export, ,and face ‘competition from imports | 
(import-competitive interest) I 40 | 

Firms which neither export nor face competition from imports 

Firms unfavorably affected by import competition since 
World War II 

Firms facing competition from imports which could not con- 
vert to other types of manufacturing 

Firms which import finished or semifinished materials for use 
in manufacture - - 

Firms which import ‘finished or semifinished materials for 
which domestic substitutes not available 3 

Firms which use raw materials which they ‘identify ‘as im- 


ported 12, 635 
Firms using imported raw materials for which domestic sub- | 


oad 








stitutes are not available 1 | 3, 409 | 


‘In some cases raw materials are imported indirectly and may not be identified as imports by 
the interviewee. 


Tas_e IIl.—Opinions on tariffs of executives interviewed 


otal number 


Number of ‘ Percent of 
firms of firms 


in oh Medan daltcmningagtcienintienneeenns 

Favor lower tariffs 

Favor no change 

DUCE ra tcesonshcncen paiedeiite wens ceets Seba aceteneeakeseees : 
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III. DerarteD FINDINGS 
(a) DESCRIPTION OF THE DISTRICT 


The Fifth Congressional District comprises Morris, Somerset, and the northern 
part of Middlesex Counties. It is located in the north-central part of New 
Jersey, and its population in 1952 was estimated at about 450,000. Although 
formerly a rural area, it has become one of the fastest growing industrial areas 
along the Atlantic seaboard since World War IT. 

The greatest amount of manufacturing is done in chemicals and electrical 
machinery at.d supplies, although large asbestos and building materials plants 
are located here also. 

With fine highways, main trunklines of several railroads, a heavy truckline 
system, and many airports, there is ready access to markets in New York, Phila- 
delphia, and the entire Central and Northeastern United States. This com- 
bination of location, accessibility, and space for development has been favorable 
to a rapid industrial development. 

Major industrial divisions.—We see the importance of manufacturing to the 
district in table 1. It accounts for 65 percent of the 117,194 persons employed 
in industry. 


TaBLe 1.—Major industrial divisions by number of employees ! 


j 


Divisions Employees 


Manufacturing ---___- ; 76, 132 
Wholesale and retail_- ‘ . 18, 703 
Construction contracting 7, 087 
Small services nd SmmseMe4;nits..... .- <2... .oc neo snns ne osc ne eae ie 4, 860 
Communications and utilities a 3, 729 
Transportation __-_- 3, 390 
Finance, insurance, and real estate 1, 544 
Mining, agriculture and other 1, 749 


S| eres eah 
o awonw~-ooco 


— 
= 


117, 194 | 


1 New Jersey Industrial Directory, Hudson Dispatch, Union City, N.J., April 1954, p. B355. 


TaBLe 2.—Major manufacturing groups and number of workers employed by 
surveyed firms compared to totals for the district 


District Firms wwe een 


Manufacturing groups 


Percent of 
Number of | Number of | Number of} total sur- 


employees ! companies | employees | veyed em- 
ployment ployment 





Chemical]_......_-- 

Electrical goods and machinery 

Se eee ee 
Primary metal products- ----.--- iiss nein 
Machinery (except electrical) 

Apparel and needle products_--_.-...------ 
Automobile 

Paper and allied products-.----......------ 
Printing and publishing 

Fabricated metal products_--..........----- 
Rubber produc Ra sitehn eh tubes 


g 


po pS FO ONS 
RS 
a 


-—= 
Nw 


at bt bet bet bet BO 
<J-1 0 
#= 


Bas 


+ PH, PEP EPSSPr 
ANID WAR OONOW 


Textile mill products 

Petroleum and coal products-_-........-..-- 
Food and kindred products -------..-- 
Aircraft _ _. ; 
Reine WGN. 25 a oo elt 
Furniture and fixtures _-_- : 

Lumber and wood products. -_.-........--.- 
Instruments and clocks..............---.--- 
Shipbuilding 


bo fet bt bee ret 9 BO BO BO BO G9 OO 09 G9 IO SO SH GN 
AOOCONH KUN WRERDORH OOH DONN 


100.0 


1 Data from Division of Employment Security, New Jersey Department of Labor and Industry, Sep- 
tember 1953. 
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(b) TABULATIONS 


Two types of tabulations are used in summarizing the replies. For questions 
directly concerned with exports and imports, the number of employees is used 
since the number of employees is the only ‘‘ccommon denominator’ in the replies. 
(Totaling the number of employees gives a quantitative measure of the effects of 
foreign trade on the manufacturing firms surveyed.) For questions of a descriptive 
nature such as statistics on foreign investment or subsidiaries, the number of 
companies is used. 

Although the replies have been analyzed by manufacturing groups as a matter 
of interest, it is the totals in the tables that are significant, because the survey 
is made on 25 percent of the total manufacturers in the district, not 25 percent 
of each manufacturing group. 


(c) GENERAL SURVEY RESULTS 


1. Description of firms surveyed 


The major divisions within manufacturing industry in the district are shown 
in table 2 (on the facing page). It is helpful to keep the comparative importance 
of these divisions in mind in assessing the results of the survey. 

In ‘Percent of total employment” column of table 2 we see that over 60 percent 
of all workers are employed in the chemical, electrical, stone-glass-ceramics, 
primary-metal products, and machinery (other than electrical) industries with the 
other 17 industries accounting for almost 40 percent of the employees . 

Slight variations may be caused by the rapid industrial growth of the district 
so that figures given in September 1953 (see footnote to table 2) would have 
changed somewhat by the November 1954 to March 1955 period of this survey. 

The companies surveyed employ 27 percent of the total manufacturing workers 
in the district. 

The companies within an industry vary greatly in size; the widest range being 
in the chemical industry which has 9 of the 12 firms employing over 160 and up to 
2,900 workers while 3 others employ under 30 workers. The stone-glass-ceramics 
industry has 7 out of 16 companies with over 150 workers and 5 firms with 10 or 
less workers. 

Only 2 industries have no wide range; the firms in the textile industry employ 
less than 50 workers each and the apparel industry employs between 50 and 200 
workers in each company. 

Relative size of companies surveyed.—From table 3 (below) we see that half of 
the companies are small, employing under 50 people. The next largest group of 
firms employ 100 to 500 workers. 


TABLE 3.—Company by size 


Percent of 

Number of | total num- 

Size of company | companies ber of com- 
| panies 


bareap sed 44 
| 17 
j 30 
| ; 
a ae 
| 


il 100 


Data on subsidiaries and foreign investments Seventeen percent of the com- 
panies with 11,225 workers are subsidiaries or affiliates of another company in 
the United States. Of the 20 firms involved, 8 parent companies are located in 
New York City and 3 in other districts in New Jersey. Half the firms that are 
subsidiaries or branches are in the chemical and stone-glass-ceramics industries. 
This group of firms would possibly be less dependent on conditions of export and 
import than the other firms, and more dependent on their parent companies’ 
operations. But of course their effect on the district or State would be the same 
whether they were subsidiaries or independent. 
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Tasie 4.—Number of workers in firms surveyed which are affected by exports and 
competitive imports as of November 1954-—April 1955 


Manufacturing group 


Stone-glass-ceramics _ 








shiek hmblhout » Lid ch ditecadts 509 
Primary metal products. --........-.-.__.-- OOPS. ccc ete 230 1, 850 29 
Machinery (except electrical) .............- MED hi ranseancdiiys 350 1,015 41 
BE ivi n ine concnsdiecnsianns 999 10 125 280 584 
Automobile __. Sos Ce awin oan Die RTS Fikes es pRB ts ate I, Be 
Paper and allied products WOR Gs ie a seater oe 500 
Printing and publishing ---_.........._..-- MD Einnckewkoetuaeosunineliin eth 
Fabricated metal... --....._-- aibbenlvane dull TN dn acters 128 748 70 
Mumwuer POPGROE. «2-52. 5. sees Wee Bak 750 10 . 
Miscellaneous small products_........--.--- MD i ade. de 4 134 1 
Textile mill products....................-.- 110 | TAF eam te orvaenaltencenhateas 85 
Food and kindred products--__....-..-...- ake aes 0 200 4 
NS. be ii oh BW Se LD RRS Ss Seba e eo eee Ra eS 590 
AR ROI oi ics sittin -h eiteeadew’e’ BOS Vahdids «dvee di SD hotell dit uhon 50 
Furniture and fixtures ___...._.........---- WOR tecagpaseneam BPP Eecnccepwenss 62 
Lumber and wood products __-..........-_- Bis ake ance pus Po eae Stead BP Peete tek 
Rmatrembonts..0.5 2k b ssbSi LS. ideas 205 5 200 habe F nh okd 
GING ind de pets itis nb eitindesidey bb. BOO bedi mw hvqupanel-cord<cp cums boenyynt prendin 255 
ee OE DiGHIgs | 20,614 40 10, 914 | 6, 650 3, 010 
Percent: | 
pa ay vee gees & a 100 0.1 53 32 15 
Cc tckiinnncswekacunenie 100 2} 25 34 39 
| 





Norte.— Based on answers to questions 4a and 7a. 


Thirteen percent of the firms with 7,220 workers have subsidiaries or branches 
outside the United States. The chemical, stone-glass-ceramics, and primary 
metal industries have the most foreign connections. Six of the 14 companies 
have connections in England, 4 in Canada, and 4 have branches in several different 
countries. 

Ten percent with 5,306 workers have foreign investments with a geographical 
pattern similar to their foreign connections. 


2. Interest of firms surveyed in import competition and exports 


All firms were asked whether they exported their products either directly or 
indirectly, and whether they faced competition from foreign-made products for 
the American market. On the basis a their replies, they were classed in the 
following categories: 2 

A. Import competitive interest: Firms which consider imports to be com- 
petitive and which do not export their products. 

B. Mixed interest: Firms which consider imports to be competitive and which 
also export their products. 

xport interest: Firms which export and which do not consider imports 
to be competitive with their products. 

D. No expressed interest: Firms which neither export nor consider imports 
to be competitive with their products. 

Table 4 on the facing page shows 85 percent of the workers are employed by 
firms that export or are concerned with competitive imports or both. 

Category A: One-tenth of 1 percent of the labor force employed by firms 
which consider imports to be competitive and do not export. 

Category B: 53 percent of the labor force employed by firms which consider 
as vb to be competitive and also export. 

ategory C: 32 percent of the labor forcee—employed by firms which export 
and do not consider imports to be competitive. 

Category D: 15 percent employed by firms having no expressed intesest in 
exports or competitive imports. 


? This is the breakdown used by the Library of Congress in a recently completed report of the Fourth 
Congressional District. 
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Analysis of interest by manufacturing groups.—The industries where a pre- 
ponderance of workers are employed by companies which have mixed interests 
include chemical, electrical, stone-glass-ceramics, furniture and fixtures and the 
one automobile firm, which however is not concerned with competitive imports. 

The industries where more workers are employed by firms which have export 
at only include primary metal products, machinery, and fabricated metal 

roducts. 
In only one major industry (apparel and needle products) are there employed 
more workers in firms that expressed no import or export interest than workers 
in firms with other interests. 

The other industries did not reveal a clear enough pattern to warrant comment. 

Size, number, and percent of companies that export—Table 5 (below) shows that 
exporting is done by both large and small firms and has an important effect on 
more than half the companies surveyed. 


TABLE 5 
| 


} } 
Number of | Number that} Percent that 
Size of company companies | export export 


40 
50 
78 
50 
100 


115 | 


Total interest in exports.—By combining the companies in table 4, column B 
(mixed interest) and column C (export interest), we can measure total interest 
in exports. We find that 59 percent of the companies with 85 percent of the 
labor force export to some extent. 

Thirty-one percent export five percent or less of their total production. Thir- 
teen percent export from ten to twenty percent of their production. One com- 

any in the export interest group, which employs nearly 8 percent of the labor 
orce, exports 40-50 percent of its production, since they process blister copper 
impo from and returned to various foreign countries. (Ten percent of the 
companies involved in export trade did not reveal the extent of their operations. 

Five percent of the total production may seem small until it is compared with 
the national export figures. Approximately 4.5 percent of the gross national 
product is exported.? To the company concerned, 5 percent can make a signifi- 
cant difference in profits. 

Products man facti.red by companies which face competitive imports and which 
export.—Below is a list of products that are exported by manufacturers in the 
district, and that also may face competition from similar foreign goods for the 
American market. It shows that a wide range of goods is flowing in and out of 
this inland area. 


Manufacturing group Products 
i Chemicals, toiletries 
Electrical supplies, motors, recorders, 
etc. 
Stone-glass-ceramics Ceramics giftware, plumbing fixtures, 
fused quartz 
Primary metal products Heavy melting scrap, castings 
Machinery Converting machinery 
Apparel and needle products Ladies’ coats, curtains, draperies 
tomobile Automobiles 
abricated metal products Structural steel fabrication, needles 
Rubber Hard rubber products 
Miscellaneous small goods Giftware and jewelry 
Leather Ladies’ handbags 
Furniture and fixtures___.........---- Steel office furniture 


3 Pending Trade Issues, League of Women Voters of the United States, November 1954. 
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TaBLe 6.—Effects of import competition 


Affected un- 
favorably No change 


Number! umber No a 
of work- | Gr firms | Could | Could | Coa | Could | No | opinion | able 
a convert SS. convert oak Sat opinion 
v Vv 


(c) 


Primary metals. 
DONT wee 
Electrical 

Automobile 

Stone, glass, ceramics -__- 
Miscellaneous 


3. Effects of import competition and possible types of adjustment should this competi- 
tion threaten serious injury 


All of the companies which report that their products face competition from 
foreign-made goods on the American market answered the following questions: 

“Has this competition affected your business favorably, unfavorably, or has 
there been no change?” 

“Tf foreign competition should increase to the point where it seriously threat- 
ened your business, could your plant equipment be utilized for the production 
of other products?’ 

“Tf your plant equipment could be utilized for the production of other pro- 
ducts, could you also continue to use the bulk of your labor force?”’ 

(Asked only of those who replied affirmatively to the preceding question.) 

These questions concern companies employing 52 percent of the labor force 
(see table 4, cols. A and B). Generally speaking, companies which can use plant 
equipment for other production felt they would probably employ the bulk of 
their labor force. 

The answers to the first two questions are tabulated in table 6 (on the facing 
page). We see that 52 percent of the workers are employed in firms which face 
competition from imports, while 27 percent or 5,487 workers are affected unfavor- 
ably. The two main causes cited for the foreign competition are either a cheaper 
price on the import, or lower labor costs abroad. But of the 17 firms employing 
5,487 workers unfavorably affected, only 7 firms with 7 percent of the labor 
force of 1,325 workers say they could not convert their plant to other production, 
and only 1 concern employing 410 workers would have to shut down if competi- 
tion increased enough to threaten his business. The other companies feel that 
some external assistance (see next section) would aid in a readjustment. 

But competition from imports does not materially affect many companies. 
The firms which report that they face foreign competition but that it has not 
affected their businesses anfavorshiy employ 30 percent of the labor force or 5,922 
workers. One chemical company making toiletries said that if competition should 
increase enough to affect their business unfavorably, their research and sales 
force would develop new products and markets for their goods. Similarly a com- 
pany manufacturing ceramic giftware says he faces competition from Japanese, 
German, and Italian ceramics but that he meets this by changing his designs as 
rapidly as they copy them. Even more optimistic about the effects of competi- 
tion is a manufacturer of needles employing 70 workers who claims that competi- 
tion causes them to improve their products and services. 

In columns e and f where no opinion about competition’s effect is expressed, 
the executives, in most cases, feel either the amount of competition is too small 
to affect them or the quality and/or price of the import cannot meet the domes- 
tic standard. 
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Five companies with 2 percent of the workers are not bothered by foreign 
competition but they could not convert their factories or use their labor force 
should competition threaten their business. 

Degree and types of assistance required should conversion become necessary.—All 
of the firms facing foreign competition (including those who could use their present 
plant equipment for other production) were asked the following three questions: 

1. “If conversion became necessary, what types of assistance would your 
company require: Tax relief, conversion loan, help in industrial diversification or 
any other? (question 9). 

Half the companies (13) answering this question asserted that no assistance 
would be desired. Two subsidiaries depended on the parent companies to make 
adjustments. 


TasBLe 7.—Use of imported goods 


} 
No domes- . No domes- 
tic substi- | Total | Domestic 


: tic substi- 
tutes substitutes tutes 


Domestic 
substitutes 


3 
S 
é 


Employees 
Employees 
Employees 


Chemicals 

Banks ccesocscocuntesiccotcldevalncocieedtatabererediinss 
Primary metals 

Electrical 


r 
Miscellaneous small goods- -- 
Fabricated metal 


14 | 12,635 
62 


Five companies favor a conversion loan, and 4 indicate other methods are 
possible (1 prefers more research, more sales and advertising promotion). 

2. “If conversion became necessary, what types of assistance would your 
labor force require: broader unemployment compensation, labor retraining 
program, placement services, or any other?” (question 10). 

The majority of the companies (9) favor no change in the use of the labor 
force. Six companies prefer placement services and 5 companies mention a labor 
retraining program, while 3 want more unemployment compensation. 

3. “If conversion became necessary, would you prefer assistance from the 
Federal, State, or local government, local business commission, or some other 
source?”’ (question 11). 

The same nine companies as in No. 2 prefer no outside financial assistance at all. 
Other companies favor private aid or a combination of sources for aid in conver- 
sion, and five companies prefer Federal Government assistance. 

There was a preponderance of companies which answered that none of the 
assistances suggested would be needed. 


4. Dependence on imported materials—Raw, semifinished, and finished 


All companies were asked if they used imported materials and whether or not 
domestic substitutes were available for these materials. 

The replies as listed in table 7 show that 23 firms employing 34 percent of 
the workers use semifinished and finished materials in the production of their 
goods and that 7 firms involving 8 percent of the employees can get no domestic 
substitutes. Some of the manufacturers say the result would be a shutdown 
or serious damage to their companies while the others say that they would have 
to permanently curtail their production. 
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There is an even greater dependence on imported raw materials by manu- 
facturers in the district, since 40 firms employing 62 percent of the workers use 
them, and 13 firms employing 17 percent of the Ser force can get no domestic 
substitutes so that the same results, shutdown or serious damage, would occur. 

Often one company imports both raw and semifinished or finished materials 
so that it is not feasible to total the two categories. 

The chemical industry depends most heavily on imports for their production 
but the primary metal products, electrical, and stone-glass-ceramics industries 
depend heavily on imported goods as well. 

The reasons for importing materials even when there are domestic substitutes 
fall into three categories: (1) The quality is better, e.g., the stone-glass-ceramics 
industry is very dependent on fine grade clay and asbestos from Canada; (2) 
the price is lower, e.g., steel and parts for electric motors from Belgium, England, 
and Germany and glass from Belgium are cheaper; (3) the domestic supply is 
short either temporarily or permanently, e.g., the chemical industry need gums, 
tales, acids, ete. 

Manufacturers that import raw materials when there are no domestic substi- 
tutes say that their production would be very seriously hampered because of the 
inadequate supply of our national resources. 

Table 8 shows the raw materials used by the majority of companies in a par- 
ticular group and those they knew to be imported. 


TarL_e 8.—Raw materials used and raw materials imported by firms, November 
1954—March 1956 


Manufacturing group Raw materials used | Raw materials imported 


| 
| 


Chemical__.- ' Chemicals and plastics, tales, perfume oil, | Chemicals, oils, gums, 
resins, fats. plant principals. 
Electrical Steel, aluminum, copper, nickel, brass, plas- | Copper, nickel, aluminum, 


tics. silver, plastics. 
Stone, glass, ceramics es bone ash cement, sand, clay, | Clay, asbestos, 


ead. 
Primary metal products Iron, steel, nickel, copper, tungsten, tin, | Mostly all imported. 
aluminum, chromium. 
Machinery Steel, brass, aluminum, nickel, copper, iron- a. copper, steel alu- 
minum, 
Apparel and needle Bare See, wool, buttons, plastics, | Silk, wool, velvet. 
e c 
Automobile Sipe. brass, iron, copper, glass, alloys, alum- | Most indirectly. 
um. 
Paper and allied products Pape 
Printing and publishing P Antimony, lead, zinc. 
Fabricated metal products sea copper, brass, steel, nickel, zinc, | Copper, tin, nickel, man- 


tin. ganese. 

Natural and synthetic Natural rubber. 

Miscellaneous small products... oe chemicals, porcelain, leather, | Brocade. 
e. 

Textile mill products Cotton, wool, orlon, rubber, paper Rubber. 
Food and kindred products___.| Coffee, sugar Coffee, sugar 
Aircraft... ...........-.-......] Steel, aluminum Indirectly. 

Leather, steel, brass, rayon Leather. 
Furniture and fixtures_........| Lumber, wood, steel, aluminum, paint, | Cork, aluminum, steel, 


linoleum, cork. 
Lumber and wood 
Instruments and clocks 
Shipbuilding 
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TaBLe 9.—Ezecutives’ opinions on tariff by major manufacturing groups 


Miscellaneous small products___--__-__ mm 
Textile mill products 
Food and allied products 


We see from table 8 that a wide variety of raw materials are imported. But 
we also see many items listed by manufacturers as their raw materials which 
are not really raw, but semifinished (e. g., steel, plastics, chemicals, cement, 
rayon, etc.). However, these are the basic materials used by the companies. 
The production of these semifinished materials often involves imported materials 
so that there is a definite indirect dependence on imports that does not show in 
the tabulations of table 7. 

Almost all major manufacturing groups use steel for machinery if not for 
produetion. However, steel cannot be made without tungsten, cobalt, and man- 
ganese ore. More than half the tungsten used must be imported, almost 90 
percent of the cobalt, and 90 percent of the manganese ore. Thus, users of steel 
can also be said to be dependent on imported materials for which there are no 
domestic substitutes at present. 

In addition to this, 95 percent of the tin, chromite, and nickel for the entire 
United States must be imported, 35 percent of our copper, 44 percent of our lead, 
and 30 percent of our zinc. One company which employs 1,750 workers imports 
copper and says it can get no domestic substitutes so it ‘could not continue 
operations on full scale.”’ 

5. Executives’ opinions on the tariff 

Table 9 shows a summary of the opinions expressed by executives in the various 
manufacturing groups when asked “‘By and large, do you favor tariffs that are 
higher, lower, not changed or no opinion?”’ 

Sixteen percent of the executives wanted higher tariffs. 

Twenty percent of the executives preferred lower tariffs. 

Another 20 percent of the executives favored no change in the tariff policy. 

Almost half of the executives, 44 percent, had no opinion about the tariff. In 
general they felt their businesses were not affected by tariffs as far as they knew. 

Opinions within manufacturing groups.—It is interesting, but not conclusive, 
to note the trend of opinion within some of the major manufacturing groups of 
the district. 

The chemical industry seemed to have a definite preference for lower tariffs. 
As one manufacturer said, ‘“To promote freer trade—cannot expect Europe to 
buy from us if we don’t buy from them.” 

Almost half of the manufacturers of electrical equipment, stone, glass, ceramics, 
apparel and needle, and fabricated metal products felt that the matter of tariffs, 
did not concern them directly. ‘It doesn’t affect my business’’ was the usual 
reaction from this up. 

About evenly divided on the tariff question were manufacturers of primary 
metal products and machinery. 


‘ Bureau of Mines, Together We Are Strong, Department of State, Pub. No. 4614, p. 20. 
75018—_56——-41 
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This table indicates that there is no clear manufacturing-group preference. 

Analysis of tariff preference by interest classification—Table 10 (below) is 
significant because we have used, not the manufacturing interest but the market 
interest in classification. It reveals how the tariff preference relates to mar- 
keting interest. 


TABLE 10.—Tariff preference by interest classification 


Higher | Lower 


No No 
change /opinion 


Import competitive interest 

Mixed interest 

be ee eee ae oe swibadas 
No expressed interest 


Total of companies 


Quotations of manufacturers on tariff policy 

For higher tariffs: 

Manufacturer making bearings and instruments: “Because we can’t compete 
with foreign industry which can produce comparable goods at a much lower cost. 
There should be some protection for American industry. On the other hand, we 
would benefit somewhat by lower tariffs because of the material we import.” 

Manufacturer of piston, snap, oil-seal rings: ‘““Like to keep money in the 
country. Give Americans the work.” 

Manufacturer of converting machinery said, ‘‘High enough tariffs to protect 
imports of comparable machinery built with cheap labor financed by our own gifts 
to foreign countries which have a lower standard of living than we do.” 

For lower tariffs: 

A steel-fabrications executive: “If lower, feel that foreign countries would not 
need so much monetary aid from us.” 

A manufacturer of chemical-processing machinery: “I feel that increased 
world trade would be a good basic means for establishing and maintaining peace 
between the nations.” 

One manufacturer of chemicals stated: ‘Tariffs should be dropped 5 percent. 
It would give other countries a market in the United States, but not so as to 
flood the market with foreign imports.” 

An executive of a company making paints and varnishes said: ‘The protective 
tariff is no longer necessary on many products and our protective tariff policy has 
caused increases in duties in foreign countries which have injured our fusiawen”” 

For no change: 

A concrete-pipe manufacturer: ‘Think of America first, but lower tariff to 
make competition keener.” 

A manufacturer making electronic equipment: “Protective tariff is all right 
where it protects American industry against foreign industry operating with poor 
labor conditions, but tariffs should not protect inefficient operation in American 
industry.” 

A manufacturer of ceramic giftware said: ‘‘We can adjust ourselves to present 
tariffs and develop better methods to meet competition.’ 

In a company making oil-less bearings, the executive said: ‘““No change—no 
difference to our company. Our interest is in general economy. Need tariff for 
firms not at the top of their type of production.” 

No opinion: 

An executive of firm making drugs and medicines: “In general tariff rates 
should be raised or lowered in view of the present ability to prevent the American 
industry from suffering by reason of foreign competition.” 


(d) SURVEY OF THE 10 LARGEST FIRMS 


This section of the report is concerned with the interest of only the 10 
largest firms in the district based on the number of workers listed by the 
companies when they were interviewed from November 1954 to March 1955. 
Three of these large firms, selected at random, are also included in the general 
survey, since that study was designed to reflect the interests of 25 percent of all 
manufacturing companies in the district. 
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1. Description of the firms surveyed 


The same manufacturing divisions used in the general survey are used here. 
We learn from table 11 (below) that the 10 firms account for one-third of the 
total manufaéturing employment in the district. 


TaBLeE 11.—Employment of 10 largest firms 


Percent of 
employees | district total 


Number of Number of 
companies | 
| 
| 
Sedee eteen) eeraninlegs - bs sie) scitsils. cdewsck«<avsned-Ss00ueh-2. 2 | 9, 000 11.8 
CE ccd nctnncnlinas 230k Seimencnns pamiemeliines 2 6, 400 8.9 
I Sos see hacen tens rumns is perenehesunecsesannaes 2 2, 750 | 3:6 
Elect es lGd dts nd cUda ws pact dates ledebhoodhheessadn 1} 3, 000 3.9 
Aree 6 ig ning os secs dein nd b's onda eens ten oe sable 1} 1, 700 2.2 
Printing and publishing ......................-...-....-.----- 1) 1, 700 | 2.2 
FE GE Seow on ncee meveretatanbnanmenipennaate 1 | 1, 500 1.9 
050 34.0 


= 
& 
e 
S 
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What products do these large firms manufacture?—These firms manufacture a 
wide range of asbestos, gypsum,.asphalt, and clay building materials; organic 
chemicals, resins, polystyrenes, vinyl; processed copper; electric motors; auto- 
mobiles; magazines and catalogs; and plumbing and heating fixtures. 

Subsidiaries, branches, and foreign investments.—All of these companies are 
branches, 6 of them having parent companies in New York City; 5 of the com- 
panies have branches and investments in foreign countries, generally in the 
same areas, which include England, Africa, Canada, Brazil, Argentina, and various 
countries. 


2. Interest of the 10 firms in import competition and exports 


The survey revealed that 9 of the companies with 94 percent of the workers 
either export or have import competition. Table 12 (below) shows that: 7 com- 
panies with 59 percent of the workers have mixed interest; 2 of the companies 
with 34 percent of the workers have export interest; 1 company with 6 percent of 
the workers do not have any interest. 


TABLE 12.—Interest in import competition and exports 


Mixed | Export | Noex- 


Number | Number 
f interest | interest | Pressed 


of com- oO 
panies | workers 





| 
interest 
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100 | 
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Degree of production for export.—Only the 2 companies which take blisher 
copper from foreign countries process it and return it to the foreign countries, 
export a large percentage (40 to 50 percent) of their production; 3 parent com- 
panies could not answer for the New Jersey subsidiary involved ; 3 other com- 
panies export less than 5 percent of their products, 1 exports 7 to 14 percent of 
their production and 1 company does not export. In every case, the percentage 


of the labor force employed in this export-production is parallel to the export 
percentage. 


3. Effect of import competition and possible types of adjustment should this competi- 
tion threaten serious injury 
Seven companies find imports to be competitive with their products. How- 
ever, 4 off them are not affected adversely by the competition, 3 say that the 
competition is too small, while the fourth redesigns its product (electric motors) 
whenever competition threatens the business. 
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Two companies (both chemical) are affected unfavorably because of the cheaper 
foreign production, 

The answers to the questions on possible methods of adjustment in case of 
serious injury by competitive imports were varied among the 7 companies that 
might be affected; 3 of them say they could use the plant equipment and labor 
force for other production and 3 others (2 of them processing copper) could not. 
The latter would have to sell or go out of business. The other company (auto- 
mobile) said that competition could not conceivably affect them. 

In the case of conversion, none of the companies feel the alternatives suggested 
(question 9) are feasible; 4 would sell or go out of business; 2 feel no conversion 
would be necessary. 

As for assistance to the displaced labor force, both chemical companies prefer 
unemployment compensation and placement services. One of the copper proc- 
essing companies feels that since it would go out of business, the Government 
would have to assist them. The company manufacturing plumbing and heating 
fixtures feels no assistance would be required for its labor force, nor in loans to 
the company. 

Aid from the Federal Government would be desirable for 3 companies in case 
of conversion, while 3 others feel no financial aid would be needed. 


4. Dependence on imported materials 


Eight of the companies use no imported semifinished or finished materials in 
their production—only the two chemical companies import some of their ingre- 
dients. One company could use domestic substitutes, while the other could not 
and would have to discontinue the affected items. 

However, all except one ene import many of their raw materials. Domes- 
tic substitutes are available for all but the blister copper and asbestos fiber. 
Better quality or cheaper agp on the foreign items or the temporary shortage 
of adequate domestic supply, all cause the import of the raw materials for these 
manufacturers. 


5. Opinions on the tariff 


One of the copper-processing executives favored higher tariffs, saying: “It is 
not a question of tariffs but what is the potential protection in the United States 
at a fair price and a fair wage scale compared with the foreigner and his scale of 

” 


wages. 

is executive, the automobile manufacturer, favored lower tariffs: ‘Our 
friends in the free world need to be able to sell more here in order to continue as 
good or better customers for American products.” 

Four executives favored no change in the present tariff policy. 

Two favored high or no lower tariffs on competitive imports but lower on im- 

rts necessary for United States production. As a chemical executive said: 
‘higher tariffs are necessary on some things—lower are possible on other produc- 
tions; and no change on still another range.” 

Two executives reported that their companies took no stand on the tariff 
question. 

APPENDIX 


ForEIGN TRADE SURVEY 


QUESTIONNAIRE 
Name of company 
Address of company 
Products manufactured 
FRR Ok PER oo nai sips sheen eb sense mba On ate eps iene Meanie teebeenittia 
Name of person interviewed 
Title of person interviewed 


la. Is your company a subsidiary of another company? 
( ) Yes. ( ) No. 
If yes to la, ask: 
b. What is name and location of your parent company? 
2. oe your company have any branches or subsidiaries outside the United 
tates? 
( )Yes, in which countries? ( ) No. 
3. Does your company have any foreign investments? 
( ) Yes. ( ) No. 





4a. 


5a. 
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Does your company export any products or materials directly and/or in- 
directly? (Indirectly—that is, through sale of any of your products or 
materials to other domestic companies which in turn sell them to foreign 
markets.) 

(.:)\ ¥eas'»€4.)-Ne. 
If yes to 4a, ask: 


. Approximately what proportion of your total production, on the basis of 


sales, do these products or materials represent? 

( ) Less than 3 percent (specify). ( ) 10 percent. 

( ) 3 percent. ( ) Other (specify). 
( ) 5 percent. 


. Approximately what proportion of your labor force is used in the production 


of these exports? 
( ) Less than 3 percent (specify). ( ) 10 percent. 
( ) 3 percent. ( ) Other (specify). 
( ) 5 percent. 
Do you import any finished or semifinished parts or ingredients that you use 
in the manufacture of your products? 
( ) Yes. ( ) No. ( ) Don’t know. 
If yes to 5a, ask: 


. Could domestic substitutes be found for most of these semifinished and 


finished products, a few of them, or none of them? 
( ) Most. ( ) Few. ( ) None. ( ) Don’t know. 
If they say ‘Most,’ ask: 
Will you tell us why you import these products? 
If they say ‘‘Few” or “None,” ask: 


. If you could not get these imported products, how would this affect your 


business? 
What are the principal raw materials used by this company? 


. Are any of these imported? 


( ) Yes, which ones? ( ) No. ( ) Don’t know. 
If yes to 6b, ask: 
Could domestic substitutes be found for most of these raw materials, a few 
of them or none of them? 
( ) Most. ( ) Few. ( ) None. ( ) No opinion. 
If they say most, ask: 


. Will you tell us why you import these products? 


If they say few or none, ask: 


If you could not get these imported products, how would this affect your 
business? 


. Are there any foreign made products which are in competition with yours 


for the American market? 
( ) Yes. ( ) No. ( ) Don’t know. 
Please note: If Yes to 7a, ask 7b, 7c, 8a, 9,10, and 11. If No to 7a, skip 
to question 12. 


. Would you say that since the end of World War II, this competition has 


affected your business favorably, unfavorably, or has there been no change? 
( ) Favorably. ( )Unfavorably. ( ) No change. ( ) No opinion. 
We'd be interested in knowing why you say that? 


. If foreign competition should increase to a point where it seriously threatened 


your business, could your plant equipment be utilized for production of 
other products? 
( ) Yes. ( ) No. ( ) No opinion. 

If yes to 8a, ask: 


. If your plant equipment could be utilized for production of other products, 


could you also continue to use the bulk of your labor force? 
( ) Yes. ( ) No. ( ) No opinion. 

If conversion became necessary, what types of assistance would your com- 
pany require: tax relief, conversion loan, help in industrial diversification, 
or any other? 

( ) Tax relief. ( ) Conversion Loan. (_) Industrial Diversification. 
( ) None. ( ) Other. 
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10. If conversion became necessary, what types of assistance would your labor 
force require: broader unemployment compensation, labor retraining pro- 
gram, placement services, or any other? 

( ) Broader unemployment compensation. ( ) Labor retraining pro- 
gram. 

( ) Placement service. ( ) None. 

( ) Other. 

11. If conversion became necessary, would you prefer assistance from the Federal, 
State, a local government, local business commission, or from some other 
source 
( ) Federal Government. ( ) State government. 

) Local Business commission. ( ) Other. 
) None. 
12a. By and large, do you favor higher or lower tariffs than we have now? 
( ) Higher. ( ) Lower. 
) No change. ( ) No opinion. 
b. We’d be interested in knowing why you say that? 


EFFECTS OF FOREIGN TRADE ON THE MANUFACTURING INDUS- 
TRIES IN THE NINTH CONGRESSIONAL DISTRICT OF NEW JERSEY 


League of Women Voters of New Jersey, 53 Washington Street, Newark 2, N. J., 
June 1955 


CoNnTENTS 
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FII. Highlights of survey findings. 
III. Detailed findings. 
(a) Description of the district. 
(b) Tabulations. 
(c) General survey results. 
1. Description of the firms surveyed. 
2. Interest in import competition and exports. 
3. Effects of import competition and possible types-of adjust- 
ment should this competition threaten serious injury. 
4. Dependence on imported materials. 
5. Opinions of the executives interviewed on the tariff. 
(d) Survey results of the 10 largest firms. 
IV. Appendix—Copy of questionnaire used for both surveys. 


I. INTRODUCTION 
(A) PURPOSE OF THE SURVEY 


Are export markets important to New Jersey manufacturing firms? 

To what extent do goods made in New Jersey compete with foreign-made 
products for the American market? 

Could local firms use their present plant equipment and labor force for other 
production should they be seriously injured by foreign competition? 

Are New Jersey firms dependent on imported materials for their production? 

The League of Women Voters believes that having concrete answers to ques- 
tions like these can be of value to all concerned with determining what stake 
their own localities have in foreign trade. 

This is a report covering the Ninth Congressional District, comprising one-half 
of Bergen County and two towns of Hudson County, one of the highly industrial- 
ized northeastern sections in the New York City metropolitan area. 


(B) WHAT THE SURVEY COVERS 


This survey is confined to manufacturing, which is the major industry in the 
Ninth District, accounting for 69 percent of the total employment. Goods 
which are exported, or are competitive with foreign imports, are produced by 
this group. his study is concerned with the direct effects of foreign trade on 


eee 
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manufacturers and their employees. The presumption can be made that the 
indirect effects on the other segments of the economy, such as transportation, 
service, etc., would be similar to those directly affected. 

One limitation inherent in a study of any particular region is that the area is 
never a wholly integrated’economic unit and, therefore, it is impossible to discern 
all the adjustments that would have to be made to either increased competition 
from abroad or a reduction in exports. 


(c) HOW THE SURVEY WAS CONDUCTED 


In preparing the survey, the League of Women Voters received invaluable 
assistance from Public Opinion Surveys, Inc., of Princeton, N. J. Two studies 
were made, covering 140 manufacturing firms and 46 percent of all manufacturing 
employment in the district. The first was a general survey in which 133 com- 
panies were interviewed. They were scientifically selected at random from the 
April 1954 issue of the New Jersey Industrial Directory ' to furnish a 25 percent 
sample of all manufacturing firms in the district listed in the directory. A 25- 
percent sample was considered to be more than sufficient to insure that, were 100 
percent of the companies surveyed, the results would be the same. 

A separate survey was made of the 10 largest industries in the district, since 
they employ one-fourth of the workers in all the manufacturing industries in the 
district listed in the directory. Three of the 10 companies, mathematically 
selected at random, are also included in the general survey in order to maintain 
the 25-percent character of that sample. 

The interviewing, as well as the compilation of the data, was done by volunteer 


league members. The interviews were conducted from November 1954 to March 
1955. The president or some other responsible executive was interviewed in each 
firm. A copy. of the questionnaire used is appended to this report. 


II. Hicuuicuts or Survey FINpINGs 


(In answer to questions posed in introduction) 


Eighty-nine percent of the labor force employed by 56 percent of the firms 
surveyed in the Ninth Congressional District have an export interest in foreign 
trade. Predominant in this group is the aircraft industry that employs 27 percent 
of all manufacturing workers in the district. 

Top 10 survey: 9 of the 10 companies interviewed, employing 97 percent of the 
labor force export some of their production. 

23 percent of the labor force employed by 46 percent of the firms surveyed face 
competition from imported goods on the American market. Included in this 
group are manufacturers of instruments, clocks, apparel and needle work. These 
firms account for 22 percent of the total area employment. 

Top 10 survey: 7 of the firms employing 67 percent of the workers. 

Twenty percent of the labor force emploved by 28 percent of the firms inter- 
viewed both export part of their production and also face competition from 
imported goods on the American market. These firms can thus be considered to 
have a ‘‘mixed interest’”’ and are also included in the 89 percent total export group. 
In this group manufacturers of instruments and clocks account for 16 percent of 
the total area employment. 

Top ten survey: 7 of the firms employing 67 percent of the workers. 

Seventy percent of the labor force employed by 29 percent of the firms have 
purely export interest. That is export to some extent but do not have import 
competition. Predominant in this group are the aircraft industry, paper and 
allied products, and chemicals. 

Top 10 survey: 2 firms employing 30 percent of the workers. 

Three percent of the labor force employed by 19 percent of the firms have 
purely competitive interest. That is firms which face foreign competition and do 
not export. The as and needle work manufacturers are included in this 
group. However, these manufacturers account for 6 percent of the total area 
employment. 

op 10 survey: None of the companies are in this category. 

Of the companies facing competition 29 percent, accounting for 11 percent of 
the labor force, are affected unfavorably, while the remainder felt that competition 
did not present a serious threat. 


! Published by the Hudson Dispatch, Union City, N. J. 
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Top 10 survey: 4 of the firms employing 45 percent of the labor force are 
affected unfavorably. 

Twenty-one percent of the firms unfavorably affected employing 5 percent of 
the workers felt that they could not convert to other types of production should 
foreign competition become a serious threat. These firms are primarily manu- 
facturers of laces and embroideries and represent 6 percent of the total area 
employment. Two firms had no opinion on their ability to convert at this time. 

Top 10 survey: 2 firms could convert and 2 firms had no opinion of their 
ability to convert at this time. 

Of the firms facing competition over a third would need no assistance should 
conversion become necessary. For those who would require assistance, half 
would prefer to receive it from the Federal Government. 

Top 10 survey: 3 of the 7 companies facing competition would require no 
assistance and 1 would require assistance. 

Seven percent of the labor foree employed by 10 percent of the companies use 
imported materials for which there are no domestic substitutes at present. This 
does not include firms that may use materials that are imported indirectly and 
may not be identified as imports by interviewee. 

Top 10 survey: 2 of the 10 firms employing 15 percent of the workers use im- 
ported materials for which there are no domestic substitutes available at present. 

Ninety-three percent of the workers employed by 76 percent of the firms have 
a direct interest in foreign trade (i. e., they export, have foreign competition, or 
import materials for which there are no domestic substitutes). 

Top 10 survey: 97 percent of the workers employed by 9 of the 10 firms are 
in this category. 

Opinions on tariffs by executives interviewed: 39 percent favored higher, 16 
percent favored lower, 20 percent favored no change, 24 percent had no opinion. 

Top 10 survey: 2 favored higher, 2 favored lower, 2 favored no change, 3 had 
no opinion, and 1 favored higher on finished and lower on raw materials. 


III. Detaitep FINDINGS 
(A) DESCRIPTION OF THE DISTRICT 


The Ninth Congressional District of New Jersey which comprises half of 
Bergen County and two towns in Hudson County, is in the northeastern part 
of the State and within commuting distance of New York City. Area popula- 
tion is 351,715. Twenty-eight percent of the population is employed in industry 
and 20 percent of these are in manufacturing, with 8 percent in other groups. 
The major manufacturing industries are aircraft and instruments and clocks. 

The district is served by many railroads and National and State highways. 
It has excellent airport facilities at Teterboro. Water frontage on the eastern 
boundary allows vessels to dock. This accessibility of the district to the shipping 
and marketing areas of the east has been largely responsible for its rapid expan- 
sion. 


Major Industrial Divisions 


We see the importance of manufacturing to the district in table 1 below. It 
accounts for 69 percent of the 99,932 persons employed in industry. 


TABLE 1.—Major industrial divisions by numbers of employees ! 





Percent of 
Employees total 

IS, ics inttbadcoununachppeliais sie daanme head cnn on ata 68, 950 68.9 
WR meee GING TOUNEE. on) hed eed Shh nek dbachisnbneddscedasbddbbbn detained 14, 046 13.6 
Gena services aie ate csi cist hin ob sb wis cn cestn ede dbiein Seven ctiniins 4, 037 4.0 
CIEE COE 8 os. |. éccth nsinediinhkalinnnysqetawenrtonhwetntere 5, 840 5.8 
COIN, CUI SUI eee a oetaie paeana anenleae 1, 463 1.41 
TOES ow Sok vache cedaboben dite cddcbedepweteadwdtabeaabindilidiaads 4,174 4.9 
PF eeeen, Seeeeaen, Bal TORE GURNEE 6 ois oo in cise nd ce cenclitestscbiudedcne 1, 337 1.30 
Diindeg; Sgrhowiture, OA CCRC asin sccbinninddcenpduiicwecantsectadanphiaade 85 .09 

Total_.__. Sweedcnbatl sib buictdedacsddedouSpotas ab itaadsalbedeeak elie 99, 932 100. 00 





1 New Jersey Industrial Directory, Hudson Dispatch, Union City, N. J., April 1954, and New Jersey 
Department of Labor and Industry. 
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TaBLE 2.—Major manufaciuring groups and number of workers employed by 
surveyed firms compared to total for the district 


District Firms surveyed, Nov.-Mar. 1954-55 


-79—<—<—< eum | 
| | 
Number of | Percent of | Number of | Number of | Percent of 


employees caent companies | employees a 


Aircraft indus 
Instruments and clocks ! 
Apparel and needlework 
Paper and allied products 
Miscellaneous small goods 


wNoOaar- 


Automobile industry ! 
Machinery (except electrical) 
Chemicals 

Electrical goods and machinery 
Food and kindred prod 
Fabricated metal products 
Printing and ee 
Petroleum refinishing and coal 
Stone, gl 

Leather 


S838 
2 
o 


Fa 





PrrPprpppy 


SEZEEE 
Pe ppeepeeaamnao ms 


SoBPSexsoeeeeesessen 


Bess 


133 | 15,318 | 


1 4 companies in these three groups are included in the spearate study of the ten largest firms. 


(B) TABULATIONS 


Two types of tabulations were used in summarizing the replies. For questions 
directly concerned with the foreign trade problem, the number of employees was 
used, since the number of employees is the only “common denominator’’ in the 
replies. By totaling the number of employees, a quantitative measure of the 
effects of foreign trade on the manufacturing firms surveyed can be established. 
For questions of a descriptive nature, such as statistics on foreign investment, 
subsidiaries and opinion, the number of companies was used. 


(C) GENERAL SURVEY RESULTS 


1. Description of the firms surveyed 


The major divisions within manufacturing industry in the district are shown 
in table 2 on the facing page. It is helpful to keep the comparative importance of 
these divisions in mind in assessing the results of the survey. 

We see that 85 percent of all the manufacturing is concentrated in the following 
groups: aircraft, instruments, and clocks; apparel and needlework; paper and allied 
products; miscellaneous small goods; primary metals; automobile industry; 
machinery (except electrical) and chemicals. 

The companies surveyed represent 20 percent of the total manufacturing em- 
ployment in the district. 

Rach of the manufacturing groups is represented by many companies of varying 
size, with the exception of the primary metals, automobile and instruments and 
clocks. Four companies in these 3 groups are included in the separate study of 
the 10 largest firms (see p. 20). One company accounts for 53 percent of total 
employment in the primary metal group, 1 company employs 90 percent of the 
workers in the automobile group, and 2 companies in the instrument and clocks 
group represent 23 percent in that group. 

From Table 3 (below) we see that the majority of companies are small, employ- 
ing under 50 people, with the next larger group employing from 50 to 100 persons. 
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TaBLe 3.—Relative size of companies surveyed—November to March 1954-55 





. Number of Percent of 
Sg . . . 
Size of company companies | companies 





Under 50 employees. .- 


sotor iss sp een i rim a als bet wheadale 91 68. 4 
50 to 100... (ok Sekpceecn'co saieedeaate elena elon ts water altiiiin et Mi a a nsiaieimiihteatcd 22 16. 5 
100 to 500 ______- DE 5 ae ce akc CaM sv clere a adie dram nce ciiaehasentalad : 14 10.5 
500 to 1,000 ‘ ‘ om ied aioe pllatevta bale hea eaten A ek een 5 3.8 
Se die cicet ck. <ctadee Gina wth nanne Laadaasemdnneteencauue 1 .8 

CON bs Bi Sine cnt kp wb esos co idyll oc nepal he a ic teaeliaee 133 100.0 


Subsidiary and foreign investment data (questions 1, 2, and 3): 6 percent of 
the companies surveyed are subsidiaries; 8 percent have subsidiaries or branches 
outside the United States; 6 percent have foreign investments. 

The chemical companies have more foreign investments and subsidiaries or 
branches outside the United States than any other group. 


2. Interest of firms surveyed in import competition and exports 


All firms were asked whether they exported their products either directly or 
indirectly and whether they faced competition from foreign-made products for 
the American market. On the basis of their replies, they were classed in the follow- 
ing categories: 2 

A. Import competitive interest: Firms which consider imports to be competi- 
tive and do not export their products. 

B. Mixed interest: Firms which consider imports to be competitive and which 
also export their products. 

C. Export interest: Firms which export and which do not consider imports 
to be competitive with their products. 

D. No expressed interest: Firms which neither export nor consider imports to 
be competitive with their products. 


TABLE 4.—Number of workers in firms surveyed which are affected by exports and 
competitive imports as of November to March 1954-56 











(A) (B) (C) (D) 
M ‘ Total num- . “ 
anufacturing groups ber of mport Mixed Export 0 eXx- 
employees |competitive| par r 
ploy interest interest interest interest 





Meera WANG: 5g 3 hocks ccc ccdecuktsse 
Instruments and clocks_...............--- 

Textile mill products__....---- ed 
Apparel and needlework products. ._.._-_- 
Paper and allied products. ............-.-- 
Chemical industry .- aia 
Machinery (except electrical) 
Fabricated metal products 
Automobile industry -.................-.--- 
Miscellaneous small goods_---.........---- 
Printing and publishing __-_-.........-.-- 
Food and kindred products... .......-. othe 

Electrical goods and machinery 
Stone, glass, ceramics.____- 
Petroleum and coal products. -......-.--- 

Lumber and wood products_._-......----- 
Rubber industry 


6, 870 


Pets. 35 
Percent: 
Berm pveeS ya. - oda wasdicccecnnek 
Companies (133) 


NotE.—Based on answers to 4a and 7a. 


2 This is the breakdown used by the Library of Congress in a recently completed report of the Fourth 
Congressional District. 
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Table 4 on the facing page shows: 93 percent of the workers are employed by 
firms that export or are concerned with competitive imports. 

Category A: 3 percent of the labor force employed by firms which consider im- 
ports to be competitive and do not export; 

Category B: 20 percent of the labor force employed by firms which consider 
imports to be competitive, but also export; 

Category C: 70 percent of the labor force employed by firms which export and 
do not consider imports to be competitive; 

Category D: only 7 percent employed by firms having no expressed interest 
in exports or competitive imports. 

Analysis of interest by manufacturing groups.—T he export interest predominates 
in the following groups: Aircraft, paper, miscellaneous small goods, printing and 
and publishing, and chemical. 

The mixed interest appears strongest in the instruments and clocks, textile, 
mills, and food groups. The fabricated metals group seems fairly evenly divided 
between firms with a mixed interest and those with a clear export interest. 

In import competitive interest the apparel and needlework group predominates. 
No clear pattern is discernible for the remaining categories. 


Products manufactured by companies who find imports to be competitive 


Group Products 

Apparel and needle products___........--..-- Lace, embroideries, knitted goods, curtains. 

Miscellaneous small goods................-- --| Pearl buttons, plastic toys, fountain pens, mechanical 
pencils, artist brushes, plastic products. 

Fabricated metal products. ---............--- oe — lighters, religious articles, valves, strainers, 
whistles. 

Chemicals_...-_- apenas. tsigeradammtdeastmamalantae Coal tar products, pigments, fireworks, inks, paints, 
pharmaceuticals. 

Food and kindred products ----.......-. oxtetathe Wine, brandy. 

ica ors iidtknabatpiions nictcnget Electrical equipment. 

SEE IN bi cities cntencipciacnmeiindinmniaia Parts for airplanes. 

Instruments and clocks-----.-....--...-..--- Instruments, watch attachments. 

ee MGs = ass endian eee Fire hose. 

Machinery (except electrical).................| Packaging and labeling machinery, screw machines, air 
compressors, railroad equipment, freight elevators, air- 
conditioning, hospital equipment. 

Paper and allied products_...........-....... Asphalt roofing, shingles. 

TOME BUONO a ti coca dn adatotiness Velvets, nylon, nettings, fabrics. 


Total interest in eyports.—By combining the companies in category B (mixed 
interest) and category C (export interest), we can measure total interest in 
exports. We find that 56 percent of the companies with 89 percent of the labor 
force export to some extent. 

Of the 56 percent of the companies which export, 42 percent export 3 percent 
or less of their total production; 21 percent export 5 percent, while the remaining 
companies export 10 percent or more. Three companies export 20 percent; 
2 export 25 percent; 1 exports 50 percent, and 1 exports 80 percent of total 
production. 

In the mixed interest group 38 percent export 3 percent or less of their total 
production, while 24 percent export 5 percent. The remainder export from 10 
to 25 percent. 

Five percent or less may seem small until it is compared with the national 
export figures. Approximately 4.5 percent of the gross national product is ex- 
ported? To the company concerned, even 5 percent can make a significant 
difference in profits; while 10 percent can and often does mean the difference 
between profit and loss. 

We can see from table 5 (below) that some exporting is done by small companies 
as well as by the larger firms. 


3 Pending Trade Issues, League of Women Voters of the United States, November 1954. 
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TABLE 5.—<Size, percent and number of companies which ecport as of November to 
March 1954-665 





Size of company Number of [Number who} Percent — 


SE GUMMNNUID. 5 6 25... cacensskaubewsdbebhicess auammeeen 
ia on nctenccccascsesdnacncekhnties senebeneeaae 





8, Effects of import competition and possible types of adjustment should this compe- 
tition threaten serious injury 

All of the companies who said their products faced competition from foreign- 
made goods on the American market were asked the following question: 

“Has this competition affected your business favorably, unfavorably, or has 
there been no change?” 

“Tf foreign competition should increase to the point where it seriously threatened 
i —e could your plant equipment be utilized for the production of other 
products?” 

“If your plant equipment could be utilized for the production of other products, 
could you also continue to use the bulk of your labor force?” 

These questions concerned companies employing 23 percent of the labor force, 
20 percent of them in the “mixed interest’”’ group (see table 4). The majority 
of those who answered the question on plant equipment in the affirmative re- 
sponded similarly on the use of present labor force. 
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Their tabulated answers to the first two questions appear in table 6 on the facing 


age. 

Table 6 shows that 46 percent of the companies face competition and, of these, 
29 percent are unfavorably affected. However, of the 23 percent of workers 
employed by these firms, only 11 percent are employed by those who have been 
unfavorably affected and 12 percent by those who report no change in the effects 
of foreign competition on their business in recent years. The remaining fraction 
of a percent is represented by two companies who had no opinion. 

When we look at the ability of all companies facing foreign competition to use 
present plant equipment for other production, we find that: Of the 45 percent of 
companies concerned, 31 percent responded negatively and 14 percent in the 
affirmative. However, the companies that could not convert are represented by 
11 percent of the labor force and those that could convert by 7 percent. Of this 
7 percent 6.5 percent are employed by firms who state that their skills could be 
utilized in new production. The two companies whose workers might be dis- 
placed are manufacturers of religious articles and aircraft parts. 

Where companies are unfavorably affected—The greater majority of the total 
employment unfavorably affected is in the instruments and clocks and apparel 
and needlework groups. 

The following quotes represent reasons why these firms believe foreign com- 
petition has adversely affected their business: 

A firm manufacturing watch attachments states: ‘Japanese low-priced mer- 
chandise too cheap for competition.” 

A manufacturer of embroidered handkerchiefs states: ‘(Cheaper price and 
nicer work from abroad because much of it is handmade.”’ 

A pharmaceutical firm states: “German competition with lower labor costs is 
able to bring in products 30 percent below our cost of production. This is partly 
due to an unrealistic interpretation of certain tariff laws.’ 

A toy manufacturer states: ‘‘Foreign toys attract customers who would buy 
our toys.” 

A chemical company states: ‘‘Wage scales in Europe even in chemical industry 
much lower than ours.” 

A manufacturer of knitting laces and millinery veilings states: ‘They can sell 
for the price it costs us to make the product.” 

Where companies find no change in the effects of import competition.—Of the 12 
percent of total labor force surveyed which this group represents, 6 percent are 
employed by firms who could use present plant equipment for other production 
and 6 percent by firms who could not. 

The following quotes represent reasons why these firms believe there has been 
no change in the effects of foreign competition on their business in recent years: 

A manufacturer of embroideries states: ‘‘We can produce the stuff a lot cheaper 
than they can.”’ 

A company manufacturing valves and strainers states: ‘‘Our type of business 
is much further developed than in other countries. Therefore little real compe- 
tition.” 

A plastics company states: ‘‘Very shortly we will have to compete with Japan- 
ese imports.’’ 

A textile mill manufacturing nylon netting and laces states: “Really not 
competing. We make imitations and we make them cheaper.” 

A manufacturer of aircraft parts states: ‘‘Because of the specialized work our 
plant is engaged in there is no competition.” 

Degree and types of assistance required should conversion become necessary.— 
All of the firms facing foreign competition (including those who could use their 
present plant equipment for other production) were asked the following three 
questions: 

1. “If conversion became necessary, what types of assistance would your com- 
pany require: tax relief, conversion loan, help in industrial diversification, or 
any other?” (Question 9.) : ; 

The majority of companies, representing a major portion of the workers were 
evenly divided between those who would like help and those who would need 
no assistance. 

2. “If conversion became necessary, what types of assistance would your labor 
force require: broader unemployment compensation, labor retraining program, 
placement services, or any other?” (Question 10.) 
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A labor retraining program was most frequently mentioned and reflected the 
largest portion of the labor force. About a half of the firms would need no assis- 
tance and a few desired placement services for their employees. 

3. “If conversion became necessary, would you prefer assistance from the 


Federal, State, or local government, local business commission, or some other 
source?” (Question 11.) 


TABLE 7.—Use of imported materials and availability of domestic substitutes as of 
November—March 1954-55 


| Use imported finished and semi- 
finished 


Use imported raw materials 


Type of peg amet and pro- ; 
ucts impor . 
Domestic | No do- Domestic | No do- 


mestic Total mestic Total 
substitutes | substitutes substitutes | substitutes 


Instruments and clocks 

Textile mill products 

Apparel and needle products-.._-- 
Paper and allied products 


crete ncpteneat ieee RN Bee 
A a. | oe. 10 | 
9 | 


Machinery — 
Fabricated metal products 
Automobile industry 
Miscellaneous small goods 
Food and kindred products 
Lumber and w 


Companies 








NotTe.—Based on answers to questions 5 and 6. 


More companies preferred help from the Federal Government than from any 


other source. However, a similar number of companies would require no assist- 
ance from any outside source. 


4. Dependence on imported materials—Raw, semifinished, and finished 

All companies were asked if they used imported materials and whether or not 
domestic substitutes were available for these materials. 

The replies, as listed in table 7, show that 23 percent of the employees are 
represented by companies who use imported semifinished and finished products 
in their manufacturing process. Seven percent out of 23 percent in this group 
are employed by companies who state no domestic substitutes are available. 

It is not feasible to total the two groups, as many companies use materials of 
both types. 

The heaviest dependence on imports appears to be in the paper and allied group, 
where few domestic substitutes are available for pulp, casein and burlap. On the 
food group, vanilla beans, herbs, roots and flavors are not available domestically. 
In the chemical group, palm oil, tung oil, pigments and many chemicals are avail- 
able in limited supply domestically. In the machinery group, industrial diamonds 
are unobtainable domestically. In the miscellaneous group, hog bristles, camels 
hair and ocean pearl shells were unavailable. 

When domestic substitutes were available for most imported materials, the 
companies were asked why they imported them. The following quotes represent 
some of these opinions: 

A manufacturer of iron railings states: ‘Price of imported steel cheaper.” 

A pearl button manufacturer states: ‘Plastics are not better than real pearls.” 

A manufacturer of fire hose states: ‘‘United States products are expensive and 
poor quality. Synthetic rubber would have to be used. Flax for linen is not 
grown successfully in the United States.” 

A manufacturer of air compressors states: “Import iron ore from Canada 
because it is a better grade.” 

An embroidery firm that imports silk states: ‘‘Get it cheaper.” 
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Percent ¢. 


Quartz Crystal 
Industrial Diamonds 
Tin 

Chromite 
Tantalum 

Mica (strategic) 
Nickel 

Asbestos (long fibre} 
Platinum metals 
Mangavese Ore 
Mercury 

Cobalt 

Graphite (flake) 
Antimony 
Bauxite 

Arsenic 
Cadmium 
Tungsten 

Lead 

Bizmauth 
Fluorspar 
Copper 


Zine 


Source of chart: 


Tahle 9 below shows the raw materials used by the majority of companies in 
a particular group and those they knew to be imported. This table should be 
studied in conjunction with table 8 on the facing page, which shows to what degree 
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the United States is self-sufficient in various mineral imports vital to industry. 
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TABLE 9.—Raw materials used and those imported or known to be imported by firms 
surveyed as of November—March, 1954-56 


Manufacturing type 


Aircraft industry 

Instruments and clocks...- 

Textile mill products 

Apparel and needle prod- 
ucts. 

Paper and allied products. 

Chemicals 


Machinery (except elec- 
trical). 


Fabricated metal products_ 


Automobile industry 
Miscellaneous small goods. 


Printing and publishing--.- 

Food and kindred prod- 
ucts. 

Electrical goods and ma- 
chinery. 

Stone, glass, ceramics 

Petroleum and coal prod- 
ucts. 

Lumber and wood 

Rubber industry 


Raw materials used 


Stainless steel, aluminum, brass, copper, iron, 
bronze, electronic equipment. 

Aluminum, steel, plastics, electronic parts, 
brass, iron, alum, gold filled metals. 

Nylon cotton, wool, rayon, chemicals, dyes, 
synthetic yarns. 

Cotton, rayon, nylon thread, silks, acetate 
synthetic fibers, wool. 

Paper, pulp, wastepaper, chemicals, burlap, 
casein, asphalt, steel parts. 

Pigments, resins, drying oils, solvents, 
caustic salt, talcum, glue, acids, pine oil, 
plasticizers, potash, coal, tar, palm oil, 
dyes, steel. 

Diamonds, bar stock and castings, steel, 
aluminum, copper, brass, wood, balalite, 
nickel. 

Steel, aluminum, nickel, copper, lead, zine, 
brass, bronze, cerium metal, spruce Jum- 
ber, tin, iron. 

Copper, steel, stainless steel, brass 

Rayon wood, metals, plastic, pearls, hog 
bristi > camel’s hair, shells, vinyl, inks, 
polystyrene, cotton goods. 

Paper, ink 

Herbs, roots, flavors, milk products, fruits, 
vanilla beans. 

Copper, steel, aluminum, plastics, lamps_-_ 


Cement, cinders, sand, stone, zine 
Petroleums, sulfuric acids 


Rubber, cotton, linen, brass, synthetic rub- 
ber, plasticizers. 


Those imported 


Organdy, nylon, silk. 

Pulp, burlap, casein. 

Pigments, oils petroleum, steel, 
resins, coal, tar, palm oil, 
twine, chemicals. 


Nickel, lumber, steel. 


Do. 


1. 
Pearls, hog bristles, camel’s 
hair, ocean pear! shells, brass. 


Herbs, roots, flavors, vanilla 
is. 


Rubber, linen. 


NotTE.— Based on question 6. 


From table 8 we see that the degree of dependence on imported materials is 
considerably greater than table 9 (on p. 15) indicates. Many companies use 
nickel, over 95 percent of which must be imported. Copper is another widely 
used raw material, 35 percent of which must be imported to fill the needs of in- 
dustry nationally. The wide use of brass, an alloy of copper and zinc or tin, 
indicates the dependence on those imports. 


TABLE 10.— Opinions on tariff of executives interviewed by major manufacturing 
groups 


Favor Favor no Have no 


Manufacturing groups lower 


Aircraft groups 

Instruments and clocks 
Textile mill products 
Apparel and needle products 
Paper and allied products 
Chemical industry 
Machinery font electrical) 
Fabricated metal products 
Automobile industry 
Miscellaneous small goods 
Printing and publishing 
Food and kindred products 
een ip = rook gt and pene 


ne um = aon a 
Lumber and wood products 
Rubber industry 


on 8 


NoTE.— Based on answers to question 12. 
75018—56——_42 
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We see from table 9 that almost all major manufacturing groups use steel. 
However, steel cannot be made without tungsten, cobalt, and manganese ore. 
As shown in table 8 more than half of the tungsten used must be ——, almost 


90 percent of the cobalt and 90 percent of the manganese ore. hus users of 
steel can also be said to be dependent on imported materials for which there are 
no substitutes available domestically. 

By adding the companies who use steel (26 percent) to those who use other 
imported materials for which no domestic substitutes are available (adding only 
once any company using more than one type of cee materials) we find that 
36 percent of the companies employing 65 percent of the labor force are dependent 
on imported materials for which at present no domestic substitutes are available. 


5. Opinions on the tariff of the executives interviewed 

Executives interviewed were asked: “By and large, do you favor higher or 
lower tariffs than we have now?” (question 12). 

Table 10 shows that 39 percent of the executives interviewed favored high 
tariffs, 16 percent favored lower tariffs, 24 percent had no opinion and 20 percents 
preferred no change. 

The proportion of those favoring higher tariffs appears to be concentrated 
in the apparel and needlework, fabricated metals, textile mills, and miscellaneous 
small goods groups. Half of the companies in the chemical and machinery 
(except electrical) groups favor lower tariffs. No concentration within any 
one group pposese in the other categories. 

Table 11 below shows the breakdown of opinion by the four interest classifica- 
tions, namely, import-competitive-interest group, mixed-interest group, export- 
interest group and no-expressed-interest group. 

In the import-competitive-interest and mixed-interest groups, the majority 
favored higher tariffs. The clear-export group showed a strong interest in lower 
tariffs or no change. In the no-expressed-interest group, the majority either 
had no opinion or favored higher tariff. 


TABLE 11.—Ezecutives’ opinion on tariff by category interest classification 





Favor} por. | Have 


Favor |. Per- | Favor} Per- no 
cent opinion cent 


higher} cent | lower | cent 


no 
change 


| ee | a | a | a | ee | ae | ee | a | ee 








Import competitive interest - . ...-- 15 | ll 1 1 7) 5 2) 1.5 25 18.5 
en >» eee ee eae 22 | 16.5 6| 45 4/3 5| 3.5 37 | 27.5 
Clear export interest............--. 5| 3.9 1l| 8&4 10; 7.5 12} 91 38 | 23.9 
No interest expressed_--.......---.. 10 | 7.6 3/ 2.3 6) 4.6 14 | 10.6 33 | 25.1 


Reasons given for tariff preference 

No opinion: 

The majority of executives in this group stated that tariffs did not affect their 
business. 

High tariffs: 

A manufacturer of flints for lighters states: ‘‘We cannot compete with foreign 
costs plus direct and hidden foreign-government subsidies.” 

A company manufacturing pharmaceuticals states: “‘Selective higher tariffs and 
much more careful supervision of ‘dumping’ methods are the real needs.”’ 

A manufacturer of girls’ coats states: “‘Anything foreign made is cheaper than 
our goods. We should be concerned only with our own labor.” 

An embroidery manufacturer states: ‘The public is buying foreign-made 
products instead of our own because they are cheaper. 

Lower tariffs: 

A manufacturer of high speed automatic machinery states: “I believe a grad- 
ual lowering of tariffs will eventually mitigate independence of national and 
geological advantages could be utilized completely, resulting in benefits to the 
world market.”’ 

A manufacturer of refrigeration and air-conditioning units states: ‘Believe 
free flow of products between countries only sound hope of lasting peace. This 
despite fact that lower tariffs would result in some degree of labor and capital 
dislocation.” 
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No change: Most of the companies who favored no change felt that tariffs 
were either high enough or low enough at present. However, this comment 
was also typical of this group: 

An embroidery manufacturer states: “If tariffs were lowered the foreign 
embroideries would be cheap enough then to compete seriously with ours. So 
far, we are doing all right.” 

(D) TOP 10 SURVEY 


This section of the report is concerned with the interests of only the 10 largest 
firms in the district. hey were selected on the basis of number of employees 
from the April 1954 issue of the New Jersey Industrial Directory. Employment 
figures used in this study are the number of workers listed by the companies 
when interviewed (November 1954 to March 1955). 

Three of these large firms, selected at random, are also included in the general 
survey, since that study was designed to reflect the interests of 25 percent of all 
manufacturing companies in the district. 


1. Description of firms surveyed. 


The same manufacturing divisions used in the general survey are used here. 
We learn from table 12 below that the 10 firms account for over one-third of total 
manufacturing employment in the district. 


TABLE 12.—Employment of 10 firms showing comparison to total district employ- 
ment by manufacturing groups as of November 1954 to March 1956 


le mployment 
| | surveyed as 
district | percent of dis- 
: trict total 


Number of Number of | 
companies employees | 


Aircraft industr 

Instruments and clocks 

Paper and allied products 

Primary metal] 

Automohile industry 

Lumber and kindred products--__--.-....---- ‘i 
Food and kindred products 


Looking at the relationship between the figures in columns 3 and 4, we see that 
the 2 aircraft firms and 1 automobile firm account for almost 90 percent of the 
total district employment in their respective fields. One primary metal firm 
employs more than half the workers in this group; a food firm employs one-third 
of the workers in their field; 2 instrument firms employ one-fourth in that field; 
and 2 paper firms employ one-third in that field. 

The proportion of district employment is relatively small for the lumber and 
wood products manufacturers. 


What products do these large firms manufacture? 

Aircraft group: Aircraft engines and propellers. 

Instruments and clocks: Watch attachments, surgical instruments. 
Paper and allied: Asphalt roofing and siding, corrugated paper. 
Primary metal: Aluminum sheets. 

Automobile: Cars and trucks. 

Lumber and wood: Cork products. 

Food and kindred: Shortening and detergents. 


Subsidiaries, branches, and foreign investments: 2 of the companies are sub- 
sidiaries; 8 of the companies have subsidiaries or branches outside the United 
States; 4 of the companies have foreign investments. 


2. Interest of the 10 firms in import competition and exports 

The survey revealed that nine of the companies either export or have import 
competition—a direct foreign-trade interest. 

Table 13 below indicates the following breakdown: 1 company with 3 percent 
of the workers—neither exports nor finds imports to be competitive; 7 companies 
with 67 percent of the workers—find imports competitive but also export; 2 com- 
panies with 30 percent of the workers—export and do not consider imports to be 
competitive. 
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TABLE 13.—Interest in import competitive and exports (as of November 1954 to 
March 1955) 


Group Number of Number of 


P.O , 
Instruments and clocks 

Paper and allied products 

Primary metals 

Automobile industry _. 

Lumber and wood products 

Food and kindred products 


Breakdown of interest by companies: 

No expressed interest: One food and kindred company. 

Mixed interest: 1 aircraft engine manufacturer, 2 instruments and clocks 
2 paper and allied, 1 primary metal, 1 automobile, and 1 lumber and wood 
products companies. 

Export interest: 1 aircraft propeller and 1 asphalt roofing manufacturer. 

Degree of production for export, based on sales: Of the 9 companies that 
export, the corrugated paper manufacturer exports 10 percent; the 2 instrument 
and clocks forms and 1 aluminum company export 5 percent of their production. 
a cork products company exports 4 percent and the remaining export 3 percent 
or less. 


3. Effects of import competition and possible types of adjustment should this com- 
petition threaten serious injury. 


Of the 7 companies who found imports to be competitive, 4 were unfavorably 
affected and 3 report no change. The reasons given follow: 

The manufacturer of aircraft engines states: ‘‘American capital is being 
invested in these products instead of United States products.” 

The cork products manufacturer states: “They are underselling this company 
in insulation cork board.” 

The surgical instrument manufacturer states: ‘‘Competition on the increase. 
Foreign prices so low, difficult to compete.” 

The watch attachment manufacturer states: ‘‘Japanese low-priced merchandise 
too cheap for competition.” 

Three companies found no change in the effects of import competition and 
stated their reasons as follows: 

s The manufacturer of asphalt roofing states: ‘‘Competition not to a substantial 
egree.”’ 

The manufacturer of aluminum sheeting states: ‘‘Domestic competition a 
much bigger headache.” 

The manufacturer of cars and trucks says: ‘The largest number of cars im- 
ported into the United States is 50,000 per year, as compared to average domestic 
production of 5,500,000.” 

Three of the seven companies facing competition could use present plant equip- 
ment and the bulk of their employees for other production should this become 
necessary, including two of the firms reporting unfavorable effects. The 
remainder had no opinion on their ability to convert at this time. 

Should conversion become necessary, the three companies which could use 
plant equipment did not feel the need for any assistance. One company, that had 
no opinion on ability to convert at this time, felt that if conversion became neces- 
sary they would require assistance in conversion loan, industrial diversification, 
labor retraining, and placement service. 


4. Dependence on imported materials 


Three companies use imported finished and semifinished products; one com- 
pany manufacturing watch attachments and a firm manufacturing aluminum 
sheets do not know if there are any domestic substitutes for their imports. A 
manufacturer of aireraft engines reports no domestic substitutes available and 
states “It would stop production of certain items until such time as the imported 
products could be produced by this company.” 

Seven companies use imported raw materials. One company imports long 
staple cotton and rubber and another company imports tin. Both state that no 


é 
Ei 
: 
y 
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domestic substitutes are available. Three other companies list steel as a prin- 
cipal raw material. Because steel cannot be made without cobalt and manganese, 
both of which must be imported, 5 of the 10 firms are actually dependent on 
imported materials for which no domestic substitutes are presently available. The 
reasons given by the other firms for importing raw materials, though domestic 
substitutes are available, were: cheaper than domestic and to conserve natural 
resources and prevent scarcity in the United States (see table 8). 


5. Opinions on the tariff 


Two of the executives interviewed favored higher tariffs, 2 preferred lower 
tariffs, 2 no change, 3 had no opinion and 1 favored higher on finished products 
and lower on raw materials. 

Typical reason given by those favoring higher tariffs: “Cannot meet foreign 
competition without protection of » higher tariff.” 

Typical reason given by those favoring lower tariffs: ‘‘We believe in the principle 
of ‘trade, not aid’ to the extent that it serves effectively the national good. This 
. a principle which requires intelligent application and constant review of the 
acts.” 

Typical reason given by those who prefer no change: ‘‘This company is not 
interested in either higher or lower tariffs but in a more equitable tariff rate on 
specific items.” 

Typical reason given by those who had no opinion: “‘Since so little of our business 
concerns imports and exports, the company has not taken a stand on tariffs.” 

Reason for preferring both higher and lower tariffs: ‘‘We favor lower tariffs on 
the things we import and higher tariffs on things we make.” 


IV. AppENDIX 
COPY OF QUESTIONNAIRE USED FOR BOTH SURVEYS 


la. Is your company a subsidiary of another company: 
If yes to la, ask: 
b. What is name and location of your parent company? 
2. “= er company have any ennalies or subsidiaries outside the United 
tates 


3. Does your company have any foreign investments? 
4a. Does your company export any products or materials directly and/or indi- 
rectly: (indirectly, that is, through sale of any of pees products or materials 


to other domestic companies which in turn sell t 
If yes to 4a, ask: 
. Approximately what proportion of your total production, on the basis of 
sales, do these products or materials represent? 
. Approximately what proportion of your labor force is used in the production 
of these exports 
. Do you import any finished or semifinished parts or ingredients that you use 
in the manufacture of your products? 
If yes to 5a, ask: 
. Could domestie substitutes be found for most of these semifinished and 
finished products, a few of them, or none of them? 
If they say most, ask: 
. Will you tell us why you import these products? 
If they say few or none, ask: 
. If you could not get these imported products, how would this affect your 
business? 
. What are the prircipal raw materials used by this company? 
If yes to 6a, ask: 
. Are any of these imported? 
If yes to 6b, ask: 
. Could domestic substitutes be found for most of these raw materials, a few 
of them, or none of them? 
If they say ‘Most,’ ask: 
. Will you us why you import these products? 
If they say “Few” or “None,” ask: 
» om — not get these imported products, how would this affect your 
usiness 
. Are there any foreign-made products which are in competition with yours for 
the American market? 


em to foreign markets.) 
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If yes to 7a, ask: 
b. Would you say that since the end of World War II this competition has 
affected your business favorably, unfavorably or has there been no change? 
c. We'd be interested in knowing why you say that. 
8a. If foreign competition should increase to a point where it seriously threatened 
your business, could your plant equipment be utilized for production of 
other products? 
If yes to 8a, ask: 
b. If your plant equipment could be utilized for production of other products, 
could you also continue to use the bulk of your labor force? 

9, If conversion became necessary, what types of assistance would your company 
req uire: tax relief, conversion loan, help in industrial diversification, or any 
other? 

10. If conversion became necessary, what types of assistance would your labor 
force require: broader unemployment compensation labor retraining pro- 
gram, placement services, or any other? 

11. If conversion became necessary, would you prefer assistance from the Federal, 
State, - local government, local business commission, or from some other 
source 

12a. By and large, do you favor high or lower tariffs than we have now? 

b. We'd be interested in knowing why you say that. 


EFFECTS OF FOREIGN TRADE ON THE MANUFACTURING INDUS- 
TRIES IN THE 10TH, 11TH, AND 12TH CONGRESSIONAL DISTRICTS 
OF NEW JERSEY 


League of Women Voters of New Jersey, 20 Fulton Street, Newark 2, N. J., 
June 1955 
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. General survey results: 
A. Description of the firms surveyed. 
B. Interest of firms surveyed in exports and in import competition: 
1. Total interest in exports. 
2. Total interest in import competition. 
C. Ability of firms facing import competition to use plant equipment 
for other production. 
D. Degree and types of assistance required should conversion -become 
necessary. 
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F. Opinions on the tariff. 
. Report on 25 largest firms. 
. Appendix: Copy of questionnaire, 


I. INTRODUCTION 
A. PURPOSE OF SURVEY 


Are export markets important to New Jersey manufacturing firms? 

To what extent do foreign-made products compete for the American market 
with products made in New Jersey? 

Could local firms use their present plant equipment and labor force for other 
production should they be seriously hurt by foreign competition? 

Are New Jersey firms dependent on imported materials for their production? 

Believing that concrete answers to questions like these will be of value in deter- 
mining a sound foreign trade policy for the United States, Leagues of Women 
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Voters all over the country are conducting surveys to determine what stake their 
own localities have in foreign trade. 

This report covers the 10th, 11th, and 12th Congressional Districts, comprising 
all of Essex County together with Harrison and Kearney in Hudson County. 
Essex and Hudson, the most populated and industrialized counties in the State, 
are among the seven highly industrialized northeastern counties in the New York 
City metropolitan area. 

B. SCOPE OF THE SURVEY 


This survey is confined to manufacturing, which is the predominant industry 
in the surveyed districts, accounting for 55 percent of total employment. Our 
concern, here, is with the direct effects of foreign trade on manufacturers and 
their employees. Manufacturing is the segment of industry in this part of the 
country most directly and measurably concerned with foreign trade. It exports 
some of the goods it produces, some of its products are in competition with 
foreign-made goods, and it imports certain materials for use in the manufacturing 
process. The indirect effects of foreign trade on other segments of the economy, 
such as transportation, services, etc., can be presumed to be similar to those 
directly affected. 

Since no particular region is ever a wholly integrated economic unit, it is 
impossible to discern all the adjustments that would have to be made to either 
increased competition from abroad or a reduction in exports. 


Cc. HOW THE SURVEY WAS CONDUCTED 


Two studies were made covering 419 manufacturing firms and almost half 
(49.5 percent) of all manufacturing employment in the surveyed districts. The 
first was a general survey based on a 25 percent sampling of all manufacturing 
firms listed in the New Jersey Industrial Directory. A separate survey was 
made of the 25 largest firms in the district. The sampling method and survey 
questions were developed with the assistance of Public Opinion Surveys, Inc., of 
Princeton, N. J. The sampling method is detailed below.2 The interviewing, 
which took place from November 1954 to June 1955, as well as the compilation of 
data, was done by volunteer league members. Most interviews were personal 
interviews with top executives of each firm. The rest were handled by telephone, 
a very few being sent through the mails. A copy of the questionnaire appears in 
the appendix. 


D. COMPILING THE SURVEY FINDINGS 


Two types of tabulations were used in the report. For questions directly 
encerned with the foreign trade problem, the number of employees was used 
since the number of employees (varying from 1 to 10,989) is the only common 
denominator in the replies. By totaling the number of employees, a quantitative 
measure of the effects of foreign trade on the manufacutring firms surveyed can 
be established. For questions of a descriptive nature such as statistics on foreign 
investments, subsidiaries, and opinion, the number of companies was used. 


II. Hicuuicuts or Survey FINDINGS 


Exports are important to manufacturing firms in the 10th, 11th and 12th 
Congressional Districts. Fifty-six percent of the firms export some of their 
production. They employ 84 percent of the labor force. 

Top 25: 23 firms export. 

Surveyed firms also face import competition. Thirty-five percent of the firms 
face import competition. They employ 58 percent of the labor force. 

Top 25: 16 firms face import competition. 

Many of the firms which export also face import competition. Twenty-three 
percent of the firms have this “mixed interest’ in international trade. They 
employ 52 percent of the labor force. Predominant in this category are those 


1 Published by the Hudson Dispatch, Union City, N. J. April 1954 issue. 

2 For the general survey 403 companies were interviewed. They were scientifically selected at random 
from the New Jersey Industrial Directory (p. B104-B162, B180-181, B198-199) to furnish a 25 percent sample 
of all manufacturing firms in the survey area. A 25 percent sample is considered to be more than sufficient 
to insure that, were 100 percent of the companies surveyed, the results would be the same. 

A separate survey was to have been made of the 30 firms with the largest employment in the area listed in 
the directary. , One categorically refused to answer questions, and four were disqualified for other reasons, 
but twenty-five companies did cooperate. Nine of the original thirty companies, mathematically selected 
at eee, are also included in the general survey in order to maintain the 25 percent character of that 
sample. 
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manufacturing groups: machinery, electrical machinery and equipment, food, 
miscellaneous small goods, aircraft, primary metals, and fabricated metals. 

Top 25: 14 firms have the mixed interest. 

One-third of the firms have a pure export interest. Thirty-three percent of 
the firms export but do not face import competition. They employ 33 percent 
of the workers, Predominant in this category is the electrical group. Also 
important are chemicals and paper products. 

Top 25: 9 firms have the pure export interest. 

Comparatively few firms have a pure import competitive interest. Eleven 
percent of the firms face import competition and do not export. They employ 
only 6 percent of the workers, almost half of them in four chemical firms. 

Top 25: 2 firms have the purely import competitive interest. 

One-third of the firms have no expressed interest in exports or import competi- 
tion. They employ 10 percent of the workers. 

Top 25: no firms in this category. 

Fighteen percent of the firms say they have been unfavorably affected by im- 
port competition. ‘They employ 18 percent of the labor force, most of which is 
in four manufacturing groups: primary metals, chemicals, fabricated metals and 
miscellaneous small goods. 

Top 25: 6 firms say they have been unfavorably affected by import competition. 

Half of the firms facing import competition felt they could utilize their plant 
equipment for other production if such competition should become a serious 
threat. Of the 58 percent of workers employed by firms facing import competi- 
tion, 34 percent are in firms which can convert. 

Top 25: 7 firms can convert; 3 firms believed that conversion would not be- 
come necessary; 6 firms could not convert. 

Of all of the firms surveyed, 10 percent are both unfavorably affected and 
unable to use present plant equipment for other production. These firms employ 
13 percent of the labor force, most of which is in the primary metal, chemical 
and fabricated metal groups. 

Top 25: 4 firms are affected unfavorably and cannot convert. 

Should conversion become necessary, two-fifths of the firms affected would 
need no outside assistance, while two-fifths would prefer assistance from the 
Federal Government. The types of assistance most frequently favored were, 
for manufacturers: conversion loan and help in industrial diversification; for 
their workers: a labor retraining program. 

Top 25: Only 3 firms indicated they would require any outside help. 

Forty percent of the firms use imported materials in the manufacture of their 
product. These companies employ 49 percent of the labor force. Half of the 
firms say there are few or no domestic substitutes available for these imported 
materials. 

Top 25: 16 firms use imported materials. Eight report that few or no substi- 
tutes are available domestically. 

Over one-third of the executives interviewed had no opinion on tariffs: 21 
percent favored higher tariffs, 20 percent favored lower tariffs, 15 percent favored 
no change, 6 percent had mixed feelings, while 38 percent expressed no opinion. 

Top 25: 11 favored lower, 4 favored higher, 1 favored no change, 5 had no 
opinion, 4 expressed other opinions. 
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Summary of replies to questionnaire 


General survey | Top 25 


| | Percent 
Requested information : Percent ca ry | Of total 
peg | of total | Number sae employ- 
| employ- of firms ps | ment in 
ment ’ top 25 
oo | firms 
| 
| \ | | 
Firms which export some of product 47,319 62, 881 | 95.5 
Firms which face import competition... 32, 570 | 8 | 37, 329 | 57 
Firms which export, also face import com- | 
I eileen iniiieieiingitiei ais een | 29, 376 34, 379 52.2 
Firms which export, do not face import 
competition 17, 943 | 28, 502 | 43.3 
Firms facing import competition, do not | | | 
expo! 
Firms neither exporting nor facing import 
competition. 





Firms unfavorably affected by import 
competition | 10,227 
Firms unfavorably affected by imports, | | 
cannot use present plant equipment for 
other production | 7, 187 | 
Firms using material identified as im- | 
as cin a al | 23, 389 | 
Firms using imported material for which 
no domestic substitute available 14, 925 











Description of the districts 


The 10th, 11th, and 12th Congressional Districts of New Jersey, which comprise 
Essex County and the Hudson County towns of Harrison and Kearny, are in the 
northeastern part of the State, and within commuting distance of New York City. 
Area population is 995,390.23 Thirty-four percent of the population is in industry, 
and 19 percent of the inhabitants are in manufacturing. The major manufac- 
turing industries are: electrical machinery and equipment, machinery, food, 
chemical, and fabricated metal products. It is a known jewelry center. The 
relative size of major manufacturing groups may be seen in figure 1. 

The area is served by many railroads and national and State highways. It has 
excellent airport facilities at Newark. There are miles of good water frontage on 
the Passaic River, while Port Newark coordinates rail and ocean freight facilities. 
The accessibility of the districts to the shipping and marketing areas of the east 
has been largely responsible for its rapid expansion. 

Major industrial divisions—The importance of manufacturing to the surveyed 
districts is shown in table 1 below. Manufacturing accounts for 55 percent of the 
368,148 persons employed in industry. 


TABLE 1.— Major industrial divisions by number of employees (1953) ! 


Percent of 


Divisions Employees total 


Manufacturing 
Wholesale and retail ; | 69, 836 | 
Finance, insurance, and real estate__ Sai a 27, 775 
26, 322 
Communications and utilities 14, 945 
Transportation 3 14, 264 | 
Construction contractin 12, 432 
223 


1 New Jersey Industrial Directory, op. cit., and New Jersey Department of Labor and Industry. 
2 Less than 0.1 percent. 


3 New Jersey Industrial Directory, Harrison (1950) p. B180; Essex (1952 estimate) p. B103, Kearny (1952 
estimate) p. B173. 
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V. GENERAL SurvEY RESULTS 
, A. DESCRIPTION OF THE FIRMS SURVEYED 


The major manufacturing divisions in the survey area are shown in figure 1 
on the facing page. It is helpful to keep the comparative size of these groups in 
mind im assessing the results of the survey. 

Eighty percent of all manufacturing in the area is concentrated in the followin 
groups: Electrical machinery and equipment (27.7 percent), machinery (Ld 
percent), miscellaneous small goods (9.1 percent), food and allied products (8.5 
percent), chemicals (7.9 percent), fabricated metals (6.2 percent), apparel and 
needle products (5.7 percent) and primary metal products (4.4 percent). 

The companies surveyed represent 27.8 percent of total manufacturing em- 
ployment in the districts. 

Most of the manufacturing groups are represented by many companies of 
varying size, with the exception of the aircraft group, in which one firm employs 
95 percent of the total. 

The majority of companies are small, employing less than 50 people, with 
the next largest group between 100 to 499 persons (table 2, below). 


TABLE 2.—Size of companies surveyed—November 1954-June 1956 


Number of | Percent of 


Si : , 
Size of company companies companies 


Under 50 employees... -_........-..--.---- Dcalits Pip tei ct nie ccind | 53 
50 to 99 19 
100 to 499 ’ 24 

2 
RR NS b.5ssa0 bbe ensuce oo ‘ 2 


100 


Subsidiary and foreign investment data (question 1, 2, 3): 9 percent of the 
companies surveyed are subsidiaries or divisions of a larger company; 6 percent 
have subsidiaries or branches outside the United States; 7 percent have foreign 
investments. 


TABLE 3.—Interest in exports and competitive imports by number of employees 
November 1954-June 1955 


- Total num-) /Otalnum-) Export in- | competi- | Mixed in- 
Manufaeturing groups her fires ber em- terest em- tive in- | terest em- | 
; ployees ployees terest em- ployees 


pressed 
interest 


} } } 
| Import 
| 
| 


Electrical 6, 950 
Machinery (except electrical) - 5 435 
Miscellaneous small ante we 1, 822 
Food and kindred 5, 632 | 1, 103 
Chemical : Saeiehanideneheoiig 2 | . 2, 101 
Fabricated metals_ } 1, 528 
Aircraft. ae ae q a= 
Primary metals. : 162 
Apparel and needle________- ; 7 869 
Paper and allied | } 1, 194 
Textile mill 665 
Leather_____ cal § aa 142 
Instruments and clocks_-__- } 112 | 
Printing and publishing - 388 | 
Furniture and fixtures | b 321 
Tobacco. __._- .| 1 sdagaplunainad 
Stone, glass, and ceramics _- 
Lumber and wood_. 


Employees...._- 





Norte.—-Based on questions 4A and 7A. 
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B. INTEREST OF FIRMS SURVEYED IN EXPORTS AND IN IMPORT COMPETITION 


All firms were asked whether they exported their products either directly or 
indirectly and whether they faced competition from foreign-made products in the 
American market. On the basis of their replies they were classed in the following 
categories: 4 

Export interest: Firms which export and which do not consider imports to be 
competitive with their products. 

Import competitive interest: Firms which consider imports to be competitive 
and which do not export their products. 

Mixed interest: Firms which consider imports to be competitive and which also 
export their products. 

No expressed interest: Firms which neither export nor consider imports to be 
competitive with their products. 

Table 3 shows that 90 percent of the workers are employed by firms that export 
or are concerned with competitive imports or both. he 2, below, shows the 
percentage in each group: 

Export interest: Firms employing 32 percent of the workers. 

Import competitive interest: Firms employing 6 percent of the workers. 

Mixed interest: Firms employing 52 percent of the workers. 

No expressed interest: Firms employing 10 percent of the workers. 


Figure 2 


-No expressed interest 


Mixed --Import competitive interest 
interest 


527% ‘f Export 
interest 
32% 


Percentage of Labor Force Employed by 
Firms in the Four Trade Interest Groups 


It is not possible to discern the balance of interest in firms facing foreign com- 
petition who are also exporters. Generally, however, “‘producers are more aware 
of the competitive effects of imports than they are ‘concerned with the present 
foreign sales or potential export markets.” 

Analysis of interest by manufacturing groups. : 

The mixed interest predominates in these groups: Machinery, miscellaneous 
ay goods, food and allied products, fabricated metals, primary metals, and air- 
craft 

Export interest predominates in these groups: Electrical machinery, equipment, 
and supplies; chemical, apparel and needle products, paper and allied products. 

Textile mill products seems evenly divided between export and mixed. 

The purely import competitive interest is strongest in the chemical industry, 
but even here, as noted, this is surpassed by the export interest. 


1. Total interest in exports 


The total interest in exports can be measured by combining the figures in the 
mixed and export interest categories (table 3, p. 9a). The combined totals reveal 
that 56 percent of the companies with 84 percent of the labor force export to some 
extent. Of the 56 percent of companies which export: 26 percent of firms with 
29 percent of workers export less than 3 percent; 6 percent of firms with 6 percent 
of workers export 3 to 4 percent; 10 — of firms with 23 percent of workers 
export 5 to 9 percent; 9 percent of firms with 19 percent of workers export 10 
percent or more; 5 percent of firms with 7 percent of workers did not reveal percent. 


4 This is the breakdown used in Foreign Trade and the Fourth Congressional District of New Jersey— 
Harold T. Lamar, Legislative Reference Service, November 1954. 
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Figure 3 


Effects of Import Competition on Firms Surveyed 


ave no opinion 
65% do not 


face 14% report no change 


im business as 2 


import of import compétition 


competition 


19% affected 
unfavorably by 


Figure 4 


Effects of Import Competition on Labor Force in Surveyed Firms 


2% of workers in firms 
helped by import 
competition or 

having no Sep 

opinion on 

its effects 


38% of 

workers in firms 
which report no 
change in business 
as a result of import 


42% of workers competition 
in firms which 

do not face 

import 

competition 


18% of 
workers in 
firms 

hurt by import 
competition 
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To the company concerned, even a small percentage can make a significant 
difference in profits and sometimes means a difference between profit and loss. 
One company employing 2,000 workers in several New Jersey plants, though 
exporting only 2 percent, made a point of stating that “this export business is 
very important to us.” 

Exporting is done by smaller companies as well as by larger firms, as shown in 
table 4 below. 


TasLe 4.—Size, percent and number of companies who export, November 1954 to 
June 1955 


Number of |Number who} Percent who 
| companies export export 


Size of company 


Under 50 employees. 

50 to 99 employees. _....--.-..-.. 
100 to 499 employees 

500 to 999 employees 

1,000 and over. 


2. Total interest in import competition 


Companies which face competition from foreign-made goods in the American 
market are shown in table 3. Totai interest in import competition can be meas- 
ured by combining the mixed interest and the import competitive interest groups. 
The combined totals reveal that 35 percent of the firms surveyed, with 58 percent 
of the workers, find imports to be competitive. 

(a) Effects of import competition.—Each firm facing foreign competition was 
asked, ‘‘Would you say that since the end of World War II this competition has 
affected your business favorably, unfavorably, or has there been no change?” 
(Question 7b.) Figures 3 and 4 show the effects of import competition on the 
surveyed firms and their workers. Figure 3 shows that 19 percent of the firms 
report unfavorable effects while 14 percent report no change and 2 percent have 
no opinion. Figure 4 shows that 18 percent of the labor force is employed by 
— reporting unfavorable effects while 38 percent is employed by those reporting 
no change. 

In each case the executive was asked why he thought his firm had been affected 
the way he indicated. Below are some typical replies: 

Where companies are unfavorably affected: 

A manufacturer of scissors and shears states: ‘‘Labor rate in Germany is one- 
fourth of what it is here. Due to the large number of low-priced imports the 
higher quality merchandise produced by us has fallen off.” 

A manufacturer of liquid pharmaceuticals states: “Increase in foreign manu- 
facturing has cut into our business.” 

A manufacturer of specialty yarns says, ““Lower-priced good-quality imported 
products have made market very competitive; the number of items in the field 
has increased.” 

A manufacturer of wire states: “Our competition is selling finished products 
much cheaper than we can supply the raw materials.” 

Where companies report no change: 

A machinery manufacturer states: “(Competition hasn’t been too great because 
we are further advanced technically.” 

A manufacturer of hand tools says, “Very little competition, patent coverage 
protects this firm.”’ 

A manufacturer of textile machinery states: “Our products are American by 
nature and therefore better engineered. A better product is produced.” 

A manufacturer of leather eyeglass cases says, ‘Quantity involved not enough 
to affect our market.” 

(b) Products manufactured by firms facing import competition—Table 5 
lists the products made by these firms. Parenthesized items are those manu- 
factured by companies who report “‘no change”’ in the effects of import competition 
on their business, while the remaining products are those manufactured by firms 
reporting ‘‘unfavorable affects.” 
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TABLE 5.—Products manufactured by firms facing import competition 


| Products 4) 


Electrical ‘ Capacitor and filters, transformers, radio and radar, electronic parts. 

Machine tools (automatic food machines, textile machines, pumps, 
heat-sealing equipment, bearings, compressors, numbering ma- 
chines, staplers). 

Jewelry, plastic and musical toys, brooms, buttons, cigarette lighters 
(plastic tubes, vials). 

Cocoa products (ale and beer). 

Pharmaceuticals, pigments, dyestuffs, organics, coal tar, shellac. 

Screw machine products, hand tools, cutlery, razor blades, wire 
cloth, kitchen utensils. 

Women’s sportswear, coats, suits, dresses, infants’ and boys’ wear 
(burlap bags). 

Wire oo wire cloth, nonferrous metals, babbitt, flints, precious 
metals. 

Airplane parts. 

Instruments and clocks. ---.--.-..-.-- Optical frames and trim, surgical and precision instruments (sc‘en- 

tific laboratory apparatus, projectors). 

Knitted outerwear, specialty wears, ladies’ hosiery (pile fabrics, 
processed fibers, industrial fabrics). 

Leather and leather goods, purse frames. 

Mirrors, hardboard, cylindrical turnings. 


C. ABILITY OF FIRMS FACING IMPORT COMPETITION TO USE PLANT EQUIPMENT FOR 
OTHER PRODUCTION 


All of the companies who said their products faced competition from foreign- 
made ‘goods on the American market, were asked these questions: 

“If foreign competition should increase to a point where it seriously threatened 
vour business, could your plant equipment be utilized for production of other 
products?’ (Question 8a.) 

“If your plant equipment could be utilized for production of other products, 
could you also continue to use the bulk of your labor force?’’ (Question 8b.) 
(Asked only of those who answered yer to the preceding question.) 


TABLE 6.—Effects of foreign competition and ability to convert plant equipment 
to other production—by employment, November 1954—June 1955 


TABLE 6A—THOSE IN FIRMS UNFAVORABLY AFFECTED 


No opinion 
on use of 
plant equip- 
ment 


Can use Cannot use 
} plant equip- | plant equip- 
ment ment 


170 
Machinery 25 
Miscellaneous small goods 
Food Z 








Percent of total employees_- - -- aah euheN a 
Percent of firms surveyed 


TABLE 6B—THOSE IN FIRMS REPORTING NO CHANGE, OTHER? 


PRPee 


oR eee 
Fabricated metal 


_ 





Gk. Poaceae vison n-ne ae Rm Bn Aa 
Percent of total employees 
Percent of firms surveyed 


See footnotes at end of table, p. 660. 


BR oe 
sel | beebaweete 





660 ORGANIZATION FOR TRADE COOPERATION 


TaBLe 6,—Effects of foreign competition and ability to convert plant equipment 
to other production—by employment, November 1954-J une 1955—Continued 


TABLE 6B—THOSE IN FIRMS REPORTING NO CHANGE, OTHER *—Continued 


Have no 
Face im Can convert Cannot con- opinion on 
competi vert conversion 


4,411 
Percent of total employees 58 3 
Percent of firms surveyed 8 


1 All groups with less than 1,000 workers in affected firms have been grouped fapee. Employment 
ranges from 32 to 746. as groups included are apparel, instruments, tex , Paper, stone, glass, 
and ceramics, lumber, furniture, and printing. 

2 Includes 7 firms with no opinion on effects and 2 who reported favorably. 


NotEe.—Based on answers to questions 8a and 8b, 


These questions concerned 35 percent of the firms surveyed. These companies 
employ 58 percent of the labor force, 52 percent of them in the mixed interest 
group (table 3, p. 9a). With the exception of 11 companies, all who said they 
could use their plant equipment for other production could also continue to use 
the bulk of their labor force.‘ 

Table 6 on the facing page is a tabulation of the answers to the first question. 
Of the 35 percent of companies concerned, 17 percent can convert to other pro- 
duction, while 15 percent cannot (3 percent have no opinion). Of the 58 percent 
of workers employed by these companies, 38 percent are in firms which can convert 
while 17 percent are in those which cannot (8 percent in firms having no opinion). 

This table also treats the ability to convert in terms of how the firms were 
affected by foreign competition. From this breakdown, we find that 10 percent 
of the firms surveyed report both unfavorable effects and inability to convert. 
They employ 13 percent of the labor force, 9 percent of which is in 3 manufactur- 
ing prvepe: Chemicals, fabricated metals, and primary metals. 

he chemical group thus affected comprised 6 firms out of the 42 surveyed. 
They manufacture chemical pigments, shellac, pharmaceuticals, and dyes for 
textiles. A pharmaceutical manufacturer employing 1,200 workers blamed 
dumping procedures and export subsidies as well as low labor rates abroad for 
the unfavorable effects of foreign competition on his business. This company 
has found it necessary to establish several foreign factories. The other five firms 
cited lower prices of the imported product as the main reason for the adverse 
competitive effects, It should be noted at this point that, while a large number of 
chemical workers are employed by firms in the import competitive group, an 
even larger number is in firms having a pure export interest (table 3, p. 9a). 

The fabricated metal grou conapelend 7 firms out of the total of 60 surveyed. 
They were manufacturers of hand tools, wire cloth and industrial screens, kitchen 
utensils, steel molds for plastics, and shears and scissors. Lower prices of the 
imported products was cited by all for unfavorable competitive effects. The 
manufacturer of steel molds also stated that recent development of the die- 
making industry in Germany, France, England, and Italy has hurt his business. 

In the primary metal group affected unfavorably and unable to convert were 
5 firms out of the 21 surveyed. They were manufacturers of wire, nonferrous 
metals, cerium metal and its alloys, and one firm engaged in the smelting and 
refining of precious metals. The foreign products were said to be as good but 
cheaper than their own. 


D. DEGREE AND TYPES OF ASSISTANCE REQUIRED SHOULD CONVERSION BECOME 
NECESSARY 


All of the firms facing foreign competition (including those who could use 
present plant equipment for other production) were asked three questions: 

1. “If conversion became necessary, what types of assistance would your 
company require: Tax relief, conversion loan, help in industrial diversification, 
or any other?”’ (Question 9.) 

Opinion in the majority of companies was evenly divided between those want- 
ing conversion loan, help in industrial diversification, and those who would need 
no assistance. 


4 Of these 11 firms, 6 had no opinion on use of labor force or said “it would depend.” The other 
5employed a total of 632 workers, 
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2. “If conversion became necessary, what types of assistance would your labor 
force require: Broader unemployment compensation, labor retraining program, 


placement services, or any other?’’ (Question 10.) 


TaBize 7.—Use of imported materials and availability of substitutes by employment 


November 1964-June 1956 


Total num- 
ber of em- 


ployees in 
surveyed 
firms 


Domestic 
substitutes 
av 


Few or no 
domestic 
substitutes 
available 


6, 722 
100 
451 
873 

1, 781 
524 


2, 576 
370 
45 


ob 
= 


a3 


Miscellaneous small goods 
Food and kindred 
Chemical 

Fabricated metal 

a metal 


and 
Paper and allied 
Textile mill 
Leath 
Instruments and elocks- 


Printing and p ablishing 
Furniture and fixtures 


eupteeeees 
SeSStestses 


wn pisS SESESSE8 


Lumber and wood 
Rubber_.- 
Ac siriincitnagwesninnsmatainivimannecicn dntéusadind 


Total 


Percent of total employment surveyed_-.............-.---_--- 
Percent of total firms surveyed_._............-.-..-.----.----- 


NorTE.—Based on questions 5 and 6. 


Here a labor retraining program was most frequently mentioned (40 percent 
of the responses). A fourth of the firms said no assistance would be needed by 
their labor force, and a fifth desired placement services for their employees. 

3. “If conversion became necessary, would you prefer assistance from the Fed- 
eral, State, or local government, local business commission, or from some other 
source?” (Question 11.) 

About 40 percent preferred help from the Federal Government to help from 
any other source, but an even larger group, 44 percent, would require no assist- 
ance from any outside source. 


E. DEPENDENCE ON IMPORTED MATERIALS 


All the companies were asked whether they used imported materials in the 
manufacture of their products.’ If they said ‘‘yes,’”’ they were then asked if 
domestic substitutes were available for ‘‘most, few, or none’’ of the imrorted 
produets. Table 7 on the facing page tabulates their replies. We see that 40 
percent of the firms use imported materials. They employ 49 percent of the 
labor force surveyed. Half of the firms, employing 22 percent of the labor force, 
state that domestic substitutes are available while the remaining half, employing 
27 percent of the labor force, say there are few or no substitutes available 
domestically. 

Where domestic substitutes are available, the reasons most frequently given 
for using the imported product were better quality and/or cheaper price. 

A manufacturer of razor blades who imports steel stated: ‘“‘Cost (of production) 
would go up to such an extent that we could not compete in overseas market.’ 

A manufacturer of women’s knitted outerwear says: “50 percent Australian 
yarn gives slightly better srinning qualities and enhances the finished yarn.” 

Many firms imported because of better delivery from foreign sources. 


5 Since no clear distinction was made in many of the replies between raw material, in the strict sense of 
the word, and finished or semifinished materials, they have been treated together. 


75018—56——-43 
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A manufacturer of electronic components stated: ‘‘Certain types of compo- 
nents of excellent quality and at competitive prices are being delivered faster by 
air from Germany. They are anxious for American dollars and give service.’’ 

Some firms mentioned the prestige value of an “imported” label. 

A leather manufacturer says, ‘‘We consider raw skins from certain areas better 
than domestic and ‘imported’ label is important to some customers.” 

A machinery manufacturer gave still another reason—trade advantages: 

“Sometimes we will import our own materials from Holland because of trade 
advantages. Since we export 20 percent of our production, if we import from 
other nations, we are enabling them to purchase from us with American dollars.” 

Where domestic substitutes are available for few or none of the imported mate- 
rials firms were asked, “If you could not get these imported products, how would 
this affect your business.’”’ Typical replies follow: 

A manufacturer of electric bulbs: ‘‘We could not continue our business. There 
is little if any tungsten produced in the United States. It is necessary for the 
manufacture of bulbs.’’ 

A manufacturer of dry colors who imported pigments: ‘It would mean reducing 
the amount of profitable items.”’ 

A jewelry manufacturer stated lack of platinum, precious stones, ‘and pearls 
“would devastate entire jewelry industry.” 

As can be seen from table 7, the manufacturing groups most dependent on 
imported materials not available domestically are the electrical, chemical, and 
primary metals groups. The materials used by these and other manufacturin 
groups concerned are shown below. Many of these materials cannot be foun 


in this country and the domestic supply of the others is insufficient to meet the 
Nation’s needs. 


Manufacturing group Materials used—not ae at all or in sufficient 


Electrical aed Aluminum foil, nickel, tungsten, cobalt, miea, and rubber. 

Miscellaneous small goods___.--..--..--- ee (diamonds, pearls), semiprecious; platinum and 
silk. 

Food__- Cocoa beans and products, vanilla, sugar, figs. 

Chemical ..| Essential oils, English pigments, coal tar, shellac, seedlac, aniline 
derivatives, and many other chemicals. 

Fabricated metal Tin, steel, lead, and nickel. 

Primary metal - -- - Lead, copper, tin, zinc, antimony, platinum, aluminum, mag- 
nesium, chromium, battery lead scrap, palladium iridium, rho- 
dium, ruthenium. 

Apparel y Wool, asbestos, jute. 

SN MD. caniecd~bne sasha dda Wool, rabbit skins. 

Raw alligator skins. 
Tobacco Havana and Sumatra tobacco. 


TABLE 8.—Erxecutive opinion on tariffs, November 1954—June 1955 


Total ‘ Favor | Have | Have 
Group number | Favor Favor 


- no mixed no 
frms higher lower chatige | opinion 


Soci oaeatate sioeennemeneriaeaah a 45 
Machinery 28 
Miscellaneous small goods ; 51 
Food and kindred , 17 
Chemical 42 
Fabricated metal 60 
Primary metal 

Apparel and needle 

Paper and allied 

Textile mill ___-. 

ne 

Instruments and clocks. -...-.......-.--- 

Printing and —— i attendee ana neee 
Furniture and fixtures 

Tobacco ---.---- ae 

Stone, glass, and ceramics. 

Lumber and wood 

Petroleum and coal 

Rubber 

Automobile 


oe — 
Lown 


et 
CONAN HK ROOK RONS 


ME abs iinaicres's:+0.cuakek ema tae 403 | 84 | 


Percent__.- 100 | 21 | 


Note.— Based on answers to question 12, 
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There are many materials used which must be imported but are not identified 
as such because they are purchased domestically. hey are: Cobalt, tungsten, 
tin, nickel, bauxite (chief source of most aluminum compounds), manganese 
(without which no steel can be made) and others. Although some firms identi- 
fied them as imported many others did not. The dependence on imported ma- 
terials is thus even greater than table 7 indicates. 


F. OPINIONS ON THE TARIFF 


Executives were asked, ‘‘By and large, do vou favor higher or lower tariffs than 
we now have?” Table 8 on the facing page lists, according to manufacturing 
groups, the answers they gave. 

Of the executives, 21 percent want higher tariffs, 20 percent prefer lower, 15 per- 
cent favor no change and 38 percent have no opinion; 6 percent expressed inixed 
opinions, i. e., higher on some items, lower on others; or higher from one point of 
view, lower from another. The significant fact emerging from this table is the 
high percentage of executives having ‘“‘no opinion.” 

able 9 below is a breakdown of tariff opinion by the four trade interest classi- 
fications (see p. 9). 


TABLE 9.—Opinions on tariff by trade interest classification November 1954 to 
June 1955 


No 
| Higher Lower change 


Import competitive 
Mixed interest 
Export interest 

No expressed interest 


In the import-competitive-interest group, almost half favored higher tariffs. 
However, almost as many had no opinion. Responses in the mixed-interest 
group were fairly evenly divided between higher, lower, and no opinion. No 
opinion was the predominant sentiment in the export-interest group, although 
many did favor lower tariffs. No opinion was also the prevailing sentiment 
among those having no expressed interest. 


Reasons given for tariff preference 

Higher tariffs: 

A manufacturer of components of communications equipment: ‘‘I believe that 
everything here should be made by Americans for Americans.” 

A manufacturer of files: ‘We lost a $75,000 contract to an English company 
and put our workers on a 3- or 4-day workweek. We lost another $75,000 con- 
tract to Switzerland the year before. Our Government is not fair. We pay taxes 
to our Government, then they buy from another country. This affects all our 
suppliers, steel, paper boxes, etc.” 

A diomaker: “United States diemaakers are building plants in Europe or sending 
represéntatives to deal with German firms because even with import duty, molds 
are much cheaper from Europe because of their cheaper labor. Higher tariffs 
would equalize competition.” 

A scissors manufacturer: “Our products require 175 skilled hand operations 
giving a manufactured cost comprising 80 percent hand labor cost. We therefore 
cannot compete with products made in countries where labor is paid no more than 
25 pereent of wages paid in this country for the same operation with comparable 
production rates.” 

A maker of pharmaceutical chemicals: ‘Selectively higher so that vital indus- 
tries necessary for security be protected against cheaper labor which exists in 
foreign countries in the organic chemical industry.” 

Lower tariffs: 

A manufacturer of hatters fur: “If we export we must import so they can pay. 
They will go to other countries instead, and we will lose out. We pay too many 


ae to give away money. Help them make money themselves by lowering 
tariffs.” 


os pose of Mines, Together We Are Strong, Department of State, Pub. No. H614, December 1952, pp. 
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A manufacturer of paints and varnishes: ‘‘Many goods are manufaetured 
cheaper and better abroad and we would only be fostering uneeonomie industries 
here by not importing the superior product.” 

A manufaeturer of equipment for process industries: ‘Labor would not lose as 
mueh as it thinks it would. Larger markets would compensate for eompetitien 
created by imported material. It would widen the horizen of manufacturers by 
necessity of competing with foreign aes eo and make them aware of technological 
improvements. Mass produetion is cheaper than hand labor and will enable us 
to compete where we are best qualified.” 


No change: 


A manufacturer of wood and plastic cylindrical turnings: “Other people have 
to get along too. If others can make things cheaper it stimulates eompetition 
and improvement or it drives us into other fields which are better for us anyhow. 
Beeause of competition from Japan, we switched from beads to industrial turnings 
and are happier.” 

A maker of fire-fighting and smoke-detecting equipment: ‘‘A middle of the road 
has been reached with regard to tariffs. It seems to permit international trade 
to and from this country. There may be exceptions in particular industries 
requiring more protection.” 

Mized opinion: 

An executive in the primary-metals group, speaking for his firm stated: “Under 
present conditions we must have higher tariffs in order to survive. However, 
when the time comes, as a result of increased efficiency due to mechanization we 
ean compete without the help of tariffs, I would be in favor of free trade, since it 
would serye to increase our export business +t making dollars available to our 
potential eustomers. 1 would favor a gradual liberalization of tariff while giving 
eonsideration to the problems of specific industries.” 

No opinion: 

e@ lhe majority of executives in this group said that tariffs did not affect their 
business. However, this group also included those who had definite opinions on 
aspects of trade other than tariffs. 

A manufacturer of musical toys stated: “‘We are not concerned with raising of 
tariffs. We merely would like a clarification and equalization of custom duty for 
all business. There are lawsuits 25 years old in the toy business which have not 
yet been settled. Tariff rates need clarification rather than anything else. We 
cannot even get from customs the rate of duty until we specify use to which an 
item will be put. Some manufacturers import competitive items as musical 
instruments, not as musical toys and receive a much lower tariff duty. We have 
asked for rate of duty on such things as brass screws and find that we will have to 


pay a higher duty to use them for musieal toys than someone else will have te pay 
or a different use.” 


VI. Survey Resuits, 25 Laroest Firms 


This section of the report deals only with the interests of the 25 largest firms in 
the surveyed area, selected on the basis of number of employees, from the New 
Jersey Industrial Directory.’ These 25 firms each employ a minimum of 1,000 
workers. Employment figures used in this study are those reported by the 
manufacturer when interviewed, November 1954 to June 1955. 


DESCRIPTION OF THE FIRMS SURVEYED 


The same manufacturing divisions used in the general survey are used here. 
Table 10 below shows that the 25 firms interviewed account for almost one-third 
of the total manufacturing employment in the area. 


? Op. cit. See also footnote 2. 





ORGANIZATION FOR TRADE COOPERATION 665 


Tasie 10—Empleyment by manufacturing groups eompared with area total, 
November 1954 to June 1956 


Percent of | Employees 
Number of | Number of | total area | surveyed as 


8 


ht = BD hs GO BO BO OF GO 
—OFnoarns 
PN, wep oe 


PNAS DO= 


11 company manufactures products fitting into 3 eategories, and its employment is allocated among items 
with reference above. The company itself is counted only once, under ‘“‘Chemica!s.”’ 

21 company manufactures products in 2 categories and its employment is allocated between items with 
reference 2. The company itself is tabulated only under “‘Fabricated metals.” 


When we compare columns 3 and 4, we see that 8 electrical firms and 5 ma- 
ehinéty firms account for over half the total district employment in their fespee- 
tive groups. Almost three-fourths of the aircraft workers in the area are em- 

ores by the 2 firms surveyed here, and two-thirds of the textile mill workers 
y 1 firm. 
Products manufactured by these large firms 


Products 


Electronic components, tubés, measuring control instruments, 
telephone communications, light bulbs and parts, electronic 
transmission and distribution equipment. 

RGU as os ski. stcc cect ccc: Air-conditioning equipment, water coolers, calculating and ac- 
counting machines, elevators and escalators, pumps, com- 
bearings, water purification 


Beverages. 

Fine chemicals and pharmaceuticals. 
Not shown.! 

Precious metals, special alloy steels. 
Airplane components and accessories. 
Not shown.! 


! Because there is only 1 firm in the group, mention of its products would identify the firm with respect to 
information it considers to be confidential. 


Subsidiaries, branches, and foreign investments 

Ten of the companies are subsidiaries or divisions of larger companies. Another 
is one of a group of companies. 

Fifteen of the firms have subsidiaries outside the United States. One has 
honey abroad, Three others are divisions of companies which have subsidiaries 
abroad. 

Nine of the companies have investments abroad. Three others are divisions 
of companies whieh have foreign investments. 


INTEREST OF THESE LARGE FIRMS IN IMPORT COMPETITION AND EXPORTS 


The survey revealed that all of these firms have a direct foreign trade interest— 
a ey export, face import competition, or both. 
Table 11 below indicates the following breakdown: 2 companies, with 5 pereent 


of the workers, find imports competitive and do not export (import competitive 
i 


interest); 14 es, with 52 percent of the workers, mports competitive, 
but also export (mixed interest); 9 companies, with 43 percent of the workers, 
atid do not find iffiports to be competitive (export interest). 
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TABLE 11.—/nterest in import competition and exports November 1954 to June 1955 


Export Mixed 


Import 
competitive 
interest interest interest 


Electrica] ! 
Machinery ! 


ss 
me 


=P 
B8S85 


Pabricated metals 3....................---- 
Primary metals 


Textiles 


SSeS; 
a 


! See footnote 1, table 10. 
2 The employment of 2 companies is tabulated in more than 1 place. See footnote to table 10. 


Total interest in exports 


By combining the export and mixed interest groups, we find that 23 firms with 
95 percent of the big 25 labor force export to some extent: 9 firms export less than 
5 percent of their production (based on sales); 6 firms export 5 percent, manu- 
facturers of electrical equipment, toys, aircraft components, fabricated metal 
products; 7 firms export 10 percent, manufacturers of electrical equipment, 
machinery, chemicals, and pharmaceuticals; 1 firm exports 20 percent, a machinery 
manufacturer. 

Of the 14 companies which export 5 percent or more of their production, 9 
have the mixed type of interest, i. e., they also face import competition. 


Total interest in import competition 


By combining the mixed and import competitive interest groups, we find that 
16 firms with 57 percent of the workers face import competition. 

Six of these firms report that this competition has affected them unfavorably. 
Typical replies follow: 

“Any competition which detracts from the domestic market naturally would 
affect us unfavorably.” 

“Importation of several of the more important vitamins at low price have 
unfavorably affected our volume and profits. Wage rates in Japan, Germany, 
France, and Italy are far below United States rates.” 

Nine firms report ‘‘no change” in the effects of foreign competition on their 
business. Typical replies follow: 

‘‘Main sources of competition have not been able to design products to go with 
American equipment and cannot provide adequate servicing facilities in this 
market.” 

One manufacturer credits “improved production facilities” but adds: “Possibly 
Japanese imports could have an adverse effect if not for the tariff.” 

The imported product which compete with theirs “sell at higher prices than 
domestic. They do not constitute in total any sizable amount of the total * * * 
produced and sold by American producers.”’ 

The remaining firm affected stated that foreign competition had decreased 
since World War II. 


ABILITY OF THOSE FACING FORBIGN COMPETITION TO USE PRESENT PLANT 
EQUIPMENT FOR OTHER PRODUCTION 


Of the 16 companies which face import competition, 6 say they would be unable 
to use present plant equipment for other production. Included among the 6 
are 2 chemical and the 2 primary metal firms who also report unfavorable competi- 
tive effects. 


ASSISTANCE REQUIRED SHOULD CONVERSION BECOME NECESSARY 


Many firms considered the necessity for conversion most unlikely and therefore 
did not respond to the assistance questions. 

Six firms answered the question on types of assistance required by their com- 
panies. Three said they would need no assistance, 1 mentioned tax relief, 1 
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would like a conversion loan, and the other preferred help in industrial diversi- 
fication. 

Of the 7 firms responding to the question on types of assistance required by 
their labor force, 5 mentioned a labor retraining program, and 2, placement 
services. 

Of the 7 firms responding to the question on sources of assistance, 4 indicated 
they would need no outside assistance, 1 preferred Federal aid, another, State 
help, and a third would like the assistance to come from his local government. 


DEPENDENCE ON IMPORTED MATERIALS 


Sixteen firms with 64 percent of the labor force say they use imported materials, 
Eight report domestic substitutes are available, while eight report no domestic 
substitutes available for burlap, cork, raspberries, many precious metals, and 
many metallic alloys. 

Where substitutes were not available, manufacturers commented as follows: 

“Certain products require these items and the loss of them would be very 
serious. 

‘‘Business would collapse’’ if imported materials no longer were available. 

‘Products would be less palatable”? without imports. 

Where domestic substitutes were available, manufacturers imported because 
of cheaper prices abroad, better quality of the imported product, or in order to 
put dollars into the hands of foreign customers. 

Here again, the dependence on imported materials is greater than indicated 
above. Several companies use products like rubber, cobalt, and nickel which 
must be imported. They did not list them as imported, however, because they 
themselves do not import them directly. 


OPINIONS ON THE TARIFF 


Almost half of the executives favored lower tariffs. The breakdown was as 
follows: 4 favored higher tariffs, 11 favored lower, 1 favored “no change,” 5 had 
‘no opinion,” 4 expressed other opinions. 

Typical quotes follow: 


Higher tariffs 


“We need selective tariffs, real enforcement of the ad valorem principle and 
antidumping statutes, and limitation of foreign cartel operations insofar as they 
affect these markets, particularly in the case of Germany.”’ 

‘‘A chemical worker here receives many times more per week for the same job 
than does a worker in Japan, Germany, France, or Italy. The quality of the 
imported vitamins is good.” 

“T don’t believe we can maintain our standards of living over here if our work- 
men must compete with lower priced foreign labor. The textile people mav be 
faced with low-priced imported goods from Japan. I think that is catastrophic.” 


Lower tariffs 


“A lower tariff would give us a little competition and provide an outlet for 
certain types of materials that other countries are producing. We must depend 
on other countries for some items. A matter of good will is involved.” 

“We should devote our energies to products we can be competitive on, not 
waste time on what others can make cheaper. We need ‘balance’ to—if supply 
of an import is cut off we must have some domestic production to offset this.” 

‘‘We feel that high tariffs on goods coming into the country seriously reduces 
our foreign market’s ability to buy from us by depriving them of dollar ability 
todo so. Lower tariffs benefit American manufacturer by broadening his foreign 
markets and are very much in the interest of the national economy.” 

‘‘Former export markets are no longer available to us due to shortage of dollars 
in South Africa, Argentina, Brazil, ete. They have to use their dollars for more 
essential purchases. Our export volume could double.” 


Other comments 


‘‘We favor a general increase in the level of international trade. The country’s 
future economic welfare and security requires that barriers to natural foreign 
trade be minimized and that quotas and other artificial restraints and controls 
be removed. Unrestricted international trade will provide for a better trade 
balance and result in the availability of foreign currency exchange thus improving 
United States international trade. United States tariffs should be stabilized 
after due consideration of the defense production value of the affected industry.” 
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VII. AppEenpIx 


QUESTIONNAIRE USED IN SURVEY 
Name of company 
Address of company 
Products manufactured 
Number of employees 


Suggested introduction 


The League of Womén Voters is conducting a survéy to determine what stake 
New Jersey industry has in international trade. Your company has been selected 
in a scientific sample designed for us by the American Institute of Public Opinion 
of Princeton, N. J., using the New Jersey Industrial Directory. No names of 
individuals or companies will be given in the report of the survey. All companies 
and individuals will remain anonymous. 

la. Is your company a subsidiary of another company? 
( ) Yes. ( ) No. 
If yes to la, ask: 
b. What is name and location of your parent company? ; 
2. Does your company have any branches or subsidiaries outside the United 
States? 
( ) Yes, in which countries? ( ) No. 
Does your company have any foreign investments? 
tL ).. Yai. Eye 
. Does your company export any products or materials directly and/or 
indirectly? (indirectly, that is, through sale of any of in products or 
materials to other domestic companies which in turn sell them to foreign 
markets.) 
[yee 2 
If yes to 4a, ask: 
. Approximately what proportion of your total production, on the basis of 
sales, do these products or materials represent? 
( ) Less than 3 percent (specify). ( ) 10 percent. 
( ) 3 percent. ( ) Other (specify). 
( ) 5 percent. 
. Approximately what proportion of your labor force is used in thé produttion 
of these exports? 
) Less than 3 péreent (specify). ( ) 10 pércent. 
) 3 percent. ( ) Other (specify). 
( ) 5 percent. 
. Do you import any finished or semifinished parts or ingredients that you 
use in the manufacture of your products? 
( )y Yes. ( ) No. ( ) Don’t know. 
If yes to 5a, ask: 
. Could domestic substitutes be found for most of these semifimished and 
finished products, a few of them, or none of them? 
(.) Most. ( ) Few. ( ) Noné. ( ) Don’t Know. 
If they say most, ask: , 
c. Will you tell us why you import these products? 
If they say few or none, ask: 
. If you could not get these imported products, how would thik affect your 
businéss? 
. What are the principal raw materials used by this company? 
. Aré any of these imported? 
( ) Yes,whichones? ( ) No. ( ) Don’t Know. 
If, yes to 6b, ask: 
. Could domestic substitutes bé found for most of thesd raw materials, & few 
of them or none of them 
( ) Most. ( ) Féw. ( ) None. ( JY Noéopinion. 
If they say most, ask: 
. Will you tell us why you import these products? 
If they say few or none, ask: Mi daa 
~ i a cous not get these imported products, how would this afféot your 
siness 
. Are there any foreign made products which are in competition with yours 
for the American market? 
¢ )» Yess ¢ )_No. ) Don’t knoy. 
If answer to 7a is No, skip to question 12. 
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. Would you say that since the end of World War II, this competition has 
eee your business favorably, unfayorably, or has there been no 

' ehange 
( ) Favorably. ( ) Unfavorably. ( ) No change. 

( ) No opinion. 

. We'd be interested in knowing why you say that? 

. If foreign competition should increase to a point where it seriously threatened 
your business, could your plant equipment be utilized for production 
of other products? 

( ) Yes. ( ) No. ( ) Neo opinion. 
If yes to 8a, ask: 

. If your plant equipment could be utilized for production of other products, 
could you also continue to use the bulk of your labor force? 
( ) Yes. ( ) No. ( ) No opinion. 

If conversion became necessary, what types of assistance would your com- 
pany require: tax relief, conversion loan, help in industrial diversification, 
or any other? 

( ) Tax relief. ( ) Conversion loan. ( ) Industrial diversification. 
( ) None. ( ) Other. 

If conversion became necessary, what types of assistance would your labor 
force require: broader unemployment compensation, labor retraining 
program, placement services, or any other? 

( ) Broader unemployment compensation. ( ) Labor retraining pro- 
( ) Placement service. ( ) None. ( ) Other. gram. 

If conversion became necessary, would you prefer assistance from the 
Federal, State, or local government, local business commission, or from 
some other source? 

( ) Federal Government. ( ) State government. ( ) Local govern- 
( )Local business commission. ( ) Other. ( ) None. ment, 
12a. By and large, do you favor higher or lower tariffs than we have now? 
( ) Higher. ( ) Lower. ( ) Nochange. ( )No opinion. 
b. We'd be interested in knowing why you say that? 


The Cuarrman. Does that complete testimony from all of the 
witnesses from the League of Women Voters? 

Mrs. RugBHAUSEN. Yes, it does. 

The Cuarrman. I want to thank each of you for your appearance 
and splendid statement, and compliment you on the splendid manner 
in which you have organized your testimony for this appearance. 
Also, I wish to express appreciation for the splendid contribution you 
made in examining this very important question that we have for 
consideration. 

Are there any questions? 

Mr. Curtis. Mr. Chairman? 

The Cuatgman. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. I first want to compliment Mrs. Kennett, from my 
district in St. Louis, and say that the survey that the league con- 
ducted in St. Louis was objective, and the statistics that have been 
brought out in all of these papers are the kinds of things that are par- 
ticularly valuable to this committee. 

I want to join with the chairman in his commendation of this group. 

One comment I would like to point up in Mrs. Oblhaver’s state- 
ment is that 85 percent of the people interviewed in Illinois believed 
that the interests of the United States would be best served by an 
increase in foreign trade. I am happy to know that figure is so large. 
I think on this committee it would be 100 percent. 

The-issue, contrary to what a lot of people believe, is how we are 
going to do it rather than the objective. We are all interested in the 
objective, and the dispute is over the details. The statistics which 
yo ladies have gathered through your fine organization are going to 

e extremely helpful in helping us draw conclusions correctly. 
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Thank you. 

The Cnarrman. Are there any further questions? 

I also want to say that you have a very able representative here in 
Washington, and | refer, of course, to your Mrs. Douglas, who is very 
cooperative. We thank you ladies for your appearance and the very 
helpful information you have given the committee. 

hank you very much. 

The next witness is Mr. Eugene Gregg. 

Mr. Gregg, will you please follow the usual custom and give your 
name, address, and the capacity in which you appear, for the record? 


STATEMENT OF EUGENE S. GREGG, VICE CHAIRMAN, UNITED 
STATES COUNCIL OF THE INTERNATIONAL CHAMBER OF 
COMMERCE 


Mr. Greaa. In the first place, Mr. Chairman, I think I have in- 
herited a difficult spot on the program, following as I do the interest- 
ing presentations of the representatives of the League of Women 
Voters. I hope what I have to say will not be too anticlimactic. 

My name is Eugene S. Gregg. I am a vice president of the United 
States Council of the International Chamber of Commerce, 103 Park 
Avenue, New York City. I am president of the Westrex Corp., 111 
Eighth Avenue, New York City. 

I appear today on behalf of the United States Council to urge that 
the Congress enact H. R. 5550 which would authorize United States 
membership in the Organization for Trade Cooperation. We are 
satisfied that the enactment of this bill will be in the best interest of 
the United States. 

The United States Council is an organization of private business 
firms and associations. It represents the interests of the American 
business community in the International Chamber of Commerce. 
Through the international chamber, it is associated with similar 
groups in 35 countries. 

In a policy statement published in May 1955, the United States 
Council went on record as supporting United States participation in 
the proposed Organization for Trade Cooperation. The views of 
the United States Council on this subject today are as strong as they 
were last year. The purpose of my remarks is to amplify the reasons 
why the Organization for Trade Cooperation merits United States 
membership. 

The United States has a greater dollar and cents stake in freer and 
more orderly trade relations than any other country on earth. Our 
total merchandise exports and imports, excluding military shipments, 
are more than one-third greater than those of the United Kingdom, 
the next most important trading nation, and more than twice as large 
as those of the Federal Republic of Germany, at present the third 
most important trading country. Our exports alone, excluding 
military shipments, are greater than the combined exports of all the 
other countries of the Western Hemisphere. 

These facts suggest the magnitude of United States commercial 
interest in world trade. Even more important is our security interest. 
Not only does the United States depend on foreign sources for many 
strategic materials, but the whole free world coalition rests on a base 
of expanded trade and economic cooperation. As President Eisen- 
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hower has said, “It is essential for the security of the United States 
and the rest of the free world that the United States take the leader- 
ship in promoting the achievement of those high levels of trade that 
will bring to all the economic strength upon which the freedom and 
security of all depend.” 

That was from his message on foreign economic policy, on June 10, 
1955. 

For the past 7 years, the United States has exercised this leadership 
in promoting freer and expanded world trade through its participation 
in the General Agreement on Tariffs and Trade, GATT. The GATT 
is the most important agreement ever concluded for dealing with 
barriers to international trade. It provides for the reduction or bind- 
ing of many thousands of tariff rates affecting well over half of the 
world’s trade. Perhaps of even greater importance it lays down rules 
and principles affecting international trade to which 35 countries, 
accounting for close to 80 percent of world trade, have agreed to 
conform, and provides machinery for settling disputes, promoting 
commercial peace, and avoiding trade warfare. 

The proposed Organization for Trade Cooperation would administer 
the GATT. It would improve its present administration by providing 
for better machinery than exists. The functions now exercised by 
the GATT members in their periodic meetings would be transferred 
to this new Organization. The Organization would include an as- 
sembly, consisting of all countries party to the GATT, an executive 
committee of 17 countries of which the United States would be a per- 
manent member, and a secretariat. 

Much needed continuity to the operation of the general agreement 
would be added by the establishment of the executive committee to 
which the Assembly could delegate authority to act on problems aris- 
ing between Assembly sessions. Continuity and stability would be 
further enhanced by the creation of a permanent secretariat. The 
OTC would thus provide a permanent continuing structure for inter- 
national trade cooperation. 

More than two-thirds of United States trade is conducted with the 
other 34 member countries of GATT. These countries are in varying 
stages of economic development and have a great diversity of prob- 
lems and aspirations. The proposed organization would provide a 
more effective means of dealing with these countries on the many 
questions constantly arising in connection with the operation of the 
GATT. 

Even the present makeshift arrangements have proved useful to the 
United States in handling trade matters. This has been particularly 
true in regard to the removal of restrictions imposed on American 
exports by other countries for balance of payments reasons. GATT 
provides for periodic consultations on the part of members using such 
restrictions. These consultations have proved helpful in obtaining 
their removal. 

The South African Government, for example, attributed the relaxa- 
uon of its balance of payments restrictions to the insistence of GATT 
members. The Belgian, Dutch, and the Western German Govern- 
ments relaxed their restrictions as the aftermath of extensive GATT 
consultations. Today, balance of payments restrictions are at their 
lowest level in the twar period. American exports, however, are 
still hampered by the remaining restrictions. The Organization for 
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Trade Cooperation would put GATT consultation procedures for 
dealing with the restrictions that remain on a firmer basis. 

The periodic scotia of GATT have furnished an effeetive forum 
for the airing of complaints against national actions in conflict with 
the purposes of the agreement. Many disputes haye never had to 
come before the GATT members, having tt resolved simply by 
bilateral consultation. There have been many instances, however, 
in which bilateral diseussions did not serve their purpose. In guch 
cases the machinery of GATT was available. 

Although GATT’s i gs cannot be enforced on any nation 
which is unwilling to abide by them, the parties to the agreement cao 
recommend how a dispute showlil be settled and if their recommen- 
dation is not complied with they can authorize the aggrieved country 
to retaliate. 

The more usual course, however, has been to work out satisfactory 
solutions without recourse to formal action by the GATT body. 
Without the GATT machinery, disputes could easily deyelop into 
destructive trade warfare. The Organization for Trade Cooperation 
would provide a continuously operating body in which such disputes 
could be peacefully resolved, and more quickly resolved. 

The Organization for Trade Cooperation would not have authority, 
as I understand it, to impose any new obligations or increase the exist- 
ing obligations of the United States. It would not, therefore, as has 
been implied, have any authority to determine the degree of tariff or 
other protection to be given American industry. The United States 
would have the same power of decision that it now has regarding tariff 
protection, 

Simply put, the funetions of the OTC would be for the most part 
those which hitherto have been exercised by the GATT members at 
their annual meetings. These functions, however, would be put on a 
permanent and continuous basis. 

The United States has a tremendous stake in an orderly system of 
international trade. Support of the proposed Organization for Trade 
Cooperation is support for such a system. United States rejection of 
the OTC would have serious consequences. 

On this point, I ean do no better than to quote what President 

Eisenhower has said in his April 14, 1955, message: 
Failure to assume membership in the Organization for Trade Cooperation would 
be interpreted throughout the free world as a lack of genuine interest on the part 
of this country in the efforts to expand trade. It would constitute a serious set- 
back to the momentum which has been generated toward that objective. It 
would strike a severe blow at the development of cooperative arrangements in 
defense of the free world. It could lead to the imposition of new trade restrictions 
on the part of other countries, which would result in a contraction of world trade 
and constitute a abarp setback to United States exports. It could result in 
regional realinements of nations. Such developments, needless to say, would play 
directly into the hand of the Communists. 

The need for the Organization for Trade Cooperation is clear, I 
feel sure that when the Congress has weighed the question fully and 
carefully, membership in the proposed Organization will receive strong 
endorsement. 

The Cuargman. Does that complete your statement? 

Mr. Greco, That completes my statement, sir, 

The Cuarrman, We thank you for your appearance and the infor- 
mation given the committee. 
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Are there any questions? 
Mr. Stmpson. Mr. Chairman? 
The CuatrmMan. Mr. Simpson, of Pennsylvania, will inquire, Mr. 


regg. 

Mr. Stmpson. On page 4 of the statement, you refer to the South 
African Government having imposed certain balance of payment re- 
strictions? 

Mr. Grace. It had restrictions on imports and it claimed balance 
of payment difficulties were the reason for the restriction. 

Mr. Stimpson. Do you make the point they were not justified in 
imposing those restrictions? 

Mr. Greaa, After it had been argued in GATT, the South African 
Government came to the conclusion that they were not justified. 

Mr. Simpson. Under pressure? 

Mr. Greae. No, by consultation and by discussion. 

Mr. Simpson. You used the word insistence of GATT members. 

Mr. Greaa. They kept after them for several years before they won 
their point. It was by persuasion. 

Mr. Simpson. Where they threatened with reprisals? 

Mr. Greaca. No, not that I know of. 

Mf. Stmpson. You know they were not? 

Mr. Grece. Not that I know of. There were no threats of re- 
prisals. 

Mr. Simpson. Do you mean they were persuaded that they made a 
mistake in their balance of payment? 

Mr. Gruac. The South African Government admitted that it had 
kept the restrictions on imports longer than could be justified by the 
argument of balance of payments. 

Mr. Simpson. And not due to the insistence in the sense that there 
was any undue pressure imposed on them? It is my contention that 
it was undue pressure, unreasonable pressure, that they weré foreed 
to lift those restrictions contrary to their better judgment. 

Mr. Grece. You may have better knowledge oa the subject than 
I have, Congressman, but my impression is just the opposite, that it 
was & matter of persuasion and continuing arguments. The South 
African representatives finally had to admit that they had kept the 
restrictions longer than the balance-of-payment reason justified, and 
they then removed them, or greatly reduced them. 

Mr. Simpson. You recognize and agree that a duty of GATT is to 

uestion the imposition of these restrictions, and to put the country 
that so levies them on a continuing defensive to justify those restric- 
tions? 

Mr. Greaea. Well, I don’t quite get the implication of your question. 
A country, like South Africa, in what it considered was its best inter- 
est, placed restrictions on imports and used an argument of balance 
of payments as the reason and then could not sustain any longer that 
argument. They gracefully gave in and reduced the restrictions. But 
it was done by consultation and by persuasion, and so far as I know 
there was no threat. I do not see what threat GATT could have 
given them, because GATT has no power to enforce. It has only 
the power to persuade. 

Mr. Simpson. Well, they allow them compensatory penalties. 

Mr. Greaa. Yes, but that is to compensate when a balance had been 
reached, and then one party changed that balance. Then they allow 





674 ORGANIZATION FOR TRADE COOPERATION 


a compensation. I think we are very fortunate in having GATT, 
because that compensation might be overcompensation in many cases, 
as it was in the past, and trade wars might easily result. I think 
GATT has a great tendency to settle those things by persuasion, and 
to prevent retaliation from getting out of line and being out of pro- 
portion to the original injury. 

Mr. Simpson. Yes, but in this instance, in order to protect the 
economy of South Africa, and in the exercise of their rights, to protect 
their country they imposed restrictions. They are immediately 
thrown to the defensive to all the other countries of GATT and they 
are outvoted. 

Mr. Greae. I am sorry, sir, they were thrown on the defensive 
because of the argument they used, because of the excuse they used 
for it. If they had not used the balance of payment excuse or reason, 
it would never have come within the consultative provisions of GATT 
to question it. GATT has no right to question what a country does 
in its own interest. But if a country does something by way of re- 
striction and uses an argument that will not hold up, GATT, by argu- 
ment, will then try to get that removed. 

Mr. Stmpson. The question of whether it holds up or not is a ques- 
tion Set determined by South Africa but by the other countries of 

ATT. 

Mr. Greaa. No, sir. South Africa did not have to remove one re- 
striction if it did not want to. Words break no bones. They could 
have argued until they were blue in the face. If South Africa had 
not wanted in its own interest to remove those restrictions, South 
Africa would not have removed them, in my opinion. 

Mr. Stupson. GATT then would have eam forced to pay or to 
compensate for those restrictions. That is correct; is it not? 

Mr. Greaa. Not according to my understanding of it, because the 
restrictions had previously been accepted, and the balance had been 
arrived at in the negotiations of GATT. You get your compensation, 
as I understand it, sir, only when that balance is changed by one 
country. 

Mr. Stimpson. I do not to be confusing to you. It is my under- 
standing that starting anew, if, from this moment, for some rea- 
son or other a country puts on a restriction for balance of payment 
reasons, that GATT will examine it, at the request of a member nation, 
and if they do not approve the imposition of that restriction, they will 
define a compensation which must be paid by the countries imposing 
the restriction. 

Mr. Greece. GATT does not, as I understand it, define a compensa- 
tion. If another country thinks it has been injured in this balance 
by an action of one country, that country will retaliate and GATT, in 
general, will try to see that the retaliation is not greater than the injury. 

Mr. Stupson. That is what I call a compensation. 

Mr. Greae. I do, too. 

Mr. Simpson. The country that is permitted to retaliate by GATT, 
determines what the country is going to be penalized? 

Mr. Greae. The country that has been harmed by it. In our own 
country, when we put the quota on cheese, The Netherlands, I believe, 
thought they were unduly harmed, and wanted to put restrictions on 
wheat flour imports from the United States in excess of what the other 
members of GATT thought the injury was, and The Netherlands 
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listened to the arguments in GATT, not because they had to but 
because they were persuaded to. 

Mr. Simpson. That is right. And, therefore, the farmer, the man 
who raises the wheat flour, who perhaps i is not in the cheese agreement 
at all, is penalized because his government saw fit to protect it. 

Mr. Grecc. If there had not been a GATT in that case, the farmer 
would have been hurt much more, because The Netherlands were 
going to retaliate much more. They were going to retaliate in excess 
of the injury that was done to their exports of cheese to the United 
States. The injury, sir, I am sure would have then been greater. 
We would have gotten back to the trade warfare of the early 1930’s 
very quickly in a situation like that. 

Mr. Srmpson. You are entitled to your opinion, sir. Thank you. 

The CuarrMANn. We thank you, Mr. Gregg, for your appearance 
and the information given the committee. 

Mr. Grece. Thank you. 

The CHarrMan. The next witness is Mr. William L. Batt. 

Please give your name, address, and the capacity in which you 
appear. 


STATEMENT OF WILLIAM L, BATT, PHILADELPHIA, PA. 


Mr. Barr. My name is William L. Batt, from Philadelphia. 

I am here in my personal capacity, and I wanted an opportunity 
to talk to this committee, Mr. Chairman, and gentlemen, out of some 
considerable experience I have had in negotiating for the United 
States Government during wartime and subsequently, and in negoti- 


ating with other governments on various forms of agreements, con- 
tractual arrangements. 

I retired from business 6 years ago when I went in Government, 
and I represent today my personal capacity only in a group of agencies, 
such as the World Affairs Council in Philadelphia, and others, who 
consider themselves engaged in the public interest. I am not going 
to read this report, in deference to the committee in time, but I have 
filed a number of copies with the committee. 

The CHatrmMan. Without objection, the entire statement will ap- 
pear in the record. 

(Mr. Batt’s prepared statement follows: ) 


STATEMENT By Wiiuiam L. Barr 1n Support or H. R. 5550, ro AuTHoRIzE 
Unitrep Srates MEMBERSHIP IN OTC 


My name is William L. Batt. I live in Philadelphia and have retired from 
business. 

I asked for the opportunity to testify before this committee on behalf of this 
bill because of my long interest in and rather intimate experiences with some of 
the problems and issues which are involved. I have felt that because of my past 
association with these matters, I might perhaps make some contribution to an 
understanding and appreciation of what is at stake for the United States and for 
the free world in this legislation. 

Let me take a moment, if I may, to indicate briefly my background as it relates 
to the issues before you. For many years I was president of SKF Industries of 
Philadelphia, ball and roller bearing manufacturers. During the war I was Vice 
Chairman of the War Production Board and as part of that capacity was Chairman 
of the combined Raw Materials and Production and Resources Boards. In 
recent years I have had the privilege of serving in London as Minister for Economic 
and Financial Affairs and as representative of the Defense Department on NATO 
Production Board, later in Paris as Deputy for Financial and Economic Affairs 
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in the office of the United States Representative to NATO and the OEEC. I 
should add, because it bears closely on this issue before you, that in 1948 and 
1949 I was chairman of the Committee for the International Trade Organization, 
a group of private citizens orgatiized in support of the ITO. I was, therefore, 
active amongst those urging its approval by Congress. 

Because of the obvious historical relationship between the ITO and the GATT— 
and thereby the OTC—it might be useful, for the sake of perspective, to recall 
briefly the times and the circumstances in which the ITO charter was conceived 
and negotiated. 

As a formal expression of purpose it might be said to have its real origins in the 
declarations of policy contained in the Atlantic Charter signed in 1941, which 
endorsed the general principle of equal access by all nations to the trade and raw 
materials of the world. This was followed in 1942 by article VII of the United 
States lend-lease agreements which expressed the same objective in somewhat 
more concrete terms. It was not until the end of the war, however, that the 
United States made its first public presentation of an embryonie ITO, in its 
“Proposals for Expansion of World Trade and Employment.”’ 

It is highly significant to remember that these proposals grew directly Out of the 
experience the United States had had in world trade in the 25 years between the 
wars, and more particularly in the period following 1934 after the first Trade 
Agreements Act was passed. 

It is also important to recall that the interwar pret had been characterized 
by a sharp drift away from the relative freedom of trade which prevailed before 
1914. Instead, world trade had become more difficult, more restrictive, more 
discriminatory. It had moved in the direction of higher tariffs, quotas and 
embargoes, exchange controls and more complex customs formalities. The 
economic exhaustion of the first war, followed by worldwide depression of the 
thirties, had led increasingly to economic autarchy and government manipulated 
trade, relieved only by the countertrend made possible through our feciprocal 
trade agreements legislation. The Second World War, with its vastly greater 
devastation and the virtual economic bankruptcy of many of the nations of the 
world, presented, in 1945, a situation which lent little hope for a return to the kind 
of freedom in trade the world had known before 1914—indeed, it might well 
promise something far worse than had marked the interwar period. It was in 
these circumstances then, and against that unhappy background of past éxperi- 
ence, that the United States with its economic power largely unimpaired, made its 
original proposals for a worldwide code of fair-trade principles. 

These principles might be summed up as follows: 

1. Equal treatment for the trade of all nations. 
2. Reduction of tariffs and preferences. 

3. Elimination of quotas. 

4. Klimination of restrictive business practices. 

With the election of the Labor Government in Britain in 1945, the United 
States became the only remaining great nation devoted largely to laissez-faire 
principles and private enterprise. Besides the political leadership of the world, 
economic leadership had been tlirust upon us. We had to choice but to exercise 
that leadership. ‘The flush of enthusiasm for world cooperation, which it was 
hoped could end forever the catastrophe of war and which gave forth to the 
United Nations and its affiliated organizstions, gave us an unprecedented oppor- 
tunity to achieve in the trade field, the kind of cooperation and liberalism we had 
sought for 30 years. 

But to return to the chronology of events; during the next year—1946—these 
propossls were elaborated by the United States, United Kingdom, France, 
Poland, and Czechoslovakia, and were adopted as a basic for discussion at a 
London meeting in October-November 1946 of the first preparatory committee 
of the U. N. Conference on Trade and Employment. The draft charter which 
issued from that meeting was further developed in Geneva in 1947 by a 17 nation 
preparatory committee and the resulting Geneva charter was then presented to a 
conference of more than 60 nations meeting in Habana during the winter of 1947-— 


During the Geneva meetings, and because it was anticipated that some time 
would elapse before the whole charter could be finally approved and adopted, a 
provisional agreement on tariffs and trade or GATT, was agreed upon. GATT 
incorporated the commercial policy provisions of the draft charter contained in 
chapter IV of the ITO draft and acceptance of this agreement enabled the 23 
countries who signed it to proceed with their tariff negotiations without waiting 
for final approval of the charter. 
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In thé meantime in the United States, public hearings on the London draft 
charter had been held by the State Department in February 1947 and by the 
Senaté Finance Committee in March of the same year. In March 1948, the 
document to be known as the Havana Charter was signed by 54 nations and 
became open for ratification by the legislatures and parliaments of the world. 

The Havana Charter was an ambitious and immensly complex document. 
However, in spite of 2% years of negotiations with most of the countries of the 
world representing almost every conceivable economie philosophy, it seems to me 
to be fair to say that the original United States proposals were maintained es- 
sentially intact. It was popular to say at the time, even among strong supporters, 
that the Havana Charter was not perfect. Of course it was not perfect—no 
agreemént hammered out by 54 nations could be perfect. It contained some 
things, urged by governments whose economic philosophy tended toward central 
planning and state control of economic activity; that we would have preferred 
to leave out. But we weren’t bound by them, and there were emphasized as 
desirable, such economic objectives as increased production and demand, general 
economic and industrial development, full employment, with which no one 
could quarrel. Most of these objectives were included in our own Employment 
Act of 1946, as to which one hears little but praise today. There was widespread 
criticism, however, that in the attainment of these ends the ITO would become a 
supranational government, determining internal policies of the member govern- 
ments, and this attack was continually pressed. 

It seems quite clear to me that this claim was utterly without foundation. 
The ITO would have had no power to intervene in any country’s domestic affairs 
nor affect in any way its full sovereignty. 

But in any event the criticism persisted, and added to it the accusation of 
advocating international socialism, global planning, allocation of production and 
markets. In the minds of some, the charter was too loose, its principles compro- 
mised by too many exceptions and loopholes; in the minds of others, it went, too 
far in its strictures. Some said it covered too much ground, it was too technical; 
others, that it did not go far enough and left open wide areas impinging on the 
field of international trade which ought to be covered. 

To sum up, however, the bulk of the criticism was directed at those provisions 
and objectives essentially extraneous to the commercial policy clauses that were 
actually the important elements of the charter. It was these commerci?l policy 
clauses that were largely contained in chapter IV, which the United States in 
its negotiations, had advocated most strongly; this was the sort of condition we 
had incorporated in our series of bilateral agreements under the Trade Agree- 
ments Act for the purpose of insuring that the tariff concessions we had obtsined 
would not be nullified by the imposition of other kinds of barriers to trade. Let 
me emphasize that it is this group of largely noncontroversial provisions 
which make up the GATT and upon which rests the best assurance we have of a 
world trading system based on nondiscrimination and equitable treatment for all 
nations. Even more important, it represents the objective of a world as free as 
practicable of artificial governmental restraints on trade, which is precisely what 
the United States has been urging for 20 years. 

It has seemed to me important to devote this considerable time to an aecount 
of the genesis and provisions of the ITO in order that a clesr distinction may be 
made between it and the GATT-—OTC. 

Thus, while the ITO charter contained undertakings with respect to full employ- 
ment, fair labor standards, promotion of economic development, international 
investment, restrictive business practices or cartels, and intergovernmental 
commodity Agreements, the GATT conteins none of these. The OTC whieh it 
is proposed would administer the GATT, would not and could not administer 
anything else. 

As for commercial policy provisions to which I have referred as so important, 
the GATT as recently revised differs in some respeets from those of the ITO 
charter. For instance, the commitment contained in the ITO charter to enter 
tariff negotiations upon the request of any other member was not carried over 
into the GATT. A member of the GATT is entirely free to enter or not to enter 
any future tariff negotiations. The GATT provisions circumscribing state trading 
are shorter and simpler than their counterpart in the charter. The commitment 
limiting freedom of action in the liquidation of strategic stockpiles was not in- 
cluded in the GATT. The ITO provisions on subsidies went much farther than 
those in the GATT. 

The chapter in the ITO Charter on general objectives and purposes is similar 
to article I of the GATT, but the GATT is restricted in its manner of achieving 
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these objectives to the reduction in trade barriers and the elimination of diserim- 
ination in trade. Chapter VIII of the ITO Charter, on settlement of differences, 
was not included in the GATT and much simpler procedures are established for 
dealing with cases of nullification and impairment of the benefits of the agreement. 
The major general exceptions and reservations, such as those dealing with national 
security, publie health, and morals are included. 

The organizational provisions of the ITO Charter will now have their counter- 
part in the OTC but in a much simpler and more restricted form for the obvious 
reason that the GATT is far narrower in scope and covers only a single field. 

This then is a brief, and I believe accurate, comparison of the ITO Charter and 
the GATT. In the 7 years which have elapsed since the charter died in a con- 
gressional committee, the GATT has carried on. During its short life, some 
60,000 tariffs have been reduced or bound, trade wars have been abolished and 
the clear objective of a free multilateral world trading system has been kept 
before us, agreed to by 35 nations encompassing over 80 percent of the world trade. 
This is a remarkable feat considering the provisional nature of the general agree- 
ment, and its lack of a permanent organization or secretariat. It obviously 
contrasts completely with the period 1919-39. It seems to me the time has long 
since come for us firmly to establish this GATT organization if only from the 
standpoint of efficient operation. Handicapped as it was by insecurity and 
uncertainty, it has proved its worth as much by the things it has prevented as by 
what it has accomplished. 

I should like now to draw upon my experience in Europe, if I may, to comment 
on the commercial behavior of some of the foreign members of GATT, as to whose 
failure to observe a good trading behavior so much has been said by opponents of 
this legislation. 

A specific criticism I wish to deal with is the contention that while the general 
agreement contains a prohibition against the use of quantitative restrictions, it 
has in practice done little to eliminate them. It is contended that the exeeptions 
are so broad that almost any country can find justification for their use. Most 
countries in fact do, to a greater or lesser degree, employ these restrictions against 
United States exports. 

This is a serious matter and may not be lightly dismissed. The principal rea- 
son for the maintenance of quota restrictions, aside from those of a protectionist 
nature, such as the United States and other countries maintain on certain agri- 
cultural products and which must be dealt with separately, is the so-called bal- 
ance-of-payments reason. This is based on the “dollar shortage’ or inadequacy 
of gold and dollar reserves, shared by most of the countries of the world. I 
presume most people are agreed that this dollar shortage is, broadly speaking, 
the result of the physical exhaustion caused by the late war, the time required 
for restoration of production, the relatively rapid capital formation in countries 
struggling to catch up. These factors, together with the political necessity 
everywhere to maintain a tolerable standard of living, inevitably created infla- 
tionary situations which resulted in a drain on currency reserves, primarily 
dollars. 

In spite of the huge United States foreign-aid programs over the past 10 years, 
this situation is not yet completely corrected, although substantial gains have 
been made. But what has the GATT, with its general prohibition against quota 
restrictions, done about correcting the root causes, its opponents say? It is 
only correct to say that the GATT directly, of its own power, has not done any- 
thing. That in itself may be the best refutation of the charge that member 
countries have given over part of their sovereignty to an international organiza- 
tion. For the GATT to have done anything about correcting the causes of 
balance-of-payments deficits would have meant direct intervention in the in- 
ternal affairs of the countries concerned. The GATT could not and cannot do 
that. What the GATT have done and is doing is simply by general agreement 
to set up some ground rules, to require the countries concerned to give public 
justification about their restrictions to each other in terms of their financial 
situation, and then to provide that they present a program for improvement of 
the situation. It has acted as a mediator, not a ezar, or even an arbitrator. It 
has no sovereign power. 

This to be contrasted with the OEEC, a completely different intra-European 
set up, the Organization for European Cooperation with which, as I have said, 
I was associated for a time as United States observer. When an OEEC member 
country is in serious deficit with the Organization’s European Payments Union 
and intensifies its trade restrictions, the Organization makes an intensive study 
of the member’s internal economic and financial situation and based on that 
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study, specifically and directly, makes strong recommendations for its improve- 
ment. ut even here, we find no compulsion or arbitrary direction. 

Any national may feel quite safe that the GATT and OTC has no power to 
interfere in the internal affairs of his country. 

But what could these countries with acute balance of payments difficulties 
have done in the last 10 years to solve their problems and put themselves in 

sition to compete directly with United States products in their home markets, 
without the protection of quota restrictions? Well, they could have done sey- 
eral things; they could deflate their economies by pursuing tighter monetary 
policies; they could reduce their investment programs, which sometimes were 
too ambitious; they could balance their internal budgets; they could set their 
exchange rates free, which would be in effect a devaluation. But all of these 
steps are the very things calculated to bring on an economic recession or depres- 
sion: few governments have been ready to face the political consequences of an 
important amount of unemployment and popular distress, to say nothing of 
probable Communist gains. The resulting slowup in production and reduction 
in standard of living might have enabled them to balance their trade on a basis 
free of restrictions. But to be perfectly realistic, there isn’t a government 
in the world, including ours, which is prepared to follow these policies because it 
would have been political suicide. What most of them have done instead, in 
an attempt to catch up to the United States, is to pursue more or less heavy 
investment programs, support booming economies with the degree of inflation 
necess*ry, maintain fixed exchange rates and finally to restrict imports to con- 
serve their foreign exchange. These policies, together with United States aid, 
have, up to now, generally served their purpose of bringing about substantial 
increases in production, while maintaining heavy demand and a high level of 
employment. Obviously, however, these measures should be depended upon 
less and less, as is the fact today, but only some piece of effective international 
organiz°tional machinery can contribute to sound and continuing solutions and 
reductions in barriers. 

The crucial question is, How do we deal with this uncertain future? Do we 
continue to work together as a group of freedom-loving countries, determined to 
work out their trade problems together; pressing for a progressive return to a 
nondiscriminatory world where each country faces the best competition that 
exists and trades it out as best it can? 

Or do we reject the OTC, serve notice on the rest of the world that we intend 
to go it alone and so create rival trade and monetary systems in our western 
world economv? Can that oo contribute to the strength of these freedom- 
loving nations? Can there be anything better calculated to please the Commu- 
nist-dominated part of the world? 

I cannot state too emphatically that my own experience leads to the firm con- 
clusion that, should our Congress refuse to approve the OTC the consequences 
in the rest of the world could be catastrophic. For, in effect we would be saying 
that we are no longer devoted to a single multilateral nondiscriminatory trading 
system for the free world; that we are indifferent to the danger that a substantial 
part of our world including Western Europe, the rest of the sterling area, the 
franc.area and guilder area—and including India, the Middle East, part of the 
Far East, and most of Africa—might well set up a tight trading system of their 
own. We would be saying that we no longer chose to cooperate with our partners 
in the freedom-loving part of the world, in an orderly handling of world-trade 
problems. The hands of those elements who fear the competitive power of the 
so-called American colossus would be vastly strengthened, and they could then 
urge upon their governments a policy of two trading worlds. They would then 
never have to face directly United States competition, and the responsibility 
would be squarely on the shoulders of the United States. Secure behind their 
bulwark of quota and other discriminatory restrictions, they could maintain all 
the eartel arrangements they wanted, in the confidence that they would not be 
rudely disturbed by low-cost dollar competition. I can assure you that there 
are many in Europe who hold those views (the European Socialists on the left 
and eartel-minded European businessmen on the right) and they are extremely 
influential. 

Thus while congressional rejection of the OTC might not necessarily mean to 
us Americans that we are thereby permanently forsaking out principles of non- 
een trade, it would almost certainly be so interpreted by those 
abroad. 

The free world has come a long way in the last few years. Most of the im- 
portant trading countries of the world seem closer to a position where they can 





680 ORGANIZATION FOR TRADE GOOPERATION 


take the risk of currency convertibility. Through the continuous efforte of 
OEEC, there has been substantial relaxation of restrictions against United 
States exports, and a marked improvement in thé condition for trade between 
themselves. The question before us as I see it is whether this process is to be 
continutd, or whether the process is to bé revefsed and we are to go baek to the 
trade warfare of the past. 

The action of the United States on the OTC is likely to provide the answer 


The CuarrMan. You may procéed. 

Mr. Barr. I would like to pick and choose, Mr. Chairman, in the 
interest of time, as I look at the clock, and as I know you are trying 
to hear other people this aftertioon, 4nd comment on some of those 
things that have not been touched upon so far as I have heard today. 

The CuairmMan. You may proceed. 

Mr. Barr. I intended to point out some of the vital differences 
between ITO and this present organization OTC, but that was 60, I 
thought, excellently déne by Mr. Gardner and Mr. Rubin, that I 
shall not waste your time in that area. 

I did want to call to the committée’s attention what, of course, is 
perfectly obvious to all of us, what happened between World War I 
and World War II, and the situation which we, as the econoriié as 
well as the political leaders of the world, at the end of World War 
II, faced as we looked toward the future. 

It is very easy when one is doiig Monday morning quafterbacking 
to say what he would have done on Saturday. But thosé 6f us who 
were in Government, as I was, in the War Production Board as 
Chairman of the Coordinating Committee for Rubber at the end of 
1945 and 1946, as we looked at thé coiiditions of the world then, and 
remembered what had happéned tradeWwisé in the period between the 
World War I and World War II, we were gravely apprehensive that 
worse things could happen after World War II. The world was in a 
very much worse Cohditidfi so fa? 4s the destfuction of its physical 
properties was concerned, and to all the éthef countries of the world, 
except the United States, the damage’had been very much greater. 
That is, it had been far more widespread than in World Warl. The 
world had learned how to behave in & véfy bad way in the period of 
the 1930’s, and there was no confidencé that that thing would not be 
done _~ again in a much moré destructive fashion after World 
War II. 

Therefore, it seemed incumbent on the United States to take a 
position of advocacy, of some sort of an arrangetnent that would tend 
to preserve some order in the business of the world. We were very 
hopeful then, gentlemen, about the efficacy of world organization, and 
you will remember as well as I do that we went into the United Nations 
with the high hope that we had found ah answer to the preservation 
of world peace. 

We approached the financial problems in the same way. We hoped 
that the bank would readily make available the capital necessary to 
rehabilitate as much of the destruction of the world as possible. We 
hoped that the fund would get the exchange situation solidly in hand 
in prompt order. 

Generally, we had a great many hopes which have not been borne 


out. 

The ITO was one of those hopes. Mr. Gregg has pointed out to you 
the things that have been done by GATT in this period since the ITO 
was refused the approval of the American Congress. You could add 
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a great deal more to that, I think. He leaked at it primarily from the 
point. of view of the United States. I sat in Europe from the middle 
of 1950 to the end of 1953 as one of the representatives of the United 
States before NATO and the Organization for European Economic 
Cooperation. In that way, one had a good opportunity to see what 
was happening in Europe. 

There has been a very considerable amount of order brought about 
over there, whereas there could have been a tremendous and appalling 
amount of trade conflict. 

I think it is overlooked that in that period of reeonstruction Hurope 
has been taking, at least since 1950, from 5 to 10 percent of its national 
income for the purpose of building up its own reserve of military 
strength. That has been a large charge on those economies. [ 
would like to emphasize again for the committee’s attention that the 
GATT organization in these last years has preserved a very con- 
siderable amount of order as between these trading nations of the 
world, for which it seems to me we ought to be very grateful. 

As a businessman of some 45 years’ standing, I realize perfectly 
well what happens when people begin to fight, and what emotions 
take the place of reasoned judgment. I think on the whole the world 
has ee to maintain some kind of reasoned judgment in this 

eriod. 

r The proposal which sets up an. organization that will more effec- 
tively administer GATT seems to me to be one that represents good 
commonsense, If one asks oneself, and I think one must, what the 
refusal of this body, this Congress, to approve OTC would mean, I 
think one is justified in trying te put oneself in the shoes of the people 
in the other parts of the world who trade with us, to ask what they 
think, because it is not particularly important what we Americans 
think about the attitude of this Congress on a point of this kind. At 
least, it isn’t critical what we think. It is critieal how the rest of the 
world views that. 

I consider that a rejection of the OTC by this Congress could have 
very serious effects in the attitude or mind of the rest of the world. 
One ought to remember, gentlemen, that there are large groups, large 
blocks of people, in the ke rts of the world who are afraid of open 
competition with the United States. The worry much more about it 
than we do competition from abroad, as Sie observed over a good 
many years. They call us the American colossus. They are terrified 
of our efficiency. They are unhappy about our size. 

We represent roughly 20 percent of the trade of the world. There- 
fore, how they react, as I see it, is something we ought not to lose sight 
of. I believe they would regard the rejection of OTC by this Congress 
as a definite change in that forward-looking policy which the United 
States has been taking for the last good many years. It seems to me 
that that would be very critical. 

A good deal has been said in my hearing before this committee today 
about the advantages or disadvantages of bilateral versus multilateral 
negotiation. I was in both for the 5 years of the war, when I was vice 
chairman of the War Production Board and the head of the combined 
raw materials board as well as the American representative and chair- 
man hg the combined raw materials board and the production resources 

ard, 
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During my 3% years in England and in Paris, first as economic 
minister, representative of the Marshall plan in England, and then as 
one of our staff in Paris, at NATO and OEEC, I don’t hesitate to say 
to you that I think we get along much better in multilateral negotia- 
tion than we do bilateral. 

I saw a distinguished representative from the British Government 
in here this afternoon, and I will say to you that I would rather have a 
negotiation with Britain with Canada in the picture than not, and I 
suspect the British feel the same way, because it is useful to have some- 
body in a discussion who will accept a middle-ground position and help, 
like a mediator, to the resolution of differences. 

In OEEC and in our NATO relationships, it didn’t happen occa- 
sionally but very regularly that there are friends, representing the 
smaller countries particularly, who do not have a large stake in the 
immediate issue, but who are just as shrewd negotiators as our people, 
and we will have those friends pick up our battle and carry it for us 
much more effectively than we would have carried it ourselves. 

Therefore, I suggest to you, in my judgment, with the complexity 
of the negotiations on tariffs today, it would not be in the United 
States interest to be required to negotiate bilaterally, but that the 
multilateral approach is the only certain way. 

I think, Mr. Chairman, that that represents the principal part of 
those personal experiences which I have had for about half of the last 
15 years in working with Government, and from the background and 
point of view of a businessman. I obviously strongly support the de- 
sirability of setting up an organization like OTC, and it is my mature 
judgment that that should be the position for the United States to take; 

I know it is late, and I will not prolong this argument other than to 
thank you. 

The CuarrMan. Does that complete your statement, Mr. Batt? 

Mr. Barr. Yes, it does, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Are there any questions? 

If not, we thank you, sir. 

Mr. Barr. Thank you. 

The CuarrMan. The next witness is Mr. Vincent J. Bruno. 

Please give your name, address, and the capacity in which you 
appear, for the record. 


STATEMENT OF VINCENT J. BRUNO, ASSISTANT DIRECTOR, 
WORLD TRADE DEPARTMENT, COMMERCE AND INDUSTRY 
ASSOCIATION OF NEW YORK, INC. 


Mr. Bruno. Mr. Chairman, my name is Vincent J. Bruno, and [ 
am the assistant director of the world trade department, Commerce 
and Industry Association of New York, which is the recognized service 
chamber of commerce for the New York metropolitan area, and 
includes within its membership a comprehensive cross section of the 
commercial and industrial activity of New York. 

I am appearing on behalf of the association to urge this committee’s 
favorable action on H. R. 5550, a bill which would authorize United 


States participation in the proposed Organization for Trade Co- 
operation. 
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The Commerce and Industry Association has repeatedly approved 
our country’s reciprocal trade program, which was formulated as a 
basic plank in United States foreign economic policy in 1934, and has 
been continued through successive administrations up to the present 
time. 

Having watched the development of the multilateral trade agree- 
ments program since 1947 as a means of expanding international 
trade, we recognize that an administrative agency, such as is en- 
visioned under H. R. 5550, is necessary to pursue more efficiently 
the discussion of trade problems among the free nations of the world, 
and the negotiations of misunderstandings or disputes which inevitably 
arise between countries due to unforeseeable economic changes. 

We believe the proposed Organization for Trade Cooperation 
should have bipartisan endorsement by this committee and by Con- 
gress inasmuch as it is no more than a logical extension of our tradi- 
tional reciprocal trade program and has been proposed by this country 
as a needed agency for more efficient and expeditious administration 
of current and future trade agreements. 

We are satisfied from our study of the subject that the OTC charter 
specifically prohibits it from imposing any obligations upon its mem- 
bers which they have not already assumed under other agreements. 

I want to emphasize that the Commerce and Industry Association 
of New York, representing business firms, large and small, in all areas 
of financial, commercial, and industrial activity of the city of New 
York, supports United States participation in the Organization for 
Trade Cooperation as a means of infusing greater administrative 
efficiency in the implementation of its foreign economic program. 

Thank you. 

The CuarrMAN. Does that complete your statemeat? 

Mr. Bruno. It does, sir. 

The CuarrmMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

The next witness is Mr. John C. Ray. Is Mr. Ray here? 

Mr. Cartos E. Toro (Detroit Board of Commerce). Your witness, 
Mr. Ray, waited throughout the day, but unfortunately he had to 
return to Detroit for an important business engagement. May I 
read the statement for Mr. Ray, sir? 

The CuarrmMan. Would it be just as agreeable for you to submit 
the statement for the record? 

Mr. Toro. If you prefer that, yes. 

The Cuarrman. All right. Just present it and it will be included 
in the record at this point. 

(The statement referred to follows:) 


STATEMENT OF JouHn C. Ray, MEMBER OF THE IMPORT AND CusTomMs COMMITTEE 
AND THE WORLD AFFAIRS COMMITTEE OF THE Detroit Boarp OF COMMERCE 


Subject: United Etates membership in the Organization for Trade Cooperation 
(H. R. 5550). 
Mr. Chairman and gentlemen of the committee, my name is John C. Ray and 
I represent the Detroit Board of Commerce. The board represents 6,400 Detroit 
businessmen and 3,900 business firms of that city and is dedicated to advance the 
interests of Detroit as a center of business and production, as a world port, and 
last but not least, a good place to live. 
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I want to thank the committee for affording the board an opportunity to appear 
before you and present the board’s views in support of H. R. 5550, the bill to permit 
the United States to accept membership in the Organization for Trade Coop- 
eration. 

While the bill before the committee is simple in content, the board is well aware 
that membership in the Organization for Trade Cooperation carries with it implied 
approval of United States membership in the General Agreement on Tariffg and 
Trade. The board firmly believes that United States membership in the OTC 
will facilitate and improve the administration of the multilateral trade agreement 
known as the General Agreement on Tariffs and Trade. Continued membership 
in GATT is essential for expanding United States foreign trade and for stabilizing 
and reducing tariffs and other barriers to world trade. 

Approval by the Detroit Board of Commerce of the OTC and therefore of the 
GATT is based on enlightened self-interest. The city of Detroit is one of the 
most important centers of production of commodities entering into world trade. 
It is now estimated that more than 1 in 7 of all gainfully employed in the Detroit 
area owe their livelihood to foreign trade. United States foreign-trade policy 
therefore, is vital to Detroit, just as Detroit is vital to the economic strength and 
health of the United States. 

Our support for United States membership in the OTC is predicated on the 
firm belief that the General Agreement of Tariffs and Trade represents the best 
method yet for 35 of the most important trading nations of the world to agree to 
negotiate for the stabilization and reduction of barriers to trade with one another. 
Continued membership by the United States in the GATT is essential if the rela- 
tive stability and actual reduction of postwar trade barriers is to be continued and 
if a return to retaliatory imposition of arbitrary and discriminatory barriers to 
trade is to be avoided. 

We are well aware that a considerable amount of opposition to the GATT and 
to the OTC is based on the belief that these international instrumentalities repre- 
sent an abrogation not only of congressional power but also of United states 
sovereignty. However, the board firmly believes that the OTC and the GATT 
represent neither. International negotiation for the reduction of tariffs and other 
barriers to trade is no more than an honest recognition that the United States, 
in its paramount economic position in the world, can no longer afford to act as if 
its trade policy were of no material importance to its trading partners. Agree- 
ment on an instrument to discuss with one another and by mutual consent reduce 
and stabilize unreasonable barriers to trade is a hopeful sign that the vicious com- 
petitive trade wars of the interwar period will be avoided in the future. 

By providing a forum for the discussion of trade problems and by providing an 
arena in which major trading nations can bargain with one another for the reduc- 
tion of their barriers to trade, no country has done more than admit its trading 
partners’ interest in its own trade erg 

None of the members of GATT, or for that matter the proposed OTC, sur- 
renders sovereignty over its own trade policy. Any nation may impose what- 
ever trade barriers it wishes. The provisions of the GATT cannot be forced on 
any nation which is unwilling to abide by its terms. The only right, under the 
terms of the agreement, that the members have given each other is to protest 
unjustified actions and to permit injured parties to withdraw equivalent conces- 
sions if a protest is not successful in reversing violative impositions of trade bar- 
riers. 

The board would like to draw to the attention of the committee the dangers 
inherent in a negative decision on United States membership in the OTC. n- 
der the terms of the proposed OTC it cannot come into existence unless the 
United States becomes a member. It is conceivable that rejection of the OTC 
might leave the GATT where it is today, a “provisional’”’ agreement, extended 
from time to time. It is likely, however, that United States rejection of member- 
ship in the OTC would be interpreted by the other 34 members of the General 
Agreement on Tariffs and Trade as a sign that the United States is weakaning 
in its support. Should the GATT be dissolved, everyone would be a loser, wit 
the United States undoubtedly suffering the severest consequences. 

There is little doubt that during the postwar period, the GATT has been at 
least as important in preventing trade barriers from rising as it has been effeetive 
in reducing barriers. There is no denying that the end of the GATT would see 
an immediate resumption of vicious trade wars; former members would raise 
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bartiers to each otheft’s trade indiscriminately and thereby reduce the free world’s 
economy to a state of chaos. 

With more than 20 percent of world exports Supplied by the United States 
and over 15 percent of world imports purchased by us, this country would stand 
to lose- more than any other country. It must also be expected that the denise 
of the General Agreement on Tariffs and Trade would doom to failure any future 
efforts to establish international azreenents to stabilize trade barriers. 

In summary, the Detroit Board of Commerce supports United States ménber- 
ship in the Organization for Trade Cooperation because it believes that this 
proposed administrative agency for the General Agreenent on Tariffs and Trade 
will render the latter an even more useful instrument for stabilizing and further 
reducing trade barriers. It supports the OTC because the United States and the 
city of Detroit have a vital and direct interest in such stabilization. The board 
also believes that the defeat of the OTC would render null and void the postwar 
advances toward sanity in commercial policy. 

We must also recognize that the new Communist offensive against the free world 
is now going forward on the frontiers of economic and financial assistance. Only 
through the orderly development of the free world’s trade, powerfully supported 
by the commercial policy agreement known as GATT, can the free world main- 
tain a united front and strengthen its colleetive economic strength to withstand 
this new form of attack. 

Rejection of OTC and thus the ultimate demise of the GATT would be a 
dangerous trigger for further Communist victories over the weak and uncom- 
mitted riations of the world. 

If there are any questions that the chairman or any other members of the 
committee wish to ask, I shall be pleased to answer them to the best of my ability. 
Thank you. 

I should like to add a few words about the benefits to the United States which 
grow out of the General Agreement on Tariffs and Trade. 

Just before leaving Detroit I heard of a typical ease illustrating how the tariff 
concessions under the general agreement may effect American business. 

A Detroit firm with substantial investments in a foreign country found it 
necessary to import certain raw materials into that country in order to make its 
manufaeturing facilities effective. The investment was, at least in part, planned 
on the basis of importing these raw materials at a given rate of duty. Shortly 
after starting the operation it was found that the foreign government increased 
the duty rate on these raw materials with a substantially adverse effect on the 
business operations of this American firm abroad. It was found that protests 
against this sudden raising of a tariff rate were to no avail since the foreign country, 
although a member of GATT, had never negotiated about concessions on this par- 
ticular tariff rate and therefore was entirely within its rights to increase the tariff 
rate on the commodity in question. If this tariff rate had been bound against 
increase or perhaps even reduced, under the terms of the general agreement this 
unilateral action by the foreign government could be protested, or, as a matter of 
facet, the increase probably would never have taken place. 

This to me is a striking illustration how the effects of the General Agreement on 
Tariffs and Trade extend not only directly to trading relations but even to the 
very important subject of foreign investments. 

For effective overseas operations American businessmen must be able to plan 
ahead, plan on schedules and contracts for some period ahead, in order to avoid 
day-to-day uncertainties and fluctuations. I cannot emphasize enough that the 
stability introduced into the pattern of trade through the agreement known as 
GATT is of vital importance to American business. 

The stability and reduction of trade barriers accomplished under the general 
agreement, while it has not eliminated all uncertainties for American business, has 
certainly been a substantial factor in permitting American business to invest 
abroad, to plan ahead and to build a solid foundation for foreign trade. 


The Cuarrman. The next witness is Mr. Oliver Lloyd Onion. 
lease give your name, residence, and the organization for which 
you speak. 
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STATEMENT OF OLIVER LLOYD ONION, ON BEHALF OF THE 
WASHINGTON BOARD OF TRADE 


Mr. Onion. If the committee would desire, I can submit my 
statement, and present a couple of remarks for about 2 minutes. 

The CuarrMan. Without objection, your statement will be in- 
cluded in the record and you may proceed. 

Mr. Onton. Thank you. 

(Statement referred to follows:) 


STATEMENT OF OLIVER LLOYD ONION ON BEHALF OF THE WASHINGTON BOARD OF 
TRADE IN Support or H. R. 5550 


I am Oliver Lloyd Onion, chairman of the subcommittee on laws and regula- 
tions of the world trade committee of the Washington Board of Trade, an organi- 
zation of some 7,000 business, professional, and civic leaders of Washington. 

I am authorized to appear before the committee today and present this state- 
ment conforming to policy adopted by the board of directors of the Washington 
Board of Trade on recommendation of the world trade committee. 

The Washington Board of Trade has consistently supported the Trade Agree- 
ments Act. It is fair to say that that act has become a basic and fundamental 
part of our national policy. First enacted in 1934, it has been extended, I believe, 
10 times by the Congress, the most recent extension having taken place last year 
with the passage of H. R. 1. It is our view that the Executive has used the 
authority which the Congress has given him in the trade agreements legislation 
in a realistic, effective and prudent manner. In particular, we feel that the 
negotiation of the General Agreement on Tariffs and Trade in 1947, which was 
undertaken at the intiative primarily of the United States and the United King- 
dom, marked a very important step forward in putting into effect in the most 
advantageous fashion, the authority which the President has had under the 
Trade Agreements Act. The OTC follows in direct continuity from this ex- 
perience under the Trade Agreements Act and would serve to make the GATT a 
more effective instrument of our foreign trade policy. 

Let me point out that an outstanding advantage of the multilateral approach 
is that, since each country feels a responsibility to live up to its commitments, 
because it enjoys the advantages of other countries living up to their commit- 
ments, it is possible to develop machinery designed to solve trade disputes in an 
amicable fashion. That involves the administration of a multilateral trade 
agreement. Such administration involves, in turn, questions such as the inter- 
pretation of members’ obligations and the attempt to gain adherence to these 
obligations through the informal machinery for the adjudication of disputes. 

Over the 8 years of its life, the GATT has proved to be an effective instrument 
for putting into effect our trade agreements and for assuring that we get the most 
out of the concessions that we have given. 

When the Randall Commission reviewed American foreign trade policy, it 
recommended that a formal organizational machinery be set up to administer 
the GATT and also recommended that the organizational provision be brought 
back to the Congress for its approval in line with standard policy in such matters. 

The OTC, we are convinced, is a very simple and commonsense approach. 
It recognizes the need for some kind of secretariat to perform the traditional job 
that a secretariat of other administrative staffs would perform, such as conducting 
research and studies, providing information to the members of the OTC, ete. 
There is need for some continuity in the meetings of the different parties to the 
GATT so that when trade disputes arise they can be settled more quickly before 
countries take precipitous action and before such action can flow over into the 
political area and create ill will. 

Having negotiated this agreement with all the other members of the GATT 
to set up an organizational machinery, it is vital that the Congress approve 
President Fisenhower’s request, which he has termed to be of such urgent necessity. 
For, if we were to fail to approve OTC, we would threaten the continued success- 
ful operation of an agreement which has been painstakingly worked out over 
the years and which has proved itself to be of such great value to the United 
States. 
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We are persuaded in our mind that the OTC does not involve any disadvantages 
or carry any threats for the United States. It cannot reduce tariffs, for that is 
the sole responsibility of the President under the authority given him by the 
Congress in the Trade Agreements Act and the President uses that authority, 
as he has in the past, in such a manner that will benefit the United States in keeping 
with the objectives laid down by the Congress and the Trade Agreements Act. 

The OTC agreement specifically provides that the OTC cannot amend the 
agreement or impose any new obligations on its members. The United States 
is obliged to accept only that which it wishes to. In fact, the President has given 
assurances that, before any changes take place in the OTC, they will be brought 
back to the Congress for approval, just as the OTC is currently before the Congress 
for approval. Thus, the complete sovereignty of the United States is preserved 
and the authority of the Congress in the writing of tariff and trade | egislation 
is ee observed and, in no sense, can that authority be compromised or 
ignored. 

We would have much to gain, as I have already suggested, from membership 
in OTC. It would serve the purpose of gaining greater adherence on the part of 
all the members to the principles of nondiscriminatory trade; principles which 
the United States has long espoused. By making the General Agreement more 
effective, the OTC would serve to gain greater access for American exports into 
the markets of the world on a nondiscriminatory basis. 

Perhaps the greatest potential for this lies in the further removal of balance 
of payment restrictions that have been imposed by foreign countries due to the 
serious financial conditions that they were in the aftermath of World War II. 
American business has chafed, as we all know, under these restrictions. Through 
more effective administration of the general agreement, there would be the 
possibility of further removal of such restrictions to the benefit of our industries 
and agriculture. The OTC would thus help us to achieve the objectives set 
down in section 350 of the Tariff Act of 1930, under which section the trade 
agreements legislation has been made. That objective is to expand the markets 
for American exports. 

It seems to us, therefore, both logical and desirable that the Congress that 
last year passed H. R. 1 also approve OTC so that the authority which the 
Congress gave under H. R. 1 could be used to the maximum benefit of the American 
economy. 

There are other advantages as well. These have been gone into by other people 
who testified before this committee—the advantages of greater cooperation with our 
friends and allies in the area of world trade. Greater and more effective coopera- 
tion in the trade area can only lead to greater and more effective cooperation in 
other fields of joint activity—in our foreign policy and in our military alliances. 

It thus seems very clear to the Washington Board of Trade that United States 
membership in the OTC is in the overwhelming national interest of the United 
States. 

The Organization is simply a matter of good housekeeping. The OTC would be 
the central office for the GATT members, just as the United States Chamber of 
Commerce or the Washington Board of Trade has central offices. Individual 
representatives may change but the work goes on. 

We are persuaded, too, that no one need fear our membership in OTC—that no 
one has anything to lose from such membership. We therefore urgently and 
respectfully request that H. R. 5550 be approved as submitted by the chairman 
of this committee, Mr. Cooper. 


Mr. Onron. I am Oliver Onion, residing in Alexandria, and having 
offices in Washington, D. C., and Virginia. I am chairman of the 
subcommittee on se and regulations of the world trade committee of 
the Washington Board of Trade, an organization of some 7,000 
business, professional, and civic leaders of Washington. 

I think all I need to say in addition to filing my statement is that it 
oo from the testimony which you gentlemen have listened to so 
closely today and attentively, that there is only one real issue before 
you, and that is whether or not this organization in being, this OTC, 
will be established and will receive your approval so that the United 
States can be a part of the OTC and so that there will be an organiza- 
tion in being for the good housekeeping of GATT. 
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Some organization which will be a central office to help in the settle- 
ment of disputes to have a central officé where résearch can be madé, 
files may be kept, and assistance can be giver to the members, is what 
is needed. 

As you gentlemen know, the members, that is, the individuals who 
represent the membership, chafige, but the work goes on and someone 
should be there to handle that work. 

Thank you, gentlemen, very much. 

The CuHairman. Does that complete your statement? 

Mr. Onton. Yes, Mr. Chairman. 

The Cuatrman. We thank you for your Appearancé and the 
information given before the committee. 

Are there any questions? 

If not, we thank you again 

That completes the call of the calendar for today. The committée 


stands adjourned until 10 o’clock in the morning. 
(Whereupon, at 5:03 p. m., the committee recessed, to reconvene at 
10 a. m., Friday, March 9, 1956.) 
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FRIDAY, MABCH 9, 1956 


House oF REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEans, 
Washington, D. C. 


The committee met, at 10 a. m., pursuant to recess, in the Ways and 
Means Committee room, New House Office Building, Hon. Jere 
Cooper (chairman) presiding. 

The CuarrMan. The committee will be in order. 

The first witness appearing on the calendar this morning is Hon. 
John J. Flynt, Jr. Come forward, please, Mr. Flynt. 

Of course, we know you very pleasantly, but please follow the usual 
custom and give your name, address and the capacity in which you 
appear, for the record. 


STATEMENT OF HON, JOHN J. FLYNT, JR., A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF GEORGIA 


Mr. Fiynt. Mr. Chairman and Members of the Committee: I am 
John J. Flynt, Jr., Member of Congress from the Fourth District of 
Georgia. I appear before the Ways and Means Committee in opposi- 
tion to H. R. 5550. 

Because of its threat to our farm program and cotton textile and 
other industries, we are vitally concerned with the possibility of the 
enactment of H. R. 5550. This measure, on which the House Ways 
and Means Committee is now holding hearings, superficially viewed, 
merely authorizes our membership and appropriations incidental to 
this membership in one more international organization—the Organ- 
ization for Trade Cooperation. But eritically examined, the implica- 
tions and potentialities of H. R. 5550, to me at least, are frightening. 

H. R. 5550 is a short bill. Aside from its appropriation authority, 
which, incidentally, commits us to pay the international Organization 
for Trade Cooperation such expenses as OTC itself fixes, this bill is 
expressed, as I have read it, in only some 60 words. But its few words 
suffice to give an indication of its significance. For they incorporate, 
by reference, provisions both of the OTC charter and the GATT— 
that sacred international agreement whose provisions have never been 
before Congress for approval or disapproval. 

Muceh of the signifieance of H. R. 5550 is indicated by what it fails 
tosay. To make sense, it necessarily omits a safetuard which Congress 
insisted upon in framing trade legislation last year, and in previous 
years. In the extensions to the trade agreements acts, it was speci- 
fically provided that their enactment ‘shall not be construed to de- 
termine or indicate the approval or disapproval by the Congress of 


the executive agreement known as the General Agreement on Tariffs 
and Trade.” 
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These were not idle words and they were hotly contested. They 
are as important now as they were last year. But they are not found 
in H. R. 5550. Indeed, such a provision would be inconsistent with 
H. R. 5550 as it provides for our membership in OTC, whose very pur- 
pose is to administer GATT. 

Our approval of H. R. 5550 would be taken—both nationally and 
internationally—as approval of GATT by the Congress. Thus, it 
would reverse our repeated and specific refusal expressed in the trade 
extension acts to approve this multilateral trade agreement which has 
never been submitted to Congress for consideration. 

Hard on the heels of such implications for our international policy 
lie our domestic programs. It is important to note that passage of 
H. R. 5550 could be construed to override safeguards to our agricul- 
ture and other segments of our economy embodied in legislation 
which is clearly inconsistent with GATT. 

In brief, it cannot be maintained that this Congress can act on 
H. R. 5550 and yet avoid pronouncements on GATT. On the other 
hand, if we include a disclaimer of congressional approval or disap- 
proval of GATT in H. R. 5550 we, in effect, authorize membership 
in a club but refuse to avow its principles. 

Clearly, there is a fundamental inconsistency here. To put in a 
disclaimer would connote an absolute lack of legislative responsibility. 
Not to put one in would likewise be irresponsible, for we would, in 
effect, be approving GATT—an open-ended agreement we haven't 
even considered. 

But allow me to go on to point out the threat which all this passes 
for the Fourth Congressional District of Georgia. In so doing, I am 
convinced that the Fourth Congressional District of Georgia is not 
unique, but is typical of the Nation. For other areas throughout 
America would suffer comparable adverse effects through the passage 
of this bill, H. R. 5550. 

As has already been brought out in the hearings on H. R. 5550, 
the bill’s technical linkages with GATT are important for their prac- 
tical results. There is an inescapable connection between our mem- 
bership in the OTC and consequent adverse effects on our domestic 
interest. Such independence as we have so far preserved by refusal 
of Congress to approve GATT would be lost by enactment of the bill. 

Our commitments under the various related documents I have 
mentioned would universally be regarded.as direct and clear. When 
this becomes known, it will become a proper basis for alarm among 
the people of the United States, for it will be found that Congress is, 
in effect, abrogating its constitutional functions of regulating our 
foreign trade. 

We cannot shirk our congressional responsibility and pretend we 
are merely authorizing membership in an international administrative 
adjunct to foreign trade. Instead, our duty requires that we take 
the time to review the bill, OTC charter and GATT. and at our peril, 
determine the results of this combination on the problems of our 
industry and agriculture everywhere in our native land. 

May I reemphasize that H. R. 5550, though it sparsely covers little 
more than a page in itself, incorporates the OTC charter, consisting 
of 21 articles plus annexes. Also, that the first of these articles 
specifically dedicates the OTC to “the achievement of the purposes 
and objectives” of GATT. 
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Other. articles provide effective linkage with the voluminous docu- 
ments of GATT—some 800 pages of text and miscellaneous matter 
including interpretations, waivers, et cetera. 

May I also reemphasize that these eight hundred-odd pages of 
GATT have not been submitted to us directly, despite their vital 
concern with our economic future. I am glad to observe that they 
have been given the attention of numerous good citizens who are 
concerned with the effect of GATT on the economic future of this 
country. 

I have already alluded to the fact that H. R. 5550 is so framed and 
presented as to reduce to a minimum the apparent signi‘icance of the 
proposal. Great care has been used to make it difficult to find 
offense in the bill, although the charter of the OTC and the regulatory 
provisions of GATT contain plenty of offense. This strategy is de- 
signed to segregate in our minds the passage of the bill from the 
potential results on conflicts between GATT and our own domestic 
laws and policies which are in the best interests of the United States. 

There are important conflicts between GATT and our American 
farm program. GATT principles are contrary to price supports for, 
and quotas on imports of farm products. These restrictions enable 
our farmers to enjoy the fruits of their labor and live at a level which 
this country alone can afford to all of its citizens. 

GATT provisions merely tolerate these on a temporary basis— 
a concession reluctantly extended as bait for our participation. Our 
farm prices, thus maintained by our agricultural policy, are well 
above the world market prices for these products. To make our 
system of price supports work, we must have import quotas. Other- 
wise, the support price would be undercut by cheaper imported 
products. 

In many cases, foreign manufacturers are able to gain an advantage 
over our own industry by purchasing the raw materials used in that 
industry under the levels of our supported prices. This is especially 
true in the case of cotton textiles. Thus, to protect our domestic 
market for our agricultural products, we must protect our domestic 
industry which utilizes these products. 

GATT conflicts with the goals of this, our domestic policy, in that 
it opposes import quotas and favors further reduction in tariffs. 
Indeed, it provides the machinery for imposing “compensatory”’ 
penalties for these import restrictions, both in its rules and regulations 
and in their practical results. It invites and provides machinery for 
concerted international retaliation. 

Here, then, is a fundamental inconsistency between our American 
farm program and the GATT program. GATT increasingly pres- 
sures toward compromises which seriously and directly hamper our 
farm price-support policy. It also reduces our own share in our 
domestic cotton market by its adverse effect on our splendid and 
great American cotton textile industry. 

In January of 1955, in connection with the debate on H. R. 1, I 
pointed out the grave threat that GATT poses to the entire economy 
of Georgia. The wage earner of that area, employed in the textile 
industry, faces competition from Japanese labor earning hourly 
wages which are only 10 percent of the hourly wages paid to workers 
in our textile industry in Georgia. 
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As I indicated in January of 1955 before this House, it is virtuall 
impossible to see how our workingmen can sustain their high an. 
ards of living in the face of such vicious foreign competition. This 
is particularly pertinent in our textile industry. There, labor costs 
constitute about 40 percent of the total cost of manufaeturing cotton 
textile products. Nor is it possible to gain an advantage of efficieney 
of operation over these Japanese producers, since they already 
utilize the most modern machinery available. 

In fact, we, ourselves, supplied the Japanese with the latest machin- 
ery, as well as the money to buy it. There is talk of our working out 
some kind of voluntary quota with Japan, but if we do, it will not be 
through GATT, but rather, will be despite GATT. 

Right here I would like to depart from the prepared text to state 
within the Fourth District of Georgia is located a branch of one of the 
largest manufacturers of velvetine products in the world. Due to 
the fact that Japanese competition has taken over almost completely 
the American velvetine market, that company has been forced to 
suspend completely its velvetine operations in the plant which they 
operate within the Fourth District. 

In the 2 or 3 other plants in which they manufacture velvetine, 
they have been forced to completely suspend their manufacture of 
that product. In the plant which they operate in the Fourth District 
of Georgia, we have not yet suffered seriously economically as a result 
of that, because that particular plant was able to provide work for 
the employees of that plant by shifting over from the manufacture of 
velvetine to another product, corduroy, but if the time comes when 
the pinch is as bad on corduroy as it was on velvetine, that particular 
plant will have no way to switch employment of these men and they 
will be completely out of employment in the work in which they have 
spent their lives in preparation. 

The obvious threat to our agriculture and industry—the case at 
hand is the growing of cotton and the manufacture of cotton textiles— 
is in the pledge of the OTC-GATT mechanism to reduce protection, 
quotas, and tariffs both for farm and manufactured products. 

In view of the general confusion on the subject of the conflict 
between GATT and American farm policy, let us briefly consider a 
specific conflict, which is in farm legislation currently before Con- 
gress—S. 3183. 

This legislation eontains a cotton export provision taken from 8. 
2702. In spite of the fact that S. 2702 was introduced by Senator 
Eastland for himself and some 60 Senators—clearly a majority of the 
Senate—adverse comments from the Department of Agriculture 
immediately assaulted it. 

Now, S. 2702 has two interrelated provisions— 

The first requiring the Secretary of Agriculture to enco e sales 
of cotton for export which would recapture the “‘fair historical share” 
of United States cotton in the world cotton market; 

The second establishing a maximum annual import quota of manu- 
factured products of 150 percent of average annual imports over a 
2-year period. 

The purpose of the import quota provision is recited in S. 2702: 

In order to prevent materis] interference of the sales program authorized 
under paragraph (1) of this section or with the cotton price-support program or 


to prevent loss of domestic markets for cotton o1 reduction in the amount of cotton 
products produced in the United States from United States cotton. 
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It is clear that the cotton export program would mean a further 
spread in the domestic price and world price. This would allow 
foreign cotton textile manufacturers to buy their raw material at 
prices much below those which our domestic industries pay. 

The foreign producers’ advantage, in turn, would allow them to 
compete more advantageously in our domestic market. This process 
would tend to ruin both our raw cotton production through reducing 
our domestic production and our textile industry itself. Certainly it 
would tend to nullify the effect of our export program. 

This was recognized by the Department of Agriculture when it 
reported on S. 2702 as follows: 

The sale of substantial quantities of all qualities of Government cotton for 
export at greatly reduced prices * * * would set the international price of cotton 


and make it possible for foreign mills to obtain their requirements at prices sub- 
stantially below those paid by domestic mills. 


The textile imports encouraged by actions in GATT last year would 
obviously be increased further. 

It is all the more striking that the Secretary of Agriculture advanced, 
as the key reason for opposing the bill, that— 

Import quotas on textiles would be in direct conflict with efforts by the United 
States to relax or remove impediments to world trade. 

The objection was, of course, that the proposed quotas would be in 
violation of GATT. This is GATT—and nothing but GATT— 
striking at our industry. This, Congress never authorized. 

Yet, we are informed by the Secretary of Commerce in his recent 
memorandum for the Cabinet on the facts about the OTC—the 
Organization for Trade Cooperation: 

The one major difference between the general agreement and United States 
ew was eliminated in 1955 when the participating countries gave the United 

tates broad waiver to import quotas unilaterally on agricultural products as 
required by our domestic agricultural laws. 

He forgot to mention the apologetic nature of our State Department 
emissaries—and the generosity of our allies in letting us have this 
temporary waiver. He also apparently forgot that this waiver of 
quotas prohibiting imports on agricultural production does not apply 
to quotas on textiles such as those proposed by S. 2702, which the 
majority of Senators evidently believe to be an essential part of this 
agricultural products legislation. 

This import quota on textiles is crucial both to our domestic agri- 
culture and our American industry, for it preserves to our domestic 
products and processors their rightful share of our own market. 

This problem still faces Congress. The pending price-support bill, 
S. 3183, which is now under consideration by the Senate, has a pro- 
vision in section 303 which is virtually identical with paragraph 1 of 
S. 2702. This section reads as follows: 

Sec. 303. In furtherance of the current policy of the Commodity Credit Cor- 
poration of offering surplus agricultural commodities for sale for export at com- 
petitive prices, the Commodity Credit Corporation is directed to use its existing 
powers and authorities (immediately upon the enactment of this act) to encourage 
sales for export of such quantities of cotton as will reestablish and maintain the 
fair historical share of the world market for United States cotton, said volume to 
be determined by the Secretary of Agriculture. [Cotton made available by the 
Commodity Credit Corporation under section 102 of the Agricultural Trade 


Developrent and Assistance Act of 1954, as amended, shall be sold at competitive 
world prices.]} 


75018—56——45 
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The part shown in brackets is matter which has been added. 

But the import quota provision of S. 2702 is omitted even though 
there can be no doubt that without the import quota which is contrary 
to GATT commitments, the practical results of the export program 
provided for in S. 3183 are in serious doubt. 

The Senate discussion of S. 3183 recently brought out that the 1955 
GATT meeting in Geneva resulted in substantial cuts in a wide range 
of tariffs on textiles. These reductions took effect on September 10, 
1955, and spurred a sharp increase in textile imports into this country. 
Our domestic industry, already suffering from depressed conditions, 
faced even more serious injury. 

At present, our most serious competitor in this sphere is Japan. 
In this connection, the proposed export program obviously would 
intensify the situation described by Senator Johnston of South 
Carolina—Congressional Record, February 27, 1956, page 2939— 
which reference Senator Johnston has specifically authorized the use 
of here: 


Furthermore, the Japanese buy their cotton for less than our manufacturers 
have to pay for the cotton they buy in the United States. The Japanese buy 
cotton on the world market, and the world market is usually from 5 to 6 cents a 
pound lower than the United States market in which our manufacturers purchase 
the cotton they use. That situation makes it almost impossible for American 
manufacturers to meet the competition of Japanese manufacturers. 

Therefore, in my opinion, all we can do is have a quota which will protect 
American 1 anufacturers, and rake it possible for the Japanese to trade with the 
countries near Japan, and thereby not seriously affect our market. Of course, 
such trade will affect our market to some extent—but perhaps to only a small 
extent.” 


The other Senator from South Carolina, Senator Thurmond, 
inserted in the Congressional Record of February 27, 1956, page 2940, 
a copy of his letter to the Secretary of State pointing out that— 
government reports and trade reports out of Japan show that textile imports 
greatly increased during the last months of 1955. Based on the surge of imports 
since the negotiation of the GATT agreerrents started in Geneva last year, I 
believe it is no longer wise to judge the effect by comparing the total of 1955 
textile imports with the 1954 total. Even that comparison shows a tremendous 
increase, but the data of the recent months should be recognized as a danger 
signal. 

Our domestic cotton producers and our textile manufacturers and the people 
they employ will all suffer unless adequate safeguards are established to protect 


against imported goods manufactured from cheap cotton and by low-wage labor 
in foreign countries. 


Here is an incisive illustration of the fundamental inconsistency 
between the American farm program on the one hand, and our inter- 
national commitments under GATT and what would be the OTC on 
the other. 

It is sheer folly to attempt to sustain domestic prices paid to our 
agriculture with price supports and production quotas while, at the 
same time, we import these products in processed form from other 
nations. The injury sustained is twofold. It could destroy, as well, 
our agriculture. 

These conflicts between domestic programs and GATT programs 
afford cogent reasons why Congress must assert its prerogatives and 
obligations over domestic and foreign trade—why it cannot be 
expected to support GATT through enacting H. R. 5550 without 
fully exploring GATT and the results of the bill. 
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H. R. 5550 presents the first occasion that Congress can do so. 
Clearly we, acting on behalf of the American people, must regain full 
control over these vital issues. The necessary first step in this 
process is to reject any proposal for approval of H. R. 5550 without 
examining carefully its potentialities. 

In touching on the production of raw cotton and the manufacture 
of cotton textiles, I have considered the interests of my constituents 
from the Fourth Congressional District of Georgia. In quoting from 
the remarks of our honorable colleagues in the Senate, I believe I 
have shown that the concern for these products ranges far beyond the 
borders of the Fourth District of Georgia, which I represent. 

And yet thisis only a small part of the national picture: H.R.5550, 
the OTC and GATT conflict with other worthy domestic interests. 
I hope and believe that some of these will be brought to the fore by 
other Members of the House. 

Before I close, let me call your attention to a matter brought to my 
attention by a constituent just this week. Many of us have long 
contended that other nations were not reciprocating and reducing 
tariffs to the same extent as the United States. 

I have seen figures proving that since the passage of the various 
reciprocal trade acts, many nations have increased instead of decreased 
tariffs. The matter brought to my attention this week by my con- 
stituent had to do with a used 1953 Studebaker automobile which my 
constituent had given to his daughter, an American citizen but the 
wife of an Argentine doctor. 

My constituent’s daughter lives in Argentina with her husband and 
desires to import the car into Argentina. The Argentine Government 
has set an import duty on this car of approximately $6,000, or at least 
5 times—perhaps as much as 8 times—its market value in this country. 
I was told that on a heavy automobile such as a Cadillac, the import 
duty would run approximately $25,000. 

I was also told that in the event this car was to be used for business 
purposes, the above figure would be increased 50 percent. 

Gentlemen, I cite this example only to show that in too many 
instances, other nations are not reciprocating in the free-trade pro- 
gram. 

Let me thank the committee for giving me this opportunity to 
appear and express my views on this bill. If any of you have any 
questions, I will try to answer them. 

The CHatrMaANn. Does that complete your statement? 

Mr. Fiynt. It does. 

The CHarrmMan. We thank vou for your appearance and the infor- 
mation given the committee. 

Any questions? We thank you, sir. 

Mr. Mason. Mr. Chairman, I would like to make a statement. 

The CHarrMan. Do you want to ask him any questions? 

Mr. Mason. No, I don’t want to ask him any questions. I want 
to make a statement to him based on his paper. 

Mr. Flynt, I think that you have made a very excellent argument 
and that your argument is both logical and convincing and, in my 
mind, more than answers the arguments on the other side of this ques- 
tion that were advanced by the various Secretaries that appeared 
before us. 

That is all, Mr. Chairman. 
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The Cuarrman. We thank you, Mr. Flynt, for your appearance and 
the information given the committee. 

Mr. Fiynt. Thank you, Mr. Chairman. 

The Cuatrman. Mr. Utt, of California. 

We know you very pleasantly, Mr. Utt. Please follow the usual 


custom and give your name, address, and capacity in which you 
appear. 


STATEMENT OF HON. JAMES B. UTT, REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Urr. My name is James B. Utt, from the 28th Congressional 
District of California. 

Mr. Ruep. Mr. Chairman, I just want to express my ure in 
having Representative Utt before us today; and I am sure that I speak 
for the other members of the committee as well. I wish you were back 
with us, sitting here on the bench where you distinguished yourself 
when you were a member of this committee. 

Mr. Urr. Thank you, Mr. Reed. 

Mr. Chairman and members of the committee, I am here in opposi- 
tion to H. R. 5550, providing for the membership in the OTC. I know 
this doesn’t come as any surprise to most of you, because I have been 
very consistent in my opposition to the reciprocal trade agreements, 
as they have worked out. I have not, as you know, opposed reciprocal 
trade agreements. 

I suppose I supported the Philippine Trade Act because that re- 
mained in the hands of Congress, but I have always opposed the dele- 

ation of trade relations to the executive branch of the Government 
ecause I have felt that it was unconstitutional. I still think it is 
unconstitutional. 

I think that it is shirking the duty of Congress when it sidesteps its 
duty in the regulation of foreign trade. I feel that our membership 
in the OTC would be an approval perhaps of the organization of 
GATT, which we, as a Congress, on many occasions have disapproved, 
at least by disaffirming in many bills that this committee passed out 
in the House, and the Senate passed by adding a clause to it that this 
in no way can be construed as our acknowledgment of our member- 
ship in GATT. 

I feel that GATT would threaten our quota system. It would 
threaten our peril-point safeguards, and it might threaten our anti- 
dumping laws, and it could threaten our Sugar Act. It could threaten 
our wheat and cotton quota system, and open this country wide to 
the regulation of trade to this country by a foreign, or at least an 
organization located many thousands of miles away from our shores. 

{ would like to say that reciprocal trade agreements have not been 
reciprocal in any sense of the word; also, that the most-favored-nation 
clause is threatening to ruin many of our industries. 

I know you have had many, many examples and have heard very 
persuasive arguments and I don’t intend to take up a lot of your 
time, but I want to refer for a moment to tuna, as an example. 

We gave a very low tariff rate to Iceland, who neither imports nor 
exports tuna, but every other nation who does export tuna climbed on 
the bandwagon on the most-favored-nation clause, and we find our 
industry almost ruined by imports from Japan based on the concession 
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that we gave to Iceland. I don’t feel that that is a reciprocal agree- 
ment at all. 

Besides that, over half of our reciprocal trade agreements are in 
default, but the State or Treasury Department has done nothing about 
it. Our antidumping laws have been violated with impunity. More 
about that later. 

Thousands of our items are unclassified, and to me it is bad enough 
to have the Customs Bureau classify these items, but how much 
worse would it be to have an organization 4,000 miles away from 
Washington classify these new items that are constantly coming on 
the market? 

I want to refer to one example, and one instance of which I have had 
considerable experience, and that was the classification of hardboard. 
You will recall 2 years ago or 3, I had a bill before this committee 
before the reclassification of hardboard from a paper product to a 
wood product, which it actually is. 

That bill was passed out by this committee, was passed by the 
House, went over to the Senate and there we had hearings on it and 
the Treasury Department appeared at those hearings in the Senate 
and suggested that they could make this change administratively, 
and on that promise, the Senate did not pass the bill out. 

At that time, we discussed our reciprocal trade agreements and how 
they were arrived at. I pointed out the fact that the import duty on 
hardboard to this country was $2.75 a thousand board feet, and the 
hardboard that we ship mto Canada, we have to pay 22 percent ad 
valorem tax, or $11.75 a thousand board feet, which is 400 percent 
higher than Canada pays this country, so that is not reciprocal at all. 

I said to the State Department, ‘‘How do you work out a reciprocal 
trade agreement?” To me, it should be country and country, product 
for product. If we have to pay $11.75 a thousand board feet to ship 
hardboard into Canada, why shouldn’t Canada have to pay $11.75 to 
ship hardboard in here? 

They said “Well, that is not the way it is arranged.” In other 
words, they implied that they could make a reciprocal trade agreement 
with Canada that we could ship bananas into Canada free of charge. 
We produce no bananas, and at the same time their reciprocal agree- 
ment would say that they could bring hardboard into the United 
States for $2.75 a thousand board feet, and they call that reciprocity. 

In other words, it is a horse for a rabbit, and it isn’t a reasonable 
way in which to handle reciprocal trade agreements. 

That reclassification would only have brought hardboard up to $4 a 
thousand board feet, against Canada’s rate of $11.75 a thousand 
board feet, but when we attempted to do that, the press took up the 
cry and said we were violating many of our agreements and even the 
foreign countries protested to our State Department that the United 
States Government had violated the GATT. 

How could we violate the GATT when we have never joined GATT? 
Yet, on that ground that we had violated an agreement that we were 
never signatory to, that bill died aborning, and hardboard is still 
coming in at $2.75 a thousand board feet. 

The domestic industry felt that there was dumping in this country 
of hardboard. Of course, it is up to the domestic industry to prove 
its case. They spent thousands of dollars going before the Tariff 
Commission to prove that there was dumping of hardboard in the 
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United States. They did prove their case. The Tariff Commission 
found that there was dumping. That was about 18 months ago. 

Let me say to you, for the last 18 months not one nickel has been 
collected as a penalty for the dumping by the Scandinavian countries 
of hardboard into the United States, so they continue with impunity 
to violate our antidumping laws and again, it is bad enough to have 
the executive department enforcing our reciprocal trade agreements 
and how much worse will it be if we send it across the waters to a 
country of which we are 1 member out of 31 to try to carry out some 
of our agreements? 

So with this in mind, I certainly want to oppose the passage of 
H. R. 5550, also because there would be a terrific flight of capital from 
this country into other countries in order to take advantage of the 
cheap labor that there is over there, because our barriers would 
probably be broken. 

We would be the only one adhering to the agreement. The other 
countries violate them by multiple use of currency and by licenses and 
prohibitions on import duties, but we would still stick to our free-trade 
agreement and destroy many of the new industries that are being 
developed in this country, so I just wish to add my disapproval of 
the passage by this committee or of the House or Congress of H. R. 
5550. 

Thank you very much. 

The CuHarrMANn. Does that complete your statement? 

Mr. Urr. Mr. Chairman, I would like to ask that a more formal 
statement be appended after my oral testimony. 

The CuarrMan. Without objection, it is so ordered. 


(Mr. Utt’s prepared statement follows:) 


STATEMENT OF HonoraBLE JAMES B. Utt, A REPRESENTATIVE IN CONGRESS 
From THE State oF CALIFORNIA OF THE HovusE OF REPRESENTATIVES, IN 
Opposition To H. R. 5550 


Mr. Chairman and members of the committee: I am appearing. in opposition 
to H. R. 5550. 

The comthittee has already heard many valid and forceful arguments against 
H. R. 5550. And in reviewing the record of these hearings, it is encouraging 
to note that members of the committee, in their questioning, have cut through 
glittering generalities of the supporters of the bill to uncover the serious funda- 
mental problems raised by H. R. 5550. 

I share the thoughts of those members of the committee who find in H. R. 
— grave threat to the security of our country and the welfare of the American 
people. 

H. R. 550, in authorizing membership in the Organization for Trade Coopera- 
tion, unquestionably implies congressional approval of the General Agreement on 
Tariffs and Trade which OTC is to administer. OTC’s sole purpose is tomake 
GATT more effective—and thus more dangerous to us. Many of us fear GATT. 
Past experience affords a sound basis for the conclusion that GATT can be 
fateful for our future. In dealing with trade extension legislation we have made 
clear in that legislation its enactment was not to be taken as an indication of 
GATT approval. 

Now we are faced with a bill to strengthen GATT—both by becoming members 
of OTC and by scrapping prior safeguards. 

More and more of us now recognize that GATT implemented by the OTC 
provisions and sanctioned by H. R. 5550, would do violence to our Constitution 
and the laws of the land. It is increasingly realized that congressional approval 
of H. R. 5550 may lead this Nation into far-reaching commitments which we 
cannot now gage; and this OTC, with its professed intention of achieving GATT 
objectives will be an effective mechanism to reduce tariffs and commercial 
protection, thus making essential economic activities of our country vulnerable 
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to foreign dumping and cutthroat cartel competition—which, indeed, GATT, 
operating alone, has already encouraged. 

The interests of my constituents are at stake in this issue. I am certain that 
if the Members of Congress examine the proposal before us in the light of the 
interests of their own districts and our Nation as a whole, they will join me in 
my opposition to H. R. 5550. 

You will remember that last year, we considered H. R. 1, which bore directly 
on the tariff policy of this country. This bill excited strong opposition from every 
section of the country. It was enacted into law only after important safeguards 
had been provided. 

Now we have pending H. R. 5550, proposing United States participation in 
the permanent tariff-cutting Organization for Trade Cooperation. 

Since the principal and heavily persuasive lines of opposition to H. R. 5550 
have already been pointed out by other witnesses, I will confine myself to a 
discussion of a practical matter which is illustrative of the tangle GATT has 
produced and which would be greatly worsened if H. R. 5550 were adopted. 

We are frequently compelled to deal with the practical results of action by the 
State Department relating to our tariffs. I intend to illustrate this with an 
example. These results arise from the State Department’s participation in the 
GATT accord. Under GATT, the State Department generally confronts this 
Congress with decisions bearing on our foreign commerce. The Secretary of 
State himself confessed before this committee that OTC’s powers were not entirely 
administrative as maintained by another Cabinet officer, the Secretary of Com- 
merce. Thus, the State Department’s decisions would become even more 
binding than at present. In arriving at these decisions which bind this Nation, 
the State Department acts in a sphere reserved specifically to Congress by the 
Constitution. 

The example I shall point out involves ad hoc deliberations last session which 
concerned the tariff reclassification of ‘‘hardboard,’”’ a product made chiefly from 
wood which otherwise possesses little commercial value. 

You may recall that in line with previous similar action by the House, and after 
hearings and study by the Tariff Commission, the Senate Finance Committee 
recommended that we take this product out of the “paper’’ schedule and put it 
among ‘‘wood products,’”’ where the House and a majority of the members of the 
Tariff Commission agreed it belongs. It had originally been placed in the ‘paper’ 
schedule by the Customs Bureau when it was a relatively new and unfamiliar 
article of commerce. 

This seemed a fairly routine sort of procedure, hardly worth a formal bill by 
itself. Since the Senate had before it at the same time another item of tariff 
legislation, concerning the free entry of gifts by personnel in the armed services, 
which was entirely noncontroversial, the Finance Committee suggested that we 
dispose of the hardboard question by an amendment to that bill. So they did, 
or tried to do. 

Thereupon, to use a popular expression, the roof fell in. The Senate action was 
evidently called to the attention of the press in purple terms. It became headline 
news, accompanied in many instances by editorials which were, to put it mildly, 
antagonistic. Mr. Charles Taft, the spokesman for an organization called the 
Committee for a National Trade Policy, succeeded in obtaining wide publicity 
for a release in which he described our action as “unworthy of the dignity of the 
Senate.” 

Strongly worded foreign protests were filed by the Embassies of Canada 
Sweden, and Finland, whose producers sell perhaps $2 million worth of hardboard 
per year in this country. They are all GATT members. I am advised that in 
the language of the diplomats a “strongly worded protest” signifies quite a con- 
siderable degree of apprehension. It is the kind of protest, for example, which 
our own State Department employs in the case of shooting down planes. 

A major argument in the Finnish and Canadian protests was to the effect that 
the United States was violating its obligations under GATT. It was made even 
though this international agreement has never been approved by Congress. 

Members of Congress are, of course, accustomed to and generally unperturbed 
by violent reactions to tariff legislation, no matter how routine such legislation 
seems to be. Any change in the complex and delicate fabric of tariffs is likely to 
touch that most sensitive of all the sensitive spots in the human anatomy, the 
pocketbook nerve. We usually hear, and hear loudly, from everybody on both 
sides. 

In this case, however, I was puzzled by the intensity, the character, and the 
timing of the outery. It is true that the change had the effect of raising the rate 
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on the most commonly sold grade of hardboard—the one-eighth inch screenback 
untempered grade—from around $2.75 per thousand square feet to approximately 
$4 per thousand square feet, on the basis of current prices. In some cases, because 
this is an ad valorem rate which varies according to price, the figures may be 
higher. I understand, however, that foreign producers are currently selling this 
grade in the principal United States markets for prices at least $10 per thousand 
square feet under those quoted by domestic producers. I am advised that they 
are able to do this as the result of either lower labor costs, or lower transportation 
costs, or both. While the spread is not this large for Canadian producers, they 
enjoy the advantage of proximity to the big markets. Accordingly, although the 
increase may affect the profits of foreign producers, there is no reason to believe 
that, with this kind of price advantage, it will affect their ability to hold business 
they have already captured in the American market or to capture new business. 
Yet the pressures which developed around this largely technical problem forced 
the Senate to drop the change for the time being. 

The timing of the complaint, particularly the formal protests by the Govern- 
ments of Canada, Sweden, and Finland, was bewildering. As I mentioned at the 
outset, we are now about to consider H. R. 5550, providing for membership by the 
United States in the new Organization for Trade Cooperation, known as OTC. 
OTC is designed to strengthen and police the collection of international trade 
agreements known as the General Agreement on Tariffs and Trade, called GATT. 
By this combination of GATT and OTC, we are asked to surrender to the new 
organization sweeping powers with respect to precisely such so-called adminis- 
trative decisions as the one I have been discussing. We are asked to do this in the 
name of international cooperation and better international understanding. 

Will not OTC make the situation worse? If this is the sort of impasse we 
reach even before OTC is debated on the floor, what may we expect if OTC is 
approved? Consider the history of the hardboard case. When the present rate 
for the group of products with which hardboard is classified was negotiated 
in 1947, at Geneva, imports of hardboard were negligible. They represented 
not more than $50,000, compared to nearly $750,000 for the group as a whole. 
The State Department did not list hardboard by name among the products it 
proposed to discuss. Nor did it even mention hardboard in the subsequent 
analysis and report of concessions granted. The particular concession in question 
was primarily negotiated with and for the benefit of Canada. At that time the 
only mill manufacturing hardboard in Canada was an affiliate of the principal 
United States producer. It concentrated on serving the Canadian market, 
with little or no interest in exports. 

There is thus every indication that the present rate on hardboard came about 
almost absentmindedly. No one can honestly contend it was negotiated on 
its merits. It did, of course, thereupon become wrapped up in the whole massive 
complex of concessions and trade rules embodied in GATT. Our friends in 
Canada, Sweden, and Finland, who have since developed an active export busi- 
ness in hardboard, now argue that its classification thereby became sacrosanct. 

Under OTC our difficulties will increase. This, I think, is a vivid illustration 
of the difficulties the State Department is spinning for us via the general agree- 
ment and the proposed Organization for Trade Cooperation. It is the kind of 
legalistic approach to the shifting problems of trade which can only breed trouble. 
Think, for a moment, what it implies for the future with respect to new products. 
If our classifications are frozen by the General Agreement on Tariffs and Trade, 
and the Organization for Trade Cooperation is set up to administer and inter- 
pret that agreement, who will decide into which classification to place new 
products? 

The answer offered us is the Organization for Trade Cooperation, or H. R. 5550. 

Here is the heart of the problem. Congress, of course, can stand on its rights 
and insist on what it thinks is the proper classification. In that event, however, 
as shown by the hardboard ease, we may expect a buzzing of formal protests 
and of charges that we stand in violation of the general agreement. We can be 
hauled up before the other contracting nations, tried and, if found guilty, subjected 
to organized retaliation. That, as you know, is what the proposed Organization 
for Trade Cooperation is for—to try alleged violators and determine the measures 
to be taken against them. 

The development of other new products is at stake. This is not a trivial 

roblem. In the modern world, particularly in the dynamic economy of the 
nited States, new products are appearing every day. I am told that half the 
Ss of the chemical industry, for example, were unheard of a generation ago. 
itting these new products properly into the tariff structure is of utmost impor- 
tance. The rate they bear can easily determine whether they will be developed 
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in this country or abroad. It can determine whether the United States will 
harden into an economy of old industries, where we have the advantage of pre- 
viously established mass production, or remain fresh and venturesome, with new 
industries springing up the all time. 

While our foreign critics in the hardboard case have not yet openly extended 
their argument to include new products, that is where it tends. Perhaps we owe 
them a vote of thanks for forcibly if inadvertently calling this prospect to our 
attention. It is a point I am sure the committee will not forget when it considers 
the pending bill proposing membership by the United States in the Organization 
for Trade Socpetetion: any other bill fortifying GATT, or indeed any legislation 
leading toward the surrender of such power over the economy of the United States 
to a handful of so-called experts at ee 

Unhappily, the tug of war between the State Department and Congress over 
tariffs is likely to continue. So long as the State Department insists on setting 
itself up as the champion of the interests of other countries, and keeps on trying 
to tie the hands of Congress by ambitious international agreements, there is no 
alternative. H. R. 5550 is sure to add a further and far-reaching complication 


to this picture rather than to help reduce this particular congressional preoccupa- 
tion. 


I am certain that the Members of the Congress appreciate the weight of other 
arguments which speak against H. R. 5550. I have felt called upon to outline 
a small facet of a large problem which might have received scant attention in 
view of the other fundamental and sound positions opposed to H. R. 5550. 

And I would make this observation in concluding. Although our tariffs are 
now at their lowest point in history, and among the lowest in the world, the 
tariff problem—thanks to the persistence of the State Department—-still remains 
one of the vital issues of the day. 


I cannot believe that this committee will be a party to the pending proposal 
and thereby make sweeping sacrifices to visionary internationalist interests at 
great cost to our domestic economy. I can comprehend only one course: that 
the committee put a stop to the further abrogation of the prerogatives and duties 
of Congress by refusing to report out H. R. 5550. 

The CuarrmMan. Mr. Simpson of Pennsylvania will inquire. 

Mr. Srmpson. Mr. Utt, 1, too, am glad you are here on this bill. 
You have probably read that the Japanese are reported to be making 
promises to us and seeking commitments industrywise in Japan to 
curtail or limit in some degree the imports into this country of textiles. 

My question is: Do you know of any such plan or scheme with 
respect to tuna, and if such a promise were made, would you have 
any confidence in it as a solution to the problem which affects your 
tuna fishermen? 

Mr. Urr. I do not, Mr. Simpson. I do know that they are very 
enthusiastic about making voluntary reductions in imports during 
the convening of Congress, but immediately upon the adjournment 
of Congress, they forget those promises and begin to bring in more 
tuna than they had promised that they would bring in. 

Mr. Simpson. So you think that any such promises from the 
Japanese would not solve your problem at all? 

Mr. Urrt. I feel that they are made definitely for the purpose of 
lulling Congress into a sense of false security, and immediately upon 
adjournment, they will be importing again as heavily as they were 
before. 

Mr. Simpson. Thank you. 

Mr. Curtis. Mr. Chairman? 

The CuarrMan. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I, too, want to compliment my colleague, Mr. Utt, for 
appearing before us. I also wish that he were back on the committee 
where he served so well. 

I would like to examine just a little bit further this question of how 
the agreement with Seabee in regard to tuna came about in this light. 
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I was wondering what opportunities the American fishing industry, 
which is mainly on the west coast, as I understand it, who fish for tuna, 
how they were notified and how they were given the opportunity, if 
they were, to present their case before the Icelandic Treaty was en- 
tered into? 

Do you have any information on this subject? 

Mr. Urr. No, I do not, Mr. Curtis. 

Mr. Curtis. I thought perhaps you might have. I asked the 
Secretary of Commerce again this year to supply that information of 
how such a thing could have come about, where an agreement with 
one country in regard to a product that was really of no concern should 
have been entered into which so vitally affected a large industry such 
as the fishing industry on the west coast. 

I am referring to the techniques. Then the second question, in 
regard to your presentation on the hardboard situation in relation to 
our antidumping laws, do I understand from your testimony that the 
executive department has taken the position that the GATT agree- 
ments supersede our antidumping laws? 

Mr. Urr. At least they haven’t done anything about it, because of 
the very violent protests made by the Scandinavian countries and 
Canada. They have made no effort to collect the antidumping 
penalties that should have been collected, and the importers just laugh 
at us. 

Mr. Curtis. Has anyone in the executive department made an 
official statement as to why they have taken the position they have? 
Have they actually said that in their opinion, because there are agree- 
ments with the Scandinavian countries under GATT, that therefore 
they cannot enforce our domestic laws? Have they ever said that? 

Mr. Urt. I have never been able to find such a statement, but I do 
know that they made a protest based on the grounds that we violated 
our General Agreement on Tariffs and Trade, and subsequently the 
executive department has done nothing about it. Therefore, I only 
conclude that they thought that that kind of a protest was valid. 

Mr. Curtis. The reason I think that is so significant, and I think 
it is up to this committee to pursue that question further to determine 
it is that the executive department, in their testimony before us, have 
always said that the jurisdiction granted to the executive under the 
trade agreements whence spring the authority to enter into GATT, 
and the jurisdiction that GATT possesses is not such that would inter- 
fere with any of our internal and domestic laws. Yet, if this situation 
is as it seems to be on your presentation, there is an example where a 
GATT agreement actually has, from a practical standpoint, at any 
rate, superseded our domestic laws. Wouldn’t you agree? 

Mr. Urr. I would agree that that is correct, although they may give 
a different excuse. I know the protests were based on that. Nothing 
has been done, and my conclusion is that that was the effective protest. 

Mr. Curtis. They have never given any other excuse than just 
saying that the Scandanavian countries have protested it because of 
the GATT agreements? 

Mr. Urr. They have never given an explanation that I know of. 

Mr. Curtis. Thank you. 

The CHatrMan. We thank you, Mr. Utt, for our appearance and 
the information given the committee. 

Mr. Reed is recognized. 
































ORGANIZATION FOR TRADE COOPERATION 703 


Mr. Ruszp. I have here several telegrams with regard to the pending 
bill. The first is from Mr. Ernest Rees, Jr., Fayetteville, Tenn,, 
commenting upon the testimony of Mr. Lamar Fleming. 

The others are from the Seine and Line Fisherman’s Union, affiliated 
with the AFL-CIO; the Cannery Workers Union and the Seafarers 
International Union of North America, affiliated with the AFL-CIO, 
all opposed to the pending bill. 

I ask unanimous consent that these telegrams be included in the 
record at this point. 

The CuarrmMan. Without objection, it is so ordered. 

(The telegrams referred to follow:) 


FAYETTEVILLE, TENN., March 8, 1956. 
Representative Danrex A. Reep, 


Capitol Hill, Washington, D. C. 


Mr. Lamar Fleming’s testimony Wednesday before House Ways and Means 
Committee against quotas and in favor of OTC interesting wher viewed in light 
of his firm’s operations of trading in coffee and cotton between practically every 
country of the world. Naturally he and his firm are interested in removing 
trade barriers the world over and not particularly interested in American cotton 
or the 2,500,000 ple employed in manufacturing textiles and garments in the 
United States. Seen y Congress of its tariff-making powers to a supra- 


national agency would be a most dangerous move since cost of growing and making 


a in the United States are in most cases much higher than in the rest of the 
world. 


ERNEST REEs, JR. 


San Pepro, Cauir., March 8, 1956. 


Congressman Danret A. REED, 
House of Representatives, Washington, D. C.: 

The seine and line fishermen’s union of San Pedro has gone on record to vigor- 

ously oppose H. R. 5550. We pet caee? request that you do all in your power 


to vote against the passage of H. 5550. 
JoHN CALISE, 
Secretary, Business Agent, Seine and Line 


Fishermen’s Union affiliated with AFL-CIO 


TERMINAL IsLAND, Cauir., March 8, 1956. 
Congressman D. A. REEp, 


Ways and Means Committee, 
United States Senate Building, 
Washingto.., D. C.: 
The cannery workers union is on record opposing bill H. R. 5550; strongly urge 
you oppose this bill because it will endanger the American fishing industry. 
Tuomas Ivy, 
President, Cannery Workers Union. 


San Francisco, Cauir., March 9, 1956. 


Hon. Danret A. REED, 
House Ways and Means Committee, House of Representatives, 
New House Office Building, Washington, D. C.: 

The Seafarers International Union of North America, affiliated with the 
AFL-CIO, speaking in behalf of approximately 75,000 members employed in 
United States merchant marine vessels and in the United States fishing industry, 
is strongly opposed to H. R. 5550. Organization for Trade a (OTC) 


is a creature of the General Agreement of Tariffs and Trade (GATT) and is pur- 
portedly set up to give full effect to the purposes and objectives of GATT and 
administer GATT. The General Agreement on Tariffs and Trade, article 11, 
section 1, reads: “No prohibitions or restrictions other than duties, taxes, or 
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other charges, whether made effective through quotas, import or export licenses, 
or other measures, shall be instituted or maintained by any contracting peek. 
Article 11, section 1, of GATT is inconsistent with existing legislation: Nsmely, 
the Sugar Act that fixes import quotas on sugar, and with import quotas es 
lished urder the Agricultural Adjustment Act. In other words the executive 
branch of our Government through GATT has superseded the Congress of the 
United States authority conferred on it by the Constitution of the United States 
of America to regulate foreign commerce and tariff and trade matters. 

To date, the executive department of this Government has not been given the 
authority to ban import quotas or commit Congress by international agreements 
not to legislate to establish import quotas or maintain quotas already established. 
Certainly this calls for congressional appraisal of the whole General Agreement 
on Tariffs and Trade before Congress gives it be a rage to H. R. 5550. H.R. 1 
(Trades Agreement Extension Act), introduced in the Ist session of this 84th 
Congress, section 3 (a), would have preratified GATT. Congressional approval 
of H. R. 5550 shall in effect if not in fact preratify GATT. Congress rejected 
section 3 (a) of H. R. 1. Should the Congress of the United States of America 
give powers to an international organization, OTC-GATT, with headquarters 
in Geneva, Switzerland, wherein the United States of America has 1 vote out of 
about 35? Congress refused to grant such powers to the President of the United 
States of America. We are sure that it would be very un-American to grant such 
powers to an international organization. It is a matter of congressional record 
that many industries and small-business firms in these United States are being 
driven out of business and wage earners losing their jots tecause of unfair imports 
competition. Our organization is eit eae interested in the survival of the 
United States fishing industry and the United States merchant marine. Our 
organization has appealed time and again to the United States Tariff Commis- 
sion for help in behalf of the New England fishing industry, the gulf coast shrimp 
industry and the California tuna-fishing industry. Only once has the United 
States Tariff Commission made favorable recommendation to the President. The 
President vetoed their recommendation under the escape clause of the Trades 
areowene Act. We urgently request your honorable committee to vote against 

. R. 5550. 

SEAFARERS INTERNATIONAL Union or Norta America, AFL-CIO, 
Harry LuNpEBERG, President. 
Joun Hawk, Secretary-Treasurer. 


The CuarrMaNn. The next witness is our colleague, the Honorable 
Daniel J. Flood of Pennsylvania. Of course we know you very well, 
but please follow the usual custom and give you name, address, and 
the capacity in which you appear, for the benefit of the record. 


STATEMENT OF HON. DANIEL J. FLOOD, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Fioop. My name is Daniel J. Flood and I represent the 11th 
Pennsylvania District. 


Mr. Chairman, thank you for giving me this opportunity to docu- 


ment the record of your committee with my views relative to the ques- 
tion of whether or not this Nation should become a part of OTC. 

The impact of H. R. 5550 would have serious effects on the United 
States economy. One close to the problems of my area is that con- 
cerning the “dumping”’ of residual fuel oil on the American market 
from sources in Venezuela. 

This is a very serious economic problem to my area, which includes 
the anthracite coal region of northeastern Pennsylvania. This is 
a problem with which I have had to cope for many years as Repre- 
sentative from Pennsylvania’s 11th Congressional District. 

Our problems there concerns the inroads of residual fuel oil which 
has depressed the sales of anthracite coal. We have lost many lucra- 
tive markets for our coal because of the importation of residual fuel 
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oil, eee from Venezuela but in some cases from other areas 
as well. 

Mr. Chairman, these oil imports have been utilized in such a manner 
as to replace domestic fuels in their normal markets, and the effect 
of this shift has become increasingly serious and widespread and, to 
say the least, alarming. 

Not only has the domestic fuel industry suffered, but also the rail- 
roads and their labor forces who transport the coal. There has been 
a resultant loss of certain revenue to the United States Government 
and within the problem there is even a potential threat to our national 
security because coal undoubtedly will be in great demand in the 
event of an emergency. 

In 1953, residual oil imports to the United States totaled 131,395,000 
barrels, and in 1954, they totaled 129,124,000 barrels. In each 

ear the combined supply to this market by the Netherlands West 
Indies and Venezuela was approximately 94 percent of the total. 

After the outbreak of hostilities in Korea the free world demand for 
etroleum products was divided as follows: 26 percent for residual 
uel oil; 74 percent for products of higher grade (gasoline, kerosene, 
etc.). Venezuela increased her output but produced 74 percent 
residual oil and 26 percent higher grade petroleum products. 

Even allowing for differences in individual orders as opposed to a 
total figure for world demand, such a contrast in the above figures 
would seem to indicate that Venezuela’s refining processes are re- 
tarded technologically. 

Assuming this to be true it follows that much of this excess of 
residual oil must be treated as a waste product, for which there is no 
demand and thus no market. 

If, however, a market could be found or created, there would exist 
a means to dispose of the excess residual. To do this, that is, to 
create a market, necessitates selling the waste product at a very low 
price, and in this case below cost. 

Thus, the waste product returns a certain revenue and is not en- 
tirely wasted. But high production of such a waste product and its 
sale below cost is obviously uneconomic and must be balanced by 

igher prices for the higher grade petroleum products. 

n practice this appears to be exactly the state of affairs regarding 
the post-World War II exports of Venezuelan residual oil to the Atlan- 
tic seaboard of the United States. Prices of residual fuel oil were cut 
in 1952 at the same time that prices rose on household and lighter 
commercial oils. 

Thus the more numerous consumers of these lighter oils are in effect 
subsidizing the below-cost sale of residual fuel oil, which is sometimes 
sold up to 40 percent below cost. 

This practice fits the definition of “dumping.” It has been very 
successful in the post-war period and shows promise of continuing in 
the same direction. There is thus a lack of incentive for foreign oil 
producers to improve their refining techniques to meet the world de- 
mand for higher grade products. 

Most importantly, from 1946 through 1954, imports of residual 
fuel oil replaced the cumulative equivalent of 207,135,000 tons of 
coal, in coal’s normal markets. 

It becomes immediately obvious that not only do coal producers 
suffer, but so also does a considerable segment of our domestic econ- 
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omy. And, in addition to the above-mentioned losses, the coal 
industry and railroads have to cope with fluctuations in residual oil 
imports which change demands for coal and its transportation. 
Planning for these fluctuations becomes increasingly difficult and 
simply adds another burden on a very special problem. 

Coal and rail management under these conditions can no longer be 
certain of their future programs for development, capacity, employ- 
ment, or financing. 

It may be argued by foreign oil interests that the problem is not a 
special one but simply a result of the give-and-take of freer inter- 
national trade. 

But this surface argument is not valid when it is realized that 
foreign residual fuel oil is dumped on the United States market and 
not imported in the sense of the true spirit of freer international trade. 

And because of this, the American consumer of higher grade petro- 
leum products, by his payment of higher prices for these products in 
order to subsidize the dumping of residual oil, joins the growing 
segment of our economy which suffers from excessive oil imports. 

Besides the direct effect which excessive residual oil imports has 
on our economy, there exists an indirect effect which may be viewed 
in the sense of a potential threat to the safeguarding of our entire 
Nation. 

As coal is progressively forced out of its normal market by an 
expanding rate of imports of foreign residual oil, the coal industry will 
be forced to contract its capacity to produce. 

Mines will be closed and miners laid off or shifted into other indus- 
tries. If then our national security should suddenly be endangered, 
the need for coal to support wartime industry would become tre- 
mendous overnight. But it takes weeks to reopen mines and to train 
miners. At the projected rate of warfare in the modern world these 
precious weeks might be too long. The domestic fuel industry 
therefore needs the constant support of the American public and the 
United States Government if for no other reason than national 
defense. It would be a tragic lesson to realize too late that we had 
permitted such a vital industry to deteriorate. 

Yet, this is exactly what might happen if foreign residual fuel oil is 
continuously permitted to undermine the markets of our domestic 
fuel industries. 

In October 1952, a supplementary bilateral trade agreement be- 
tween the United States and Venezuela became effective. Vene- 
zuelan low-gravity crude oil and residual fuel oil were given very 
favorable treatment as to tariffs on their importation into the United 
States. 

Since higher-grade petroleum products of foreign oil were assigned a 
higher tariff rate, domestic oil producers were partially protected. 
But in 1954, the administration realized that low-gravity oil imports 
were presenting a real problem to domestic fuel industry, and in the 
interest of defense preparations the President appointed in the fall of 
1954 an Advisory Committee on Energy Supplies and Resources 
Policy to study the problem. 

In February 1955, the Committee recognized the threat to the well- 
being of our domestic fuel industry and recommended that foreign oil 
importers voluntarily restrict their future imports of residual fuel oil. 

In September 1955 the Director of the Office of Defense Mobiliza- 
tion reported that sufficiently voluntary action had not been taken by 
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the oil importers. In the first 7 months of 1955, imports of residual 
oil increased over 23 percent above the level of imports in 1954, and 
three-quarters of the companies reporting imports of residual fuel oil 
exceeded the import ration recommended by the Presidential Advisory 
Committee. 

In November 1955, a monthly reporting system was set up by ODM 
whereby the oil importers report both actual and planned imports of 
crude and residual fuel oils. 

Nevertheless, in spite of these precautions, the Director of ODM, 
upon recommendation of the Advisory Committee on Energy Supplies 
and Resources Policy, addressed a letter to residual fuel oil importers 
on January 18, 1956, requesting them to indicate possible needs for 
additional imports of residual between that date and April 30, 1956. 
The reason given for this move was the increased consumption of 
residual oil caused by high-level production and unusually cold 
weather. 

This may be only a temporary situation, but in view of the ODM’s 
judgment last fall that voluntary import restrictions had not been 
applied, and this recent reversal of ODM policy, the indications are 
that voluntary controls have failed. 

The insufficiency of voluntary controls would then seem to necessi- 
tate legislative action and consequent passage of one of the proposals 
now before Congress to impose a set formula for the restriction of 
future imports of residual fuel oil. The problem is now so great that 
import tariffs alone might not keep excess imports within bounds. 
Dumping of this type can only be really checked by application of a 
quota formula. A quota should be applied so that adequate supplies 
of residual oil would still be available to those consumers whose plant 
has been epeeay geared to its use and to preserve a good level of 
reserve stocks. 

At the same time it would greatly aid the reestablishment of a 
healthy market for the domestic coal industry and provide a spur to 
further petroleum research and development of new oil resources by 
domestic petroleum producers. 

As for the concern over free trade, the present situation seems to be 
performing a definite disservice to the cause of freer world trade. 

But the application of quota restrictions might provide the necessary 
drive to force foreign oil interests to find dispositions of their excess 
residual oil more in line with demands of the modern world or at least 
° ihe their refining processes to minimize the output of residual 

uel oil. 

There should be no reason for concern over the possibility that 

uota restrictions on imports of residual fuel oil will leave the principal 

merican consumers of this product without an adequate supply. 
The more efficient domestic producers of petroleum products, who 
ordinarily have a minimum of “waste” residual oil, can easily adjust 
their processes to produce sufficient quantities of this item where a real 
need arises. And this demand, fulfilled within the domestic economy 
cannot but be advantageous to all concerned. 

The problem is thus one of stopping uneconomic and unfair prac- 
tices by foreign oil interests which seriously affect an important 
segment of American society. There is no reason to permit these 
practices to continue endheaanh 
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Any trade cooperation eee in which this country shall take 
an active part should firstly protect the American industries from 


unfair inroads which tend to depress the economic success of those 
industries. 


Thank you, Mr. Chairman. 
The CHarrman. Next is Mr. William J. Barnhard. Please give 


your os address, and the capacity in which you appear, for the 
record. 


STATEMENT OF WILLIAM J. BARNHARD, SECRETARY, NATIONAL 
ANTIDUMPING COMMITTEE, INC. 


Mr. Barnuarp. Thank you, Mr. Chairman. My name is William 
J. Barnhard. I am an attorney with the Washington law firm of 
Sharp & Bogan, and a specialist in customs law and related problems 
in international trade. I appear here before this committee today in 
my capacity as secretary of the National Antidumping Committee, 
Inc., a recently organized association of United States businessmen 
and other United States citizens directly concerned with problems of 
world trade. 

I wish to thank the chairman for this first opportunity granted to 
our new organization to testify on legislation in which its members 
have a vital concern. 

The CuarrMan. Off the record. 

(Discussion off the record.) 

Mr. Barnuarp. This is not the proper occasion for an extended 
discussion of the scope or the objectives of the National Antidumping 
Committee. I would like to explain, however, our interest in H. R. 
5550 and the type of service which the Organization for Trade Co- 
operation can provide to our own economy in terms of the fair-trade 
rules, in terms of prohibitions against dumping, and so on, and for that 
reason, I would like to spend only a few scones to discuss our program 
in very general terms. 

“Dumping” in world trade is the selling or offering of large quantities 
of goods at an artificially low price with the purpose or effect of destroy- 
ing competition. This is a universally recognized evil. It is an unfair 
trade practice. It is a predatory weapon of monopoly used to destroy 
competition. Restrictions like our own Antidumping Act, enacted in 
1921, are, therefore, essential to prevent the type of predatory dumping 
which was then being threatened by some foreign cartels. It is a 
primary objective of the NADC to make such controls even more 
effective than they are now. 

Unfortunately, however, there are many sins being committed 
today in the name of antidumping enforcement. The Antidumping 
Act has been stretched far beyond the original intent of Congress, and 
is being used to throttle trade which has no relation to dumping, it is 
being used to penalize United States businessmen for actions over 
which they have no control, it is being used as a weapon to foster 
monopoly, instead of preventing it. 

And all this under one of the most pernicious forms of “star cham- 
ber’ procedures remaining in Government today. It is a primary 
goal of the NADC to eliminate these distortions and to Haake anti- 
dumping policy equitable as well as effective. 

In short, we believe that world trade must be fair, and a strong curb 
on dumping will help keep it that way. But, at the same time, we 
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believe the restrictions on world trade must also be fair, and must be 
kept to the area of trade in which they were meant to operate. 

e fervently hope this committee will find it possible later in this 
session to at least initiate a study of those problems in antidumping 
policy and the serious bottlenecks created by our present enforcement 
program. 

Antidumping enforcement, like all trade restrictions, is a prerogative 
of sovereignty. This Congress can devise and authorize any anti- 
dumping controls it desires, subject only to the limitations of the 
Constitution. But, by the same token, other sovereignties have the 
same powers in regard to their own trade restrictions. 

Occasionally, the desire of our friends abroad to sell their goods to 
us runs into conflict with one of our trade restrictions. More often, 
our desire to sell abroad runs into one of their trade restrictions. 
Obviously, we cannot change their rules any more than they can 
change ours. How to resolve the problem? Among sovereign govern- 
ments, there is only one method—short of conquest—and that is by 
negotiation; by agreement. 

Where the problem involves primarily only ourselves and one other 
nation, the negotiation and eventual agreement is best handled on a 
bilateral basis. Where the problem is common to the entire free-world 
trading community, it is easier and wiser to negotiate on a multi- 
lateral basis. 

The use of unfair competitive practices in world trade is such a 
community problem, in which all the trading nations of the free world 
have an interest in direct proportion to the trade of the nations in- 
volved: The United States, as the leading trading nation of the world, 
has a greater stake than any other nation in the elimination of patent 
violations, quota restrictions, dumping, and other unfair competitive 
practices from world trade. ; 

As the leading trading nation, the United States also has the greatest 
stake in seeing that a high and expanding level of world trade is 
maintained, subject only to the necessary restrictions that we and 
other nations have imposed for reasons of national security or other 
national interest. 

The importance of OTC to these objectives is that it would for the 
first time provide a permanent mechanism for achieving these goals 
that the United States, in its own self-interest, wants to see accom- 
plished in world trade. 

Participation in OTC would not increase our obligations under any 
existing or future agreement, but it would help to see that we lived up 
to the obligations we had voluntarily assumed. On the other hand, 
OTC would not increase our rights under these agreements, but would 
help guarantee that we received the benefits for which we had con- 
tracted. 

In neither case, whether as to rights or obligations, would OTC 
cause any change in the power of the United States Congress to exer- 
cise its constitutional control over this Nation’s foreign commerce. 
If anything, OTC would help the Congress to effectuate any desired 
change in trade policy by helping our Government to negotiate new 
agreements in the light of a new congressional policy. 

For example, if Congress were to establish an export-incentive pro- 
gram for increased sale of United States goods, it might easily run 
smack into trade restrictions or quotas imposed by our customers 

75018—56——46 
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abroad. Using the mechanism of OTC to help our two countries 
negotiate away those restrictions would be mutually advantageous. 
Remember, OTC itself could not order the restrictions or remove 
them. Only sovereign governments can do that. But governments 
ey 7 A aaa to negotiate would find their path eased by the existence 
of OTC. 

In the field of dumping, specifically, there are many restrictions on 
the books today, both here and abroad, that serve no useful purpose 
except to limit mutually beneficial trade between friendly nations. 
There are some countries, including our own, that force their own 
industries to pay higher prices for needed materials, when the lower 
prices at which they could buy would benefit the nation without 
doing damage to any industry. 

There are some countries, including our own, that penalize their 
own nationals for going bargain hunting in world trade, when the 
bargains they seek would help, rather than hurt, the national economy. 

Such restrictions at home limit our purchases and raise our prices, 
without providing any needed protection. And such practices abroad 
offer even greater hurdles for the sale of our own exportable commodi- 
ties, whether agricultural products, manufactured goods, or other 
things we may want to sell. It is to our own advantage to limit these 
restrictions to actual cases of predatory dumping, as they were in- 
tended, instead of using them to block our own legitimate purchases, 
and particularly our own legitimate sales, abroad. 

This program could be carried out by numerous bilateral negotia- 
tions with each of the countries involved. It would be easier and more 
profitable to establish reasonable antidumping restrictions on a broad 
basis through multilateral negotiations. 

It is in this type of negotiation that OTC would prove invaluable by 
providing the mechanism, the meeting ground, the statistics, the 
trained staff, and the expert studies for speedy and effective negotia- 
tion. 

I spoke a few moments ago of dumping as one of many community 
problems. In the small community in which I live, as in many of 
yours, we have found an effective method for discussing and ‘settling 
community problems. When some of the homeowners are troubled by 
some neighborhood practices, such as the dumping of uncovered 
trash cans on the street, or the wholesale burning of leaves, or the 
problem of school crossings, we have discussed these problems among 
ourselves and reached some sort of agreement. 

After a time, when the problems become more numerous or more 
regular, we found it advantageous to create a civic association, headed 
by a group of officers, and providing some continuity to our actions. 
Records are kept, the aii of providing a meeting place was 
delegated to the association, the chairman was given the authority to 
channel the discussions, assign research projects to experts, and main- 
tain order. 

Our civic association has no authority to impose its will on anyone. 
It has no police force, no police power. It cannot bind any member 
to do more than he agrees to do. It cannot even punish any member 
for failing to do what he has agreed to do. The civic association is 
only a mechanism, an administrative procedure, a housekeeping unit 
that simplifies the problem of negotiation, streamlines discussion, and 
assists every participant in reaching agreement—or, indeed, in reach- 
ing disagreement. 
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It provides the forum, it helps provide the facts, but it cannot pro- 
vide the force, for it has none. 

In the community of free-world trading nations, this is almost 
exactly the position of OTC, for in this community it would provide 
the forum, help provide the facts, but it could not provide the force, 
for it would have none. I regard OTC, therefore, as a sort of world 
civic association, helping its members to reach whatever agreement 
they might choose to reach in matters of community interest. It can 
do no more. 

There have been times, in my own local civic association, 
when I have disagreed violently with the agreement reached by a 
majority of the citizens present. Their decision did not, in any way, 
bind me to any course of action, nor could they impose the majority 
will on me. This is equally true of OTC. On the other hand, my 
disagreement on particular matters did not make me desire the 
dissolution of the association as a valuable community project. 

There have been other times when I helped negotiate a particular 
agreement as to a community problem, only to find when I returned 
home that my wife, who exercises considerable constitutional authority 
in our household, disagreed with the association’s action in which I had 
concurred. When our household followed the inevitable course of 
noncompliance, there was no authority in the civic association to 
punish us, or to impose its will on us, or to force us to comply. This 
is equally true of OTC. 

Under these circumstances, I fail to see how OTC can constitute a 
threat to our national sovereignty, to our national interests, or to the 
constitutional prerogatives of the Congress. 

Where we want to negotiate an agreement in our own interest, OTC 
makes that negotiating process easier and more effective. Where we 
don’t want to negotiate, that is the end of the matter, for OTC has no 
authority to tell us we must. 

Where we have obtained certain rights and granted certain conces- 
sions under a mutually acceptable agreement, OTC will check on the 
performance of the contract terms to see that we obtain our rights 
and live up to our obligations. 

This is mutually beneficial, except to one who desires to violate a 
contract he has signed, and I cannot believe that the opponents of 
OTC would adopt as a national policy the right to renege on our sol- 
emn international commitments. 

In the formulation of a universal antidumping policy that is at once 
effective and reasonable, as well as the adoption of other standards 
of fair practice in world trade, our Nation has everything to gain 
and nothing to lose by participating in an orga: ization such as the 
proposed Organization for Trade Cooperation. 

On behalf of the National Antidumping Committee, therefore, 
I respectfully urge approval of H. R. 5550. 

Thank you, Mr. Chairman. 

The CHarrman. Does that complete your statement? 

Mr. BaRNHARD. Yes, sir; it does. 

The CuarrmMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Barnhard, I enjoyed you statement very much. 
I think you make some very fine points. I would have been relieved 
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considerably if the executive officials testified along this line, and I 
think some of the difficulties that lie in my mind, at any rate, about 
OTC is the question of whether or not this is really a world civic 
association. 

I adopt your reasoning exactly as far as how we are going to have 
to handle our trade negotiations, and if OTC were no more than a 
world civic association, I don’t believe there would be any real objec- 
tion to it. It may be no more than that, but I think that defines the 
area, at any rate, where there is some dispute as to whether it amounts 
to that or really amounts to something more. 

With that statement, I wanted to ask you, on this particular sub- 
ject of dumping, particularly as you said you had some information 
in regard to what Congressman Utt testified to. 

If, on the other hand, OTC makes GATT more meaningful—let’s 
avoid the use of giving it any force, as you say—but makes it more 
meaningful, and GAT itself is regarded by the executive department 
as being more than just a civic association setting forth some agree- 
ments, then we are doing more than establishing a world civic associa- 
tion. 

Take this dumping situation that Mr. Utt described on hardboard. 
Presuming his facts to be true—and you may want to contest it, 
because I don’t know—there is a violation of our antidumping laws 
in regard to hardboard, and assume that the law is not being enforced 
by the executive branch because their position is that it violates an 
agreement under GATT. 

Then we have something more than a voluntary civic association; 
do we not? 

Mr. BARNHARD. Yes, sir. 

Mr. Curtis. I wonder if you would comment on it and point out 
where you think the error lies in that syllogism? 

Mr. Biiuain. Yes, sir. If those facts were true, I would agree 
with you completely, but those facts are not true. 

Mr. Curtis. Would you discuss that? 

Mr. Barnuarp. As Mr. Utt explained, he did not know for sure 
what the background of the problem was. By chance, I happen to 
be in a position to know what the facts were. 

In the first place, the finding of dumping in the hardboard case 
never went before the Tariff Commission for hearing. It was never 
decided by the Tariff Commission. It was decided in a closed-door 
decision by the Secretary of the Treasury before the Customs Simpli- 
fication Act of 1954 became effective; as a matter of fact, 5 days 
before it became effective, so that this matter has never been aired 
in a public hearing. 

Mr. Curtis. So, in other words, the opponents, those who might 
have taken opposition in regard to whether there was a violation, had 
no chance to present their case; is that true? 

Mr. Barnuarp. Yes, sir; that is true, no chance before the finding 
of dumping was issued. 

The CuarrMan. Will you yield there? 

Mr. Curtis. Yes. 

The Cuarrman. I might just add a little light to that question. 
You will recall that this committee reported and the House passed 
Mr. Utt’s so-called hardboard bill. It went over to the Senate and 
stayed there some time. 


ORGANIZATION FOR TRADE COOPERATION 713 


The administration was op to it. Finally, the Senate added 
it to the gifts for servicemen bill. 

Mr. Curtis. I remember that procedure; yes. 

The Cuarrman. And it went to conference. The President wrote 
me a strong letter opposing the hardboard provision and it was taken 
out in conference. I announced that we would give the hardboard 
people a hearing, and set the date and issued a press release announcing 
a hearing on a certain date on hardboard. 

Then the hardboard people came and asked that the hearing be 
cancelled. At their request, the hearing was not held. 

Mr. Curtis. I think that is very helpful. Essentially, though, I 
am interested in the procedures that would involve this question of 
whether or not our domestic laws, in this instance illustrated b 
antidumping laws, might not be enforced because of a conflict wit 
GATT, and that is where your explanation is coming along, and I 
can see your point. 

Mr. BarnuArD. I might say, sir, that the procedure in the dumping 
matter, that is, the matter of hardboard dumping, was in all basic 
essentials identical with the procedure that the chairman has just 
described with regard to the reclassification bill. 

This was a step which was taken without public hearings. The 
major position of the importers and those who were interested in 
maintaining this trade was to hold a hearing before action was taken. 
It was for that reason that the chairman assigned a hearing on the 
reclassification matter, that is, the classification of hardboard for 
tariff purposes, and that hearing was withdrawn at the request of 
the domestic hardboard industry, the industry which had originally 
requested it. 

Mr. Curtis. Your main point, though, is that there has never been 
a real public hearing, through the procedures that the Congress and 
the executive branch have set up. which has determined that there is 
a violation of the antidumping laws? 

Mr. BarnuarD No, sir. I think there was some confusion here, 
sir, between the bill which would have reclassified hardboard, which 
was H. R. 5559. That is what the chairman was discussing. 

Mr. Curtis I know he was, but I am not. 

Mr. BarnuarpD So far as the dumping is concerned, there was no 
hearing before the finding of dumping was made, which was on 
August 27, 1954. 

Since that time there have been continuous sessions of conference 
and negotiation between the importers and the representatives of 
the importers and the Treasury Department. There have been 
assessments made on a number of shipments, a small number, but a 
number of shipments which were imported during 1953 and 1954. 
They have not yet reached 1955. 

The reason no money has been collected is twofold. One, because 
in 95 percent of the cases there were no dumping duties found to be 
applicable; and two, because in the few cases where the Treasury 
Department believes there are some dumping duties due, those cases 
have been appealed to the customs court and so the duties are not 
collected until the customs court makes its decision. 

In this particular instance, sir, the Treasury Department has ad- 
mitted that some of the information on which they base their original 
finding of dumping was incomplete and they have since found that 








714 ORGANIZATION FOR TRADE COOPERATION 


some of it was inaccurate. It turns out now, since the full figures, 
the full price schedules, and the full price breakdowns have been 
revealed to the Treasury Department, that as a matter of fact, there 
was no dumping or virtually no dumping of Swedish hardboard dur- 
ing this period. 

if there had been an opportunity for full public discussion and full 
hearing on the merits of this issue before the finding of dumping was 
made, I doubt very seriously if it ever would have been made, be- 
cause the facts do not sustain dumping. 

So far as the influence on our Anti-Dumping Act in GATT is 
concerned, what the Treasury Department is enforcing here, and the 
only thing it has the power to enforce, is the Anti-Dumping Act of 
1921 passed by this Congress, as amended in 1954. 

The provisions of GATT which we made sure were somewhat 
similar to our own domestic statute had absolutely no effect on the 
enforcement policy of the Treasury Department, upon any dumping 
duties which may be levied or collected on any imports coming into 
the United States. 

Mr. Curtis. Was the argument used that the agreements in GATT 
were in conflict if this were enforced? 

Mr. BarnuarD. No such arguments were used, sir, because the 
agreement in GATT has no influence upon any domestic policy, any 
policy of domestic legislation, which is applicable in this country. 

The only way GATT might arise as an issue in this case would be 
if the Scandinavian countries, if Sweden, particularly, which is in- 
volved here, thought that we had applied an antidumping restriction 
which was not proper under GATT, then they would have claimed a 
ee of the GATT contract, of our contract, by the United 

tates. 

So far as I know, no such claim has ever been made. 

Mr. Curtis. And that argument was not used in this discussion 
and presentation? 

Mr. Barnuarp. That argument has no applicability to the en- 
forcement of the United States antidumping law. 

Mr. Curtis. The reason I am asking whether it was used 

Mr. BaRNHARD. It was not used, sir. 

Mr. Curtis. I don’t ask you this to embarass you, but you know 
about this because you represented some interests involved in this 
discussion, or do? 

Mr. BARNHARD. Yes, sir. 

Mr. Curtis. So you would be in a position of saying that that 
argument wasn’t used. 

Mr. Barnwarp. Yes, sir. I know, as a matter of fact, that this 
point was not raised, because it is not applicable, any more than a 
GATT principle is applicable in the enforcement of any United States 
law, or any rate of duty, or any restriction on trade practice, or any 
other piece of domestic legislation. 

Mr. Curtis. I know that has continually been advanced by the 
various members of the executive department, but I, of my own 
personal knowledge, have seen representatives of the executive 
department use as an argument with this Congress and this committee 
the fact that if we did thus and so, we would be violating GATT, and 
thus and so having to do with domestic legislation. 
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Mr. Barnuarp. I think what they have said, and the effect—this 
involves OTC and GATT—s this, or if they haven’t said it, I believe 
they should have said it: 


This Congress has the power to pass any legislation it desires in the trade field 
within the limits only of the United States Constitution. 


This Congress is not in any way bound by GATT or bound by our 
commercial treaty with Afghanistan, or any other treaty that we have 
signed or with any executive policy that has been incorporated into an 
agreement. 

However, there are many trade agreements that the United States 
has entered into. Trade agreements, after all, are contracts, con- 
tracts in which there is a quid pro quo. As Congressman Simpson 
and I learned together, sitting side by side in the Georgetown Law 
School classroom, in the course on law of contracts there must be 
adequate consideration, that is, the United States in a trade agree- 
ment has promised to give A, B and C, provided that the contracting 
party will give us X, Y and Z. 

It may be Congress has the right at any time to force the United 
States to violate that trade agreement. It may pass a law saying 
“No, we will not give A.” In such a case, we have breached the con- 
tract. We have a right to do so, but we have breached the contract. 

In such a case, the other signatory party to the contract may say 
“You have breached a part of your agreement. Therefore, we will 
breach a corresponding part of our agreement, so we will withdraw 
concession X.” 

Congress has a perfect right to breach the contract and what the 
executive department officials have said to you is that if you do pass a 
particular piece of legislation, you will be breaching one of our inter- 
national contracts. You have a right to do so, but they want you to 
know that you will be violating that agreement, and they can say no 
more than that to you, sir. 

Mr. Curtis. That would be your explanation, too, of the reason 
why a waiver was required from our domestic agricultural act as it 
affected GATT agreements? 

Mr. BarNHARD. Yes, sir. We had signed an agreement that there 
would be no such restrictions unless they were necessary. We came 
before GATT—and GATT, after all, is not an organization; GATT is 
only an agreement, is only a contract—before the other signatory 
powers, the people with whom we had contracted, and we said to them 
“‘We have a particular problem at home and we want a waiver of the 
right which we guaranteed in this contract,” and that waiver was 
granted. 

Mr. Curtis. One final question, or possibly a line of questions. 

On page 2, I was interested in what you had to say at the top of the 
page. Yousaid, 

And all this under one of the most pernicious forms of star-chamber procedures 
remaining in Government today. 

I believe you were referring to extensions of the antidumping act. 
I don’t know whether I would use that strong language myself in regard 
to the procedures that are presently set up whereby determinations are 
made as to what agreements the United States will enter into under 
GATT in relation to matters that affect domestic industries, but I am 
concerned. about the fact that under our present laws, Congress does 
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not spell out any procedures whereby industry, labor, and agriculture 
can get their point of view through to the Board of Negotiators, as I 
have chosen to call them, who actually negotiate and enter into these 
agreements. 

Mr. Barnuarp. Sir, I believe Congress has specifically spelled out 
some of those rights in the use of the peril point. 

Mr. Curtis. Yes, that is very true, and J might say in this regard 
the escape clause and peril point were bitterly fought by the very people 
who have always advocated this program, and, of course, I am tap y 
today to find that they use that quite readily as an example of wy 
industry, labor and agriculture are somewhat protected, but I am very 
aware of the fact that those procedural provisions were put in over 
tremendous opposition. 

Now, the question that I raise is: Are those sufficiently adequate? 
Because they refer to traiffs, essentially. 

Mr. BARNHARD. Yes, sir. 

Mr. Curtis. While other trade restrictions, my goodness, can in- 
include 101 different devices, and how does industry, labor and agri- 
culture get their point of view across to our negotiators in regard to 
those items? 

Mr. Barnuarp. Sir, I believe it is through this Congress. The 

initial power for the entering into of the trade agreement by the 
executive, the initial power to do so, comes from this Congress. That 
power has been reaffirmed six different times. 
Mr. Curtis. The point I am getting at is the Congress has just 
delegated blanket authority, according to most people’s interpretation. 
We Tairin’s ut any guide lines down. The only guide line is some 
executive order which creates your Trade Agreement Committee, and 
your Committee for Reciprocity information, but as far as bridging 
the next gap of getting information that might be geared into those 
committees, and being sure that it is passed on and becomes part of 
the information that the board of negotiators has, there seems to be 
no formality about that. 

Mr. Barnuarp. I would like to answer that in two short ways: 
First, so far as the negotiators are concerned, I find it very hard to 
believe that representatives of the United States Government under 
such people as Secretary of States Dulles would go into the negotia- 
tions with the intention and the purpose of destroying a part of the 
American industry. 

Mr. Curtis. No one is making charges like that, but there are 
charges made by many industries, not intentionally maybe, that their 
point of view has not been represented and that they haven’t had 
these facts. 

That is the thing that I am talking about, and I will say this: 
There are no procedures that are set up that would give them an 
opportunity of actually being sure that their cases are represented, 
and that refers back to your use of the star-chamber method, which 
is exactly what some of these industries have accused the Congress of 
having permitted to exist. 

Mr. BarnwARD. Sir, the second part of my answer, I think, incor- 
porates this, and that is that if the Congress believes that such re- 
strictions or such procedures should be spelled out in its delegation of 
authority, it has a perfect right to do so, but on six occasions it has 


decided that no such things are necessary, but that is for the Congress 
to decide. 
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Mr. Curtis. However, you, as a witness, are giving us the benefit 
of your advice, and that is why we are discussing it. Of course, we 
have the power. That is why I am pursuing this line, because it 
seems to me tentatively that we need to exercise something along that 
line, and you, as a witness, a person familiar with these things, can 
help. Don’t just answer by saying what has been done in the past. 

What has been done in the past has created a great deal of dissension 
throughout our country. I wonder whether by spelling out some of 
this it might clear the atmosphere considerably? Maybe that has 
been the error, that we haven’t set our procedures so that our citizens 
know how to present their cases. 

Mr. BAarRNHARD. Sir, for a number of years I have been concerned 
exclusively with problems of world trade, and I have yet to find an 
instance where there is a contradiction in attitudes towards a particu- 
lar piece of legislation or a particular executive policy, where the 
greatest amount of information was not provided by the domestic 
industry using every form available and they have rarely failed in 
getting their point across. 

Mr. Curtis. I am afraid that you and J disagree on that. There 
have been many instances where the information has not been gotten. 
I shouldn’t say that as a positive statement, but just the evidence that 
has been presented to me seems to be quite clear that they have not 
got their point of view across. 

Therein lies a great deal of the difficulty. It is a star-chamber 
oe where a decision is made without a hearing, just as you 

ave well pointed out, and I think properly pointed out, that if those 
who were opposed to the theory that hardboard coming in here is 
violating our antidumping laws didn’t have a chance of presenting 
their case, and the decision was made without it, without your having 
a chance, in my opinion that is very poor procedure and I suggest the 
same way is true in these other instances. 

Mr. Barnuarp. That is not the procedure, unfortunately, sir. 
The only people who have an opportunity to participate in that 
determination are the members of the domestic industry. It is they 
who initiate the investigation; they who file the complaint. They 
are the only ones who appear and who present information. It is the 
representatives of the importers, the representatives of the other side, 
who are never given an opportunity to counter those charges or to 
appear at a hearing. 

Mr. Curtis. I appreciate it, and I say I agree with you that if your 
presentation is right, it is very poor procedure, and I am suggesting, 
though, that the other side of the coin has existed to a large degree, 
as far as the complaints received are concerned, at any rate. 

Many domestic industries are concerned. They say the people 
who are so set on granting concessions to other countries in these 
GATT agreements &s not have the information and viewpoint of the 
domestic producer at the time they negotiate away what to the 
domestic industries are their protection. 

Mr. Barnuarp. Sir, the very purpose of the peril point—— 

Mr. Curtis. You are only talking about tariff. I say these other 
areas of trade restrictions become even greater than the element of 
tariff. Now, if we had a similar procedural device to peril point and 
escape clause, as it relates to tariff concessions, possibly in these other 
areas my questions in regard to correct procedure might be answered. 
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Mr. Barnuarp. I think, sir, I would be in favor of such a presenta- 
tion. If I may, Mr. Curtis, you raised one question as to tuna, and 
the agreement with Iceland. 

Mr. Curtis. Yes. 

Mr. BarnuarD. May I say just a word on that? 

Mr. Curtis. Yes. 

Mr. Barnuarp. The statement was made by Mr. Utt that a low 
tariff rate was negotiated to give Iceland the benefit of exporting tuna 
to the United States, and that that low rate was adopted by Japan 
and other countries. 

I think, though, you will find, sir, that the basis, the use of that low 
rate by Japan and by other countries, is not in GATT. The basis 
for that is in a policy which was first initiated and first enforced by 
Secretary of State Charles Evans Hughes with the approval of the 
President, Warren G. Harding. 

The basis of that is an unconditional most-favored-nation clause 
which was first made national policy in the United States in 1923, 
and which is really at the heart of GATT, but it is a policy which 
goes back to 1923 and one which cannot be attributed to GATT as 
a new instrument. 

Mr. Curtis. I am not arguing politics with you, sir. I don’t care 
where it came from. This is an issue which requires some serious 
study and as I look at it, it isn’t a question of having a Democratic 
or Republican, or what President. It is an issue of how Congress 
delegates its powers. 

I wouldn’t care who was President. In fact, that is what we should 
disregard—who might be President—because when Congress dele- 
gates powers, any Executive might be at the helm at that particular 
time. Itisn’t men. It is a matter of procedure. 

Mr. BaRNHARD. I mention this not to raise an issue of politics, but 
only to point out that the basis of this action lies in United States 
policy that long precedes our agreement to the Geneva agreement. 

Mr. Curtis. / i of this is a culmination of what has gone before, 
and what we are trying to study is what is here right now and where we 
go from there. I think it is interesting to know when it came in. I 
agree with you on that. 

That is all, Mr. Chairman. 

The CuHarrMaNn. Are there any further questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Mr. Barnhard, did you say President Hughes cut 
the tariff on tunafish? 

Mr. Barnuarp. No, sir. I said the Secretary of State Charles 
Evans Hughes first initiated the doctrine of the unconditional most- 
favored-nation clause. 

Mr. Simpson. Do you favor that? 

Mr. Barnwarp. Do I favor it? 

Mr. Simpson. Yes. 

Mr. Barnuarp. I have not taken any firm position on it, sir. I 
recognize it as a longstanding policy of the United States, and I have 
found no reason to disagree with it. 

Mr. Simpson. Go right ahead. 

Mr. Barnuarp. I say I recognize it as a longstanding policy and 
I have found no reason to disagree with it. 

Mr. Simpson. This tunafish tariff cut had to do with Iceland; did 
it not? 
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Mr. BaRNHARD. Yes, sir. 

Mr. Simpson. Do they have tunafish in Iceland in quantities? 

Mr. BarNHARD. Not in any great quantities. 

Mr. Simpson. You say it was not done under the GATT agree- 
ments? 

Mr. Barnuarp. No, sir. 

Mr. Simpson. It was done under ‘the reciprocal trade program? 

Mr. BaRNHARD. Yes, I am quite sure it was. 

Mr. Simpson. It was done presumably for the purpose of helping 
the fishermen in the area where tunafish are discovered, namely, by 
the Japanese, and the harm is resulting from that. That is what 
resulted from that, and that is what Mr. Utt was talking about. 

I think you went way out of the way to go back to 1920 at the time 
the policy of the most-favored-nation treaty began, when this was a 
deliberate act in the last few years. 

Mr. Barnuarp. I have no way of knowing the motives behind 
this action, but the legal effect of an agreement we sign with one coun- 
try, and applying that same agreement to every other trade nation 
of the world is a longstanding policy that is not based on GATT. 

Mr. Srupson. Are you willing to-say- whether you like the most- 


favored-nations as a national policy or not? 

Mr. Barnuarp. I think it has proved to be a worthwhile policy 
= our purposes, and I find no reason to disagree with it as a national 
policy. 

Mr. Simpson. I have just a couple of questions. 

Would you consider the approval of this bill to be an endorsement 
of GATT and would it be in your opinion so construed by other 


nations of the world? 

Mr. BarRNHARD. I would not consider approval of this bill to mean 
congressional approval of GATT. 

Mr. Srwpson. Would you consider disapproval of it to mean that 
we are opposed to GATT? 

Mr. Barnwarp. Yes, sir, I think it would. The congressional dis- 
approval of OTC would be recognized as the withdrawal of the United 
States from a major trade policy organization. 

Mr. Simpson. What is there in this bill that there isn’t authority 
today in the executive branch to do with respect to administering 
GATT? 

Mr. Barnunarp. The only thing in this bill, sir, that would change 
what there is now authority to do would be to make what we are now 
doing more efficient. 

This would not change our obligations. It would not change our 
rights. It would not change any contract which we have signed or 
any contract which we may want to sign, but it would give us a better 
chance of having a permanent organization which would see that we 
obtain the rights that we have contracted for and that we live up to 
the obligations that we have contracted for. 

Mr. Stmpson. I have to repeat my question. Can we do that today 
without H. R. 5550? 

Mr. BarNuHARD. Yes, sir. There is no change in substance. 

Mr. Stwpson. Then in what sense would passage of this bill make 
any difference? 

Mr. Barnuarp. In the same sense, sir, that when I would like to 
meet with my neighbors in my community and agree on a certain form 
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of procedure, or certain form of operation, or some agreement on 
community problems, I can do it individually with each of my 30 
different neighbors, but I think it would be much more efficient and 
much more effective if we sat down as a civic association and made such 
an agreement under rules of parliamentary procedure and with expert 
studies provided by the staff, and so on. 

Mr. Stupson. I see the point of our misunderstanding. My 
question is, can’t we be a member of such an association without 
H. R. 5550? We are in GATT today. 

Mr. BarnwaArD. The President has decided that we should not, and 
I don’t know whether he decided that because he thought we could 
not, or because he thought as a matter of policy we should not. I 
don’t know the reason for it, sir. 

Mr. Stmpson. We sit down in GATT. We can talk there as long 
as we want to. I know it. I was there. There was a lot of talk. 
No one has told us any reason why we need H. R. 5550 to continue 
that civic meeting or that community talk; in other words, there is no 
grant of additional authority in H. R. 5550, and I think it is a useless 
act to pass, unless there is something in it. That is what I am asking 

ou. 
: Mr. Barnuarp. There is something very important in the form of 
procedure. 

Mr. Simpson. And what is it? 

Mr. Barnuarpd. That is the setting up of a mechanism, a house- 
keeping unit, an administrative office, the setting up of a permanent 
staff. All of these things would help us when we sit down with our 
partners to negotiate a contract. 

Mr. Simpson. So far as the record shows, all that can be done 
without H. R. 5550. In other words. there is nothing in the record 
which grants any additional authority to the executive branch. 

Mr. Barnuarp. The negotiations that have gone on under the 
Geneva Agreement for the last 5 or 6 years have been rather slipshod. 
They have been very effective, I believe, but they have been meetings 
called at special times; they have been meetings held only once a year; 
they have been meetings held without the advantage of preliminary 
staff study and use therein; and you and the other members know the 
importance of preliminary studies. All of these disadvantages would 
be removed if there were an organization like OTC. 

Mr. Stmpson. You are a smart man. I tell you that no one has 
told us they need any more authority to do just that. I have asked 
numerous witnesses: What new grant of authority is there in this 
bill? An no one tells us. I think there is no new authority other 
than that which is already claimed. 

Mr. Barnuarp. This is setting up an organization. It is creating 
an entity, an entity which is not specifically provided for by the 
GATT agreement. It has been decided that this entity should be 
subjected to congressional study and authorization. 

Mr. Simpson. You repeat that if we approve this bill we are not 
endorsing GATT. On the other hand, if we defeat this bill we are 
criticizing GATT? 

Mr. Barnuarp. No, sir. I say if you defeat this bill, I believe 
that you will be criticized as having—— 


Mr. Simpson. Is that what you are saying now, we are criticizing 
GATT? 
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Mr. Barnuarp. No, sir, I don’t think your action on OTC has any 
effect on GATT, one way or the other. 

Mr. Simpson. Would you object to our putting in a caveat and 
stating is in so many words? 

Mr. Barnuarp. I don’t think it is necessary, but I would have no 
objection. 

r. Simpson. That is all. 

The Cuarrman. Any further questions? 

Mr. King of California will inquire. 

Mr. Kina. Mr. Barnhard, I have found your testimony most 
interesting and revealing. I am perhaps not as well informed as some 
of my colleagues. I didn’t know that this most-favored-nation 
matter went back so far in our history. 

I felt, hearing as I have the criticisms of the reciprocal trade agree- 
ment, that it certamly had been given birth, since the days of Cordell 
Hull, so at least one member of the committee was alunaatad by 
the discourse. 

Wouldn’t it be reasonable to assume from the questioning by Mr. 
Simpson that perhaps the President or the administration wants 
Congress to join them in our participating in OTC? Did you hear 
the testimony of the gentleman representing the American bar 
yesterday? 

Mr. Barnuarp. Only a small part of it, sir, unfortunately. 

Mr. Kina. He devoted his time largely to allegations about illegal 
and improper delegations of congressional power. In fact, at the 
time the gentleman finished, I thought he was laying the ground 
work for impeachment proceedings. However, wouldn’t it seem 


reasonable in a matter of this kind, in view of the charges that have 

been leveled year after year against the Chief Executive and the 

other members of the Cabinet for moving on their own, for this 

administration to avoid that sort of criticism and have Congress 

join with the Executive and sort of sanctify this thing, or at least 

ring it out of the realm where it could be attacked as an act solely 
h 


by the administration or the President? 

Would that seem reasonable, Mr. Barnhard? 

Mr. BarNHARD. Yes, sir; it ceratinly would seem reasonable. 
I think it would be accepted throughout the world as a major step in 
the achievement of what our Nation, and all of our recent administra- 
tions, and all of our friends and allies in the free world have long 
sought as a major policy of free world strength, which is adherence 
to a set of rules of fair practice in world trade, and I believe if the 
Congress were to join with the administration in approving at least 
the OTC aspect of it, it would, sir, be a great step forward. 

As I explained, sir, I do not think that would necessarily constitute 
approval of GATT. I think, whether or not there have been invalid 
delegations of legislative power, that in the first place, this Congress 
has apparently believed that it did not, since it has reaffirmed the stand 
it first took 22 years ago. 

Furthermore, the ultimate decision as to whether or not this 
constitutes an invalid delegation rests in the courts and until the courts 
have stated that the Congress performed an invalid act and the 
President has acted without legal authority, until the courts have made 
such a statement, I am not prepared to make any. 
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Mr. Kina. Mr. Barnhard, I am sorry I was interrupted during @ 
short period when you were presenting your views. You correct me 
if my assumptions are not founded upon your statement. 

You feel from your experience in dealing with this problem profes- 
sionally that by joining OTC we will not be giving away anything 
material or anything that we should not; is that correct? 

Mr. Barnuarp. That is correct, sir. 

Mr. Kine. And you feel, likewise, that as faulty perhaps as our 
operations have been, and whether or not we opposed or supported 
the extension of the reciprocal trade agreement, there will be nothing 
added in the way of deleterious effect. to our country by joining 
OTC? 

Mr. BarNuHARD. I agree there would not be any such effect, sir. The 
only thing that OTC does is set up a mechanism to view a contract 
which we have signed, but the mere fact of setting up an organization 
to view that contract does not change any of the terms of that contract. 

Mr. Kino. However, conversely, Mr. Barnhard, if I understand 
you, you feel that only advantage can come by our joining OTC? 

Mr. Barnnarp. Yes, sir, only advantage. It would be the most 
effective way for us to incorporate into the general agreement, that is, 
into the agreement to which the free world has subscribed, the only 
way in which we could incorporate into that agreement our principles, 
the principles that we have established for fair practices in world 
trade. 

Mr. Kine. Then would I be unreasonable in assuming that it 
would then follow that these enterprises, business, and industries 
that have consistently opposed the Reciprocal Trade Agreements Act 
and its extensions through the years, would be better off in spite of 
their opposition to at least approve or advocate our joming OTC? 

Mr. Barnuarpb. That is an excellent point, sir, and I certainly 
believe they would be better off in this way: I believe there are large 
areas of world trade policy, particularly tariff policy, where men of 
good will and integrity and intelligence can have wide differences of 
opinion. 

However, where a group on one side or the other is successful in 
convincing a government, whether the Congress or the administration 
or both, that a change should be made or that there should be more 
restrictions on certain types of dumping practices or on certain types 
of quotas which are imposed abroad, where they believe that we have 
been unfairly treated, they stand a much better chance of achieving 
favorable results and having that unfair treatment remedied through 
an organization like OTC than they do through anything else that 
has ever been devised. 

Mr. Kitna. In spite of their being opposed all through the years to 
reciprocal trade, in spite of many of their apprehensions that they will 
be injured, and others who feel that they have been injured, in spite 
of all that, OTC would give them the potential of a remedy and 
would not injure them in the least, in your opinion? 

Mr. Barnuarp. Yes, sir; that is exactly right. 

Mr. Kine. Thank you very much. 

The CuarrmMan. We thank you, Mr. Barnhard, for your appearance 
and the helpful information you have given the committee. 

(The following material was submitted for the record:) 


~~ ee Se ee 
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STATEMENT OF DoNnaLp LINVILLE, Executive Secretary, HARDROARD Associa- 
TION, ON H. R. 5550 


My name is Donald Linville. I am executive secretary of the Hardboard 
Asseciation, Chicago, Ill., a trade association of domestic hardboard producers. 
I file this statement on behalf of the hardboard producers in the United States, 
in opposition to H. R. 5550. 

First a word about hardboard. From a simple origin as an American invention 
in 1926 in finding a way to use sawmill slab waste and edgings. hardboard has 
become a prcduct having hundreds of uses in all walks of life. Few automobiles 
or TV sets.are built without it. It will be found in nearly every home, office, 
and factory in some form. It is used as paneling in the lumber, furniture, and 
millwork industries; and as interior finish, floor undeilayment, paneling, and as 
forms for coneréte in construction and remodeling. It is also widely used in 
merchandising and display, and in the transportation, education, recreation, 
electronics, and manufacturing fields. 

Hardboard is simply small pieces of tough, dense wood taken apart and re- 
formed mechanically into large, wide, hard boards for greater utility. It 1s 
wood made better, that will not split, splinter, or crack. 

Haidboard manufacture affords a pt groans Peete to utilize more fully the 
tremendous quantities of wood waste generated annually in this country in 
lumbering operations and on woodlots. During World War II, hardboard 
became highly essential to the war effort and literally went to war, virtually 
the entire domestic hardboard production being preempted for war uses. Be- 
cause cf this essentiality and utilizatior of our forest rescurces, the Federal 
Government since World War II has encouraged and fostered in various ways 
the development of a large domestic hardboard industry. 

This statement is made in opposition to H. R. 5550, a bill which, though simply 
phrased, would commit this country to membership it. a permanent, international 
agency committed to a program of endless tariff reductions, to outlawing any 
other methods of regulating foreign tade, and to prohibiting discriminations and 
Government aid and encouragement which directly or indirectly reduce imports 
or stimulate exports—an organization that is substantially the equivalent in all 
respects of the discredited International Trade Organization (ITO) which Con- 
gress refused to endorse in 1946. 

Specifically, H. R. 5550 would authorize the United States joining the Organiza- 
tion for Trade Cooperation (OTC), a global agency formed by 35 contracting 
parties to the General Agreement on Tariffs and Trade (GATT). OTC is said 
to have as its sole object that of administering GATT which heretofore has been 
self-administered in informal meetings of members. This bill places before 
Congress only the administrative arm of OTC—GATT, the substantive provisions 
of the latter having been provisionally accepted by the Executive, purportedly 
under the Trade Agreements Act. An understanding of the significance of H. R. 
5550 can be obtained only from a consideration of OTC’s charter, the much 
longer text of GATT, and the many decisions, interpretations, rulings, and re- 
ports that have concerned GATT during its 9-year life. 

Thus viewed realistically, H. R. 5550 would commit this country to a far- 
reaching experiment in global economic planning to the great detriment of this 
country and American industry. 

We oppose the enactment of H. R. 5550 for the following reasons: 

In the first a GATT, approval of which is implicit if H. R. 5550 were to be 
enacted, which this country has provisionally accepted by executive agreement, 
represents a flagrant perversion of our reciprocal trade agreements program. 

Our trade agreements program which began in 1934 has always had and now 
has as its sole purpose that of ‘expanding foreign markets for the products of the 
United States (as a means of assisting in establishing and maintaining a better 
relationship among various branches of American agriculture, industry, mining, 
and commerce) by regulating the admission of foreign goods into the United 
States in accordance with the characteristics and needs of various branches of 
American production so that foreign markets will be made available to those 
branches of American production which require and are capable of developing 
such outlets by affording corresponding market opportunities for foreign products 
in the United States,” 

Reciprocity in lowering our tariff rates has been the basis upon which that 
program has been continued. 

The purposes and objects of GATT, on the other hand, which grew out of 
and are the same as those of the old ITO (and are also those of OTC) are those of 
‘raising standards of living, ensuring full employment and a large and steadily 
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growing volurre of real income and effective demand, developing the full use of the 

resources of the worid ard expanding the production and exchange of goods, and 

promoting the progressive development of the economies of all the contracting 
arties.”’ 

. Urder authority granted to increase our foreign markets by hardheaded reci- 

procity in tariff rate concessions, we have now provisionally accepted GATT 

which has as its purpose social and economic betterment on a global scale. 

GATT is far more than a collection of schedules of negotiated tariff rate con- 
cessions. Its controversial features spring from its attempt to reconcile the con- 
flicting trade policies of all 35 contracting parties. It does that by setting forth 
many idealistic principles regarding foreign trade, tariffs, and other economic 
policies and practices to which the contracting parties subscribe, each of which is 
accompanied by a confusing and complex array of qualifications and exceptions, 
to the point where it has been aptly described as “‘a global exhibition ot inter- 
national legerdemain”’ cataloging theoretical principles, pious hopes, and fond 
expectations along with a hodgepodge of exceptions having the effeet of preserv- 
ing and even binding present preferences, restrictions, and discriminations by 
which other nations can and do prevent our exports. 

Its ramifications are so broad and far reaching as to affect every aspect of our 
tariff laws and foreign trade. This was vividly demonstrated in lerislation 
before the 83d and 84th Congresses seeking to reclassify hardboard realistically 
for tariff purposes. 

Hardboard was not classified as such in the Tariff Act of 1930. It was then a 
little known product, that was classified for the first time, administratively, in 
1941 as “paperboard, pulpboard * * * plate finished”’ in tariff item 1413. Al- 
though the original 1930 rate for tariff item 1413 was 30 percent ad valorem, that 
rate was subsequently reduced in trade agreements to the point that imported 
hardboard as presently classified now carries a duty rate of $7.25 per short ton 
but not more than 15 percent ad valorem nor less than 744 percent ad valorem. 

In the 2d session of the 83d Congress, H. R. 9666 sought to correct this admin- 
istrative misclassification of hardboard as a kind of paperboard under the papers 
and books schedule of the Tariff Act of 1930, by placing this all-wood product 
in its proper tariff category as a manufacture of wood in the wood schedule. On 
the merits, hardboard is made of wood, retains all of the structural elements of 
wood including a wood-type bond of natural wood constituents, has about the 
same physical characteristics as wood, and is used or competes directly with 
other forms of wood such as lumber or plywood. In correcting the administra- 
tive misclassification, the bill would have given hardboard the reduced rate appli- 
cable to manufactures of wood, i. e., 16% percent ad valorem, the resulting 
reduced rate being only that which hardboard would have had if realistically 
classified in the first instance. 

H. R. 9666 was reported favorably by the House Ways and Means Committee 
(Rep. No. 2265), and on July 30, 1954, was passed by the House by the decisive 
rolicall vote of 235 to 109. This bill then went to the Senate where the Senate 
Finance Committee in the closing days of that session resolved to direct the 
Tariff Commission to make a study of the hardboard industry and of the tariff 
classification of hardboard. That Commission thereafter made a thorough 
investigation, held publie hearings, and rendered an extensive formal report to 
the Senate Finance Committee in March 1955, a majority of the Commissioners 
concluding: 

(1) That hardboard is a distinctive article of commerce of sufficient 
importance to justify specific enumeration thereof in the tariff schedules; 

2) That hardboard is more closely related, in texture and use, to ordinary 
wood, plywood, or lumber than to wallboard or paperboard, and that a spe- 
cific enumeration of hardboard would be more appropriate in the tariff 
schedule covering wood products than in either the tariff schedule covering 
paper products or any other tariff schedule; and 

3) That such specific enumeration should not await the completion of the 
general review which the Tariff Commission is making of the tariff classifi- 
cation in its tariff simplification study. 

Subsequently, this hardboard reclassification measure was made an amend- 
ment to H. R. 5559 (84th Cong. Ist sess.), was reported favorably by the Senate 
Finance Committee (Rept. No. 387), and on June 1, 1955, passed the Senate 
unanimously. 

As this legislation worked its way through the House and the Senate, it became 
the object of a great barrage of reports, newspaper stories, public statements, 
and publicity prompted by foreign embassies, importers, and even by our own 
governmental departments, to the effect that this simple reclassification measure 
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violated our international commitments in GATT. Members of Congtfess were 
bombarded from all sides with claims that the bill was a “‘sleeper,”’ a ‘“‘back door 
attempt” to violate our international commitments, and that its passage‘‘ was an 
action unworthy of the dignity” of the Congress. 

The Canadian Government contended, for example, that passage of H. R. 
5559 “‘would be quite contradictory to the spirit and intentions of the General 
Agreement on Tariffs and Trade which governs trade relations between Canada 
and the United States.” 

Mr. Charles P. Taft, a lobbyist, contended in numerous publie statements and 
letters to Congress that the legislation was a “ringer’’ that “opened Pandora’s 
box” to violations of our international commitments. Subsequently, before the 
Executive’s Club in Chicago, on May 13, 1955, Mr. Taft publicly stated that 
while “it would be a violation of GATT * * * it would constitute only a breach 
of a moral obligation for Congress, not a legal one.” 

The plain facts were that no trade agreement commitments as such have ever 
been made by the United States with respect to its duties on imported hardboard; 
Hardboard has never been mentioned in any trade agreement to which this 
country is a party. The 1935 and 1936 tariff concessions to Sweden and Fin- 
land relating to paragraph 1413 referred to the statutory words, ‘‘paperboard and 
pulpboard.” At that time hardboard was not mentioned; there were no imports 
of hardboard into this country; it had not even been classified administratively 
at the time; and there were basic United States patents on hardboard which 
would have precluded imports. The 1947 Geneva trade agreements under 
GATT likewise referred to paragraph 1413 in statutory terms, i. e., “paperboard 
and pulpboard.” At that time neither Sweden nor Finland were parties to 
GATT. Although Canada was a contracting party, it then had only one hard- 
board producer affiliated with a domestic manufacturer that did not as a matter 
of policy export to the United States, and could not do so without adopting 
different trademarks. Other Canadian hardboard producers were not estab- 
lished until 2 to 4 years after the 1947 Geneva concessions. The supposed 1947 
concession on hardboard was never identified, and witnesses when asked were 
unable to inform the Senate Finance Committee of any concession obtained in 
return. 

All doubts as to the application of GATT were resolved when the ranking 
member of the Senate Finance Committee told the Senate on June 1, 1955: 

‘« * * * none of the agreements which bind us * * * , can mean prop- 
erly interpreted, that we will not make a reasonably sound, fair, equitable 
classification of an article which has been misclassified, or the failure to 
classify, which has resulted in its being put into another bracket. 

“That is this case, in my opinion. It is not for the purpose of embarrassing 
State, or for the purpose of challenging any of the reciprocal agreements 
entered into by our Government with other countries under the Trade 
Agreements Act, that this amendment is offered. 

“When this particular product (hardboard) was first used or first made, the 
Tariff Act of 1930 did not classify it or attempt to classify it; but there is, of course, 
in all tariffmaking, a basket provision into which all other like products are put. 
After this product was made and after it got into use, it was classified as a paper 
product. That was an erroneous classification. The true classification always 
should have been as a wood product, because it is wood, and nothing but wood, 
and the board is made without the use of chemicals or any outside assistance. It 
results from the mere pressure of a wood product itself into the board form. 

‘Therefore, I have no doubt that anyone who thinks that the passage of the bill 
might constitute an infringement of any of our reciprocal trade agreements stands 
upon perfectly firm ground when he says this is not a reclassification for the 
purpose of affecting a duty rate; it is simply the making now of a correct classifica- 
tion of a product which was not in existence at the time when the tariff law itself 
was enacted. 

“‘T therefore hope that the bill as amended, will pass.”” (Congressional Record 
6296.) 

The ‘moral’ and “legal” commitments and ‘spirit’? of GATT are indeed 
far reaching. They are seriously urged as precluding Congress from considering 
even the correction of a simple, administrative, tariff misclassification of a product, 
or the classification of a new product not yet classified in the Tariff Act of 1930, 
on the ground that some broad category in which it belonged had been the subject 
of a trade agreement. GATT pressure operates to defeat congressional legislative 
power over tariff matters in devious ways: No one, of course, wants to violate an 
international commitment, even though the commitment is hard to isolate. In 
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practice Con can hardly touch any tariff matters without committing such a 
violation. hen one asks what concessions were obtained for the supposed 
commitment he receives only the vague statement that— 

“The item on which the concession was made covers a number of types of 
board and the ame oe with the entire tariff item. During the course of 
the negotiations it is the usual practice to discuss the more important components 
which enter under a broad classification” (statement of Canadian official to Tariff 
Commission re commitment on hardboard). [Emphasis added.] 

Belatedly, it is learned that under GATT commitments are apparently made 
where a product is not even mentioned, where the parties were not even aware 
of it, where for example our own administrative officials erroneously classified 
the product in a broad class of products that were considered in a negotiation. 
Moreover, the ghost of GATT commitments is often urged as justifying retaliatory 
penalties by other countries if Congress enacts any tariff changes. Under these 
circumstances, GATT is a severely limiting factor on Congress exercising its 
constitutional functions. 

OTC exists only to administer GATT, being as inseparable from GATT as 
the United Nations is from the U. N. Charter. That is to say, H. R. 5550 would 
be shorn of all practical effect should Congress amend it by the now common 
amendment to recent tariff acts to the effect that H. R. 5550 “shall not be con- 
strued to determine or indicate the approval or disapproval by the Congress of 
the executive agreement known as GATT. Hence, OTC has in it all of the 
infirmities of GATT. Moreover, neither OTC nor GATT is in conformity with 
the Randall Commission’s recommendations (1) that GATT be renegotiated along 
nonecompulsory lines and be confined to sponsoring multilateral trade negotiations, 
to recommending broad trade policies for individual consideration by each country 
and to providing a forum for consultation regarding trade disputes, and (2) that 
GATT, and not just its administrative arm, be submitted for congressional 
—, 

‘hile OTC—GATT resembles the U. N. in numerous respects (in fact, seeks to 
become a specialized U. N. agency), and while the sweep of OTC-GATT control 
over its members’ economies and foreign trade is as broad in that field as that of 
the U. N. is in other fields, there sre vast differences between them: 

In OTC each of the 35 members, be it tiny Luxembourg or the United States or 
Communist Czechslovakia, has a single vote, there being no provision either for 
a veto such as larger nations like the United States have in the U. N., or a weighted 
vote such as we have in international bodies like the International Bank for 
Revonstruction and Development (IBRD) or the International Monetary Fund 
(IMF). In OTC, we would thus be at the mercy of a majority of 34 other nations, 
with no alternatives except either to comply or to resign and face the collective 
retaliation of the majority. 

Moreover, while GATT consists of an executive agreement never submitted 
for congressional approval, Congress has carefully considered each of the other 
international agreements to which the United States has become a party, such as 
- a N., IBRD, IM}, etv., and has enacted appropriate enabling legislation 
or each. 

If H. R. 5550 is approved and the United States accepts all of the principles, 
objectives and obligations of GATT, it will for all practical purposes pledge its 
good faith to bring many of our laws into line with GATT. For several years, the 
Administration has sponsored numerous bills seeking to conform our laws with 
GATT, which have met with indifferent success principally for that reason. Many 
other laws remair to be made to conform. For example, the statutory remedies 
designed to help domestic industry escape the consequences of increased imports, 
or other unfair practices in foreign trade, such as the antidumping and counter- 
vailing duty statutes, the escape clause, and the recently enacted remedy against 
imports in such quantities es to impair our national security, are each in conflict 
in whole or in part with GATT. 

The recent experience of the herdboard industry in which 18 months were 
required to obtain a finding of price | against Swedish hardboard, and in which 
more than 18 months have elapsed before dumping duties were assessed, graphi- 
cally illustrates the arduous path that must be followed to obtain such a finding 
under our present Dumping Act. If that act were now conformed to GATT so 
as to require that the dumping cause material injury to the dcmestic industry 
(as Congress expressly refused to do in H. Rep. 1082 regarding H. R. 1535 in the 
82d Cong., Ist sess.), that remedy would become as useless in affording practical 
relief as has the escape clause. 

Similarly, our farm support program, involving agricultural import quotas; the 
Buy American Act; our tariff laws relative to valuation for ad valorem purposes, 





ORGANIZATION FOR TRADE COOPERATION 727 


our laws governing judicial review of customs matters; our antitrust laws; our 
export control laws; our excise-tax laws; our misbranding of wool products laws; 
our fur products labelling laws; and many others violate in one or more respects 
the principles of GATT. This clearly demonstrates not only how far GATT is 
out of step with our own interests and laws, but also how far reaching are the 
effects of GATT upon our economy. 

There is a serious question whether or not H. R. 5550 would involve an un- 
constitutional delgation or resignation by Congress of its legislative powers to 
lay taxes and import duties and to regulate commerce with foreign nations— 
powers exclusively vested in Congress, not to an administrative arm of this 
Government, but to a global supernational agency. Pertinent to this question 
is the single vote out of 35 which this country would have in OTC-GATT, (not 
protected by a veto) which has not been renegotiated along noncompulsory lines 
as recommended by the Randall Commission. 

It is axiomatic that a constitutional delgation to an administrative agency or 
official must be one that is to be exercised within stated limits, so that the ad- 
ministrative act makes the congressional will effective. Neither H. R. 5550 nor 

ATT contains any such channelizing limits of thedelege te’sauthority. Rether 
OTC-GATT is left free to exercise the discretion of a majority of its assembly. 
The GATT objectives of developing the full uses of the economies of the world, 
raising standards of living, etc., while commendable, do not in any sense limit an 
agent’s authority. These objectives constitute broad grants, not limits, of 
authority and would commit the regulation of our foreign trade to a global plan- . 
ning agency, having virtually unfettered discretion. 

Neither OTC nor GATT is indispensable to the United States. There is no 
reason to be scared into joining by cold-war talk. OTC-GATT is neither a 
political nor a military alliance of freedom-loving nations against communism, 
containing as it does Communist Czechoslovakia as a member. Soviet Russia 
has indicated an interest in joining, and our single vote could not prevent her. 
There are, as pointed out by the Randall Commission, other arrangements by 
which continuing efforts can be made to break down tariff barriers and other 
obstructions to foreign trade that are far less complex and compulsory than OTC- 
GATT. For example, this country has dealt successfully with Switzerland, 
Mexico and other countries on a bilateral basis through voluntary action for 
years. In view of our sizable concessions already reflected in GATT schedules, 
it is inconceivable that this country would be expelled from GATT if it does not 
join OTC, and that the other nativns would sell their gonds elsewhere. Any 
such contention simply overlooks the facts of life. Should H. R. 5550 not be 
enacted, our foreign trade and GATT will simply go on as usual, and other ad- 
ministrative arrangements would be made. 

For all of these reasons— and because this country has so much to Jose by joining; 
becarse OTC—GATT is one more barrier to effective relief for a domestic industry 
that is harmed by imports; because we should not become committed to everlast- 
ingly ignoring the wide wage rate disparity here and abroad; because we should 
not export employment and import unemployment in vulnerable industries; 
and because we should avoid setting a world stage for accusation, retaliation and 
charges of technical violations of GATT obligations, we submit that H. R. 5550 
should be soundly defeated. 


HARDBOARD ASSOCIATION, 


Cuicaco 6, Iuu., March 22, 1956. 
Hon. Jere Cooper, 


Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


My Dear Mr. Cnarkman: Since submitting our statement to your committee 
regarding H. R. 5550, my attention has been called to certain statements made by 
Mr. William J. Barnhard, secretary, National Antidumping Committee, when 
appearing before your committee on March 9, 1956, in support of H. R. 5550, 
concerning the antidumping finding of the Treasury Department as to Swedish 
hardboard. 

Unfortunately, several of Mr. Barnhard’s statements concerning that finding 
were in error, possibly because of his lack of familiarity with it. ro avoid mis- 
understanding, I am submitting these facts concerning that finding to you with 
the request that they be inserted in the printed record of your hearings as near 
Mr. Barnhard’s statements as possible. 
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. The domestic hardboard industry first petitioned the Commissioner of Customs 
on March 31, 1953, for a finding by the Secretary of the Treasury under the 
Antidumping Act as to Swedish hardboard, about the time that customs inspectors 
themselves had raised the same question. This resulted in official notice by the 
Customs Bureau on October 15, 1953, of the withholding of appraisements on 
imported Swedish hardboard. Ultimately, a formal finding as to the dumping 
of Swedish hardboard was made on August 26, 1954, by Hon. H. Chapman Rose, 
Acting Secretary of the Treasury (19 F. R. 5631). 

As a result of the amendment to the Antidumping Act, in the Customs Simpli- 
fication Act of 1954, this August 1954 finding applied to all unappraised entries of 
Swedish hardboard coming into this country after December 1, 1952. 

This finding of dumping of Swedish hardboard was the 62d such finding made 
by a Secretary of the Treasury under the Antidumping Act. Because it was the 
first.such finding in a number of years, it was rade after a most painstaking study 
and investigation by the Treasury Departrrent, both here and abroad. During 
the course of that investigation, each im porter of Swedish hardboard was notified 
of the proposed action by the Bureau of Chstoma over 10 months before the finding 
was ultimately made, and was given every opportunity to submit pertinent facts 
and information in person or otherwise to Treasury and Customs officials; “Many 
importers availed therrselves of this opportunity both at the various ports and at 
the Treasury Departrrent in Washington. Hon, H. Chap:ran Rose, then 
Assistant Secretary of the Treasury, personally spent a great a:rount of time over 
many months studying the facts that were submitted both by importers and by 
the dorrestic industry. This intensive investigation required a total of 18 months, 
during the course of which Treasury agents visited Swedish hardboard plants, 
where in most cases the pertinent information was denied to them. This investiga- 
tion and the procedural problems involved were brought to your committee’s 
attention during hearings on H. R. 9476 in the 83d Congress, 2d session (see pp. 
14-17, committee reprint). 

Moreover, the antidumping finding as to Swedish hardboard was made in the 
same manner and under the sare procedures as all of the preceding 61 findings 
under the act, in the light of both the act and the judicial decisions construing it. 

Mr. Barnhard’s assertion to the committee that a public hearing is required or 
is necessary to this or any finding of dumping is without merit for a*number of 
reasons: 

In the first place, the Federal courts have decided that the Antidumping Act 
does not require a public hearing before a finding is made. See Kreutz v. Elting 
(3 F. Supp. 364 (S. D. N. Y. 1933), aff. 69 F. 2d 802 (C, A. 2d 1934)). This de- 
cision was based upon the grounds that the act was a valid delegation of legisla- 
tive power, that the Secretary of the Treasury in making such a finding was carry- 
ing out the congressional will, that no one has a legal right to the maintenance of 
an existing duty, and that under such circumstances a hearing was optional, but 
not randatory. The Kreutz decision was squarely based upon the Supreme 
Court’s decision in Norwegian Nitrogen Co. v. U. S. (288 U. 8. 294, 302-19 (1933)), 
where it was held, under the Tariff Act of 1922, that a foreign producer»who had 
refused (as here) to reveal information did not have a right to exa:rine in a public 
hearing comparable information of domestic producers furnished governmental 
officials in confidence. The Norwegian Nitrogen case holds that the kind of a 
hearing required in such a matter is of the same type as has customarily, but only 
optionally, been allowed by congressional committees in the tariff raking process, 
where the committee determines for itself whether the sessions shall be public or 

rivate. 

. Moreover, the legislative history of the Anti-Dumping Act indicates that a 
finding by the Secretary of the Treasury merely initiates the dumping-proeedure 
and does not itself impose or assess any duties. That act, as introduced and 
passed by the House, required no finding by the Secretary, but would have re- 
quired each appraiser to apply the act to each import (Congressional Record 
67th Cong., Ist sess., p. 355), in the same manner as the Anti-dumping Acts of other 
countries such as that of Canada now operate. However, the bill as enacted was 
changed in the Senate to its present form of providing for the dumping procedure 
to be initiated by a finding by the Secretary of the Treasury. The committee 
hearings and congressional debates on the act clearly indicate that this require- 
ment of a finding by the Secretary was and is simply a device designed in the 
interests of simplicity and economy of customs administration (Congressional 

Record 67th Cong., Ist sess., pp. 1067, 1100-1101). Rather than have appraisers 
look for dumping in each case though there be no complaint or suspicion, the Anti- 
dumping Act, as enacted, limits those investigations to cases where the Secretary 
finds there is probable cause to suspect or believe there is dumping, and that that 
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dumping..wWould likely result in the injury or the likelihood of injury to an Ameri- 
can industry or in preventing the establishment of an American industry. 

Mr. Barnhard’s suggestion that the finding as to Swedish hardboard was rushed 
through just before the effective date of the Customs Simplification Act of 1954 is 
equally fallacious. In the first place, that finding, far, from being a closed-door 
decision, was made after 18 months’ investigation by the Treasury Department 
during which the Secretary’s door was always open both to importers and to the 
domestic industry. Second, the Treasury Department has had the Swedish hard- 
board matter under consideration for at least 14 months before the Customs 
Simplification Act of 1954 (H. R. 9476) was first introduced into the House. 
Third, while the Customs Simplification Act of 1954 did amend the Anti-dumping 
Act to provide for the United States Tariff Commission to determine whether 
dumping caused injury or the likelihood of injury or prevention of establishment 
of domestic industry, that act did not change the statute, as Mr. Barnhard sug- 
gests, to require a hearing either as to the fact of dumping itself or as to the finding 
of dumping by the Secretary of the Treasury. 

Being one of the pillars of our tariff laws, the Antidumping Act has survived all 
tariff amendments and changes in the past 33 years including the trade agreements 
acts. As originally enacted, it did not provide for a hearing but onlv for a finding 
by the Secretary based upon the statutory tests. In its only amendment to date, 
in 1954, Congress provided for a hearing only as to the element of injurv. Under 
these circumstances, any contention that the earlier Administrative Procedure 
Act is applicable in some way to a finding of dumping by the Secretary of the 
Treasury is untenable. It is significant that neither Mr. Barnhard nor his associ- 
ates appeared before your committee in 1954 when it was considering the Simpli- 
fication Act of 1954. 

Moreover, there are established hearing procedures for dumping duties in the 
United States Customs Court when a finding of dumping is implemented and 
duties are assessed. Under statutory procedures, the importers, when informed 
of the imposition of antidumping duties, have full access to, and in this instance 
as Mr. Barnhard has pointed out have availed themselves of, judicial remedies 
available to them in the customs court, which duties will not be collected until 
the customs court has reviewed the matter. Under these circumstances, the 
rights of those who Mr. Barnhard represents are fully protected judicially. 

The implementation of the August 1954 finding of dumping as to Swedish 
hardboard has required nearly 18 months, due to the careful investigation by the 
Bureau of Customs of each entry of Swedish hardboard under the finding. Mr. 
Barthard’s unwarranted assertion that the Treasury Department has admitted 
that some of the information on which the original finding was based was incom- 
plete or inaccurate and that there was virtually no dumping of Swedish hardboard 
during the period in question, is clearly belied by a letter of the Secretary of the 
Treasury dated March 20, 1956, to counsel for the Hardboard Association, who 
had inquired why the implementation of that dumping finding had not heretofore 
been completed. That exchange of correspondence is attached hereto and made 
a part hereof. The letter of Hon. George M. Humphrey gives an up-to-date 
appraisal of the implementation of this finding to date by the Bureau of Customs 

he hearings which Mr. Barnhard seeks are provided for in the United States 
Customs Court, where nearly 100 cases are now pending that involve dumping 
duties on Swedish hardboard under the August 1954 finding. These pending 
cases involve only 1953 entries. Others may be expected, for the appraisals of 
1954 and 1955 entries that are underway are not yet completed. 

Mr. Barnhard failed to state the highly relevant fact that the August 1954 
finding of dumping as to Swedish hardboard has in no way precluded such imports 
from Sweden, and that on the contrary since the finding imports of Swedish hard- 
board into this country, instead of falling off, have averaged over 200 percent 
of such imports during 1953, and that such imports in December 1955 alone were 
nearly double those of any earlier recorded month and substantially in excess of 
all Swedish hardboard imports during the entire year 1952. 

A word is also appropriate to dispel confusion that may exist between the 
hearings that Chairman Cooper referred to, involving legislation to reclassify 
hardboard under the Tariff Act of 1930, on the one hand, and the hearings on the 
dumping finding to which Mr. Barnhard referred, on the other. There is no 
connection whatsoever between the two matters. 

The chairman’s reference was to H. R. 9666, which in the 2d session of the 
83d Congress, sought to correct the administrative classification of hardboard 
as a kind of paperboard under the papers and books schedule of the Tariff Act 
of 1930, by placing this all-wood product in its proper tariff category as a manu- 
facture of wood in the “wood and manufactures of’’ schedule. H. R. 9666 was 
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reported favorably by the House Ways and Means Committee (Rept No. 2265), 
and on July 30, 1954, was passed by the House by the decisive rollcall vote of 235 
to 109. That bill then went to the Senate where the Senate Finance Committee 
in the closing days of that session resolved to direct the Tariff Commission to 
make a study of the hardboard industry and of the tariff classification of hard- 
board. That Comission thereafter made a thorough investigation, held public 
hearings, and rendered an extensive formal report to the Senate Finance Com- 
mittee in March 1955, a majority of the Commissioners concluding that hard- 
board should be specifically enumerated, now, in the tariff schedules covering 
wood products. Subsequently, this hardboard reclassification measure was made 
an amendment to H. R. 5559 (1st sess., 84th Cong.), was reported favorably by 
the Senate Finance Committee (Rept. No. 387), and on June 1, 1955, passed the 
Senate unanimously. In conference in the closing days of the last session the 
hardboard amendment to H. R. 5559 was deleted, in light of a letter from the 
President to Chairman Cooper urging consideration of the hardboard measure 
in the general review which the Tariff Commission is now making of tariff clas- 
sifications in its tariff simplification study. While a hearing was thereafter 
arranged on this legislation before this committee, it was subsequently canceled, 
in view of the Tariff Commission study, cases pending in the customs court, and 
the fact that the legislation had already been considered by this committee and 
had passed both the House and Senate, although at different sessions. 

Obviously, this canceled hearing on the reclassification legislation had no 
connection whatsoever with whether the Secretary of the Treasury should or 
should not hold hearings before making a finding of dumping under the Anti- 
Dumping Act. 

Very truly yours, 
DonaLp LINVILLE, 
Executive Secretary. 
Rosert C. Keck, 
Attorney for Hardboard Association. 


Tue SECRETARY OF THE TREASURY, 
Washington, March 20, 1956. 
Mr. Robert C. Keck, 
MacLeish, Spray, Price & Underwood, 
Chicago 8, Til. 

Dear Mr. Keck: Answering your letter of March 10, I appreciate what you 
say and I am certainly glad we had the opportunity to discuss the Swedish 
hardboard matter. 

As I get into it, I find that there have, as you say, been delays and I feel that 
your corrplaint is more than understandable. However, collections of durrpin 
duties have already started, the 1954 appraisals I find are just about ready an 
jae ents of Customs is pushing compilation of the 1955 figures with 

ispatch. 
ore of the delays are due to the painstaking nature of the investigation which 
involved, among other things, three trips to Sweden. The Bureau is atte:rpting 
to rake the very best possible case which will stand up in court and this is time 
consuming. I do find that our attention has in no way been fixed primarily on 
revocation of the dumping finding. 

Of course you know that most of the assessments are being litigated and I am 
sure vou understand that we cannot enforce collection in such cases. Delays in 
this connection are entirely beyond our control. 

I am assured that the Commissioner of Customs will continue to take the 
necessary steps to complete with all reasonably possible dispatch the remaining 
work in connection with all unliquidated entries. 

Very truly yours, 
G. M. Humrparey, 
Secretary of the Treasury. 


Marco 10, 1956. 
Hon. Gtorce M. Humpurey, 


Secretary of the Treasury, Treasury Department, 
Washington, D. C 
My Dear Secretary Humpurey: I wish to thank you on behalf of the domestic 
hardboard industry for the time you graciously gave from your busy schedule 





ORGANIZATION FOR TRADE COOPERATION 731 


last Wednesday, to discuss the enforcement to date of the dumping finding as to 
Swedish hardboard. 

While reluctant to concern you with this matter, we felt compelled to do so 
because in the 18 months that have expired since that finding, there has been 
little or no enforcement of it, although such dumping has continued on an ever- 
inereasing volume of imports. We were unable to understand why now that 
dumping has been found that dumping duties have not been promptly assessed 
and collected, particularly in view of the fact that a revocation of that finding is 
now under consideration. 

We were sure that you would appreciate that if the few remaining safeguards 
against illegal practices in foreign trade, such as the antidumping law, are not 
vigorously enforced after violations have been found, the reverberations through- 
out the American industry generally will surely be far reaching. Such a lack of 
enforcement can only lead to importers brazenly continuing this unviersally 
condemned practice. 

We felt justified in bringing this lack of implementation of the dumping finding 
to your attention, because it appeared that more attention was being given to a 
revocation of it than to its enforcement. It has seemed inconceivable to us that 
that finding would be revoked before any dumping duties had been assessed on 
1954 and 1955 entries, the finding having been made in late 1954, and, in fact, 
before any antidumping duties had been collected under it. 

While we readily appreciate the point that you made that the antidumping 
remedy is designed to take care of temporary situations and that permanent 
relief can only come from tariffs, I c2ll your attention to the fact that this finding 
was made only after 18 months of investigation by your Department, and then 
only after Senators George and Millikin in a Senate Finance Committee hearing 
had asked why such statutory remedies for American industry were not being 
promptly administered. I further point out that legislation to realistically 
classify hardboard as a “‘manufacture of wood” under the Tariff Act of 1930, 
has been before both the 83d and 84th Congresses, in the form of H. R. 9666 
and H. R. 5559, respectively. 

We sincerely believe that this situation is one that is entitled to your careful 
attention. 

Very truly yours, 
MacLeisn, Spray, Price & UnpERwoop, 
By Rosert C. Kecx. 


The CuoarrMan. The next witness is Mr. Lloyd Halvorson. Come 
forward, please, sir. 

Please give your name, address, and the capacity in which you 
appear for the record. 


STATEMENT OF LLOYD HALVORSON, ECONOMIST, IN BEHALF 
OF THE NATIONAL GRANGE 


Mr. Hatyorson. | am Lloyd C. Halvorson, economist for the 
National Grange, appearing on behalf of the National Grange, 
My offices are at the National Grange Building, 744 Jackson Place 
NW., Washington 6, D. C. 

At the last annual session of the National Grange, the delegate 
body adopted the following statement on foreign trade policies: 


The National Grange will continue to be guided by its existing policies for the 
expansion of international trade. The National Grange favors implementation 
of the recent reciprocal trade agreements extension by multilateral negotiations 
and agreements, and an international organization to administer it. There 
should be adequate safeguards to insure reciprocal benefits and the final au- 
thority of our own Governmert in its own trade matters. 


So far as we are able to determine, the articles of the proposed 
Organization for Trade Cooperation are in accord with the policy 
of the National Grange. The constitution and bylaws of any organi- 
zation leave much to interpretation, but official explanation of them 
indicates that the OTC would conform to Grange policies. We 
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cannot accept extreme interpretations of the OTC which even those 
concerned with its formation and approval explicitly reject. 

There are many reasons for the Grange wanting to see world trade 
expand on an orderly, cooperative basis. In the following statement, 
adopted by the delegate body, the major reasons are found: 

To move in the direction of freer trade—of modification of trade barriers—is 
clearly the general direction in which we must go if we are to make progress in 
providing the kind of economic and political conditions which will give the 
greatest promise of international peace. It is clearly a difficult road, however, 
and ore that we must travel with caution and consideration. 

The expansion of world trade on a mutually benefiting basis is essential to 
producers of export crops and other farm commodities; in fact, to the economy of 
the Nation and the peoples of the world who seek to enlarge the areas of freedom 
and maintain peace. 

Farmers have a very direct financial interest in keeping down and 
modifying or removing the barriers to trade and in expanding markets. 
In fiscal 1955, our country exported $3,143 million worth of farm 
products and imported only $1,515 million worth of supplementary 
farm prodvcets. 

The need for expanding the export market for our farm products is 
very great. Our agricultural enterprise is very efficient and farmers 
are outproducing existing domestic and foreign markets. An even 
more compelling reason than economic grain for providing the basis 
which will permit trade to expand is the matter of preserving freedom 
and peace. 

Nations of limited resources and specialized skills must trade and 
could be driven to depend on trade with the Iron Curtain countries 
if we refuse to cooperate in creating the conditions which will permit 
trade to expand on a normal commercial basis. It is true that if 
other nations of the world become economically oriented to the com- 
munistic nations, they will, in all probability, also sooner or later 
become politically oriented in the same direction. 

The last Congress, in extending the reciprocal trade agreements 
program, authorized a further 15-percent reduction of our tariffs and 
more in some cases. It is true that this extension passed by a narrow 
margin, but we all have an interest in getting the greatest possible 
reciprocal benefits in return for the 15-percent reductions when they 
are made. 

It is quite evident that under a most-favored-nation policy we get 
the most in reciprocal benefits if negotiations are on a multilateral 
basis as in GATT, because then each country can be expected to give 
us concessions, even if it is not a principal supplier. 

A multilateral agreement involving 35 countries is in some ways 
simpler than a large number of bilateral agreements. On the other 
hand, it is in some respects more complex in that the terms of a 
particular concession and its observance become the direct concern 
of not just two nations, but many, and possibly all other nations. 

Any kind of a trade agreement, whether it is bilateral or multilateral, 
must have some kind of an administrative unit to see whether or not 
the terms are being complied with. If questions of compliance arise 
in a bilateral trade agreement, the difficulties are discussed by the two 
governments concerned, and if a stalemate occurs, the agreement is 
probably terminated because there is no higher authority to render a 
decision binding on the two parties. In a multilateral agreement, 
the questions of compliance and of adjustments will also arise and 
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stalemates may also occur, and under the proposed OTC there would 
still not be a higher authority to render binding decisions. 

However, the moral force of a decision by the majority of nations 
would tend to exert some. pressure upon nations to comply with 
their interpretation and application of the GATT provisions. 
This admittedly carries some risk for us, but in all possibility it 
would work to our advantage. The grange is strongly against any 
supranational organization that would determine our trade policies 
by enacting laws or issuing rules and regulations, but it is probably a 
healthy situation that all aspects of our foreign policy, and every other 
nation’s, must rely less on military might and more and more on public 
acceptability around the world. 

The advantages of a multilateral trade agreement like GATT are 
clear from the standpoint of getting the greatest possible reciprocal 
benefits for our tariff reductions. The best possible administrative 
machinery, as proposed in OTC, should be provided to administer it. 
Delays and inadequate information as now exist under the organiza- 
tional provisions of GATT tend to create confusion and to make unwise 
actions more difficult to revise. 

Once the Congress decided that, instead of unilateral tariff reduc- 
tion, we should use our willingness to reduce tariff to get other nations 
to also reduce tariffs, it became necessary to delegate to the executive 
department of Government the responsibility to negotiate inter- 
national executive agreements for tariff reduction. 

This immediately created the need for agreements on other trade 
matters to prevent emasculation of the trade agreement by other 
trade restrictions like quotas and discriminatory internal taxes. 
Then there have to be provisions for flexibility to grant exceptions 
under certain conditions. This necessarily makes the OTC docu- 
ments long and complex, but it does not make OTC a supranational 
organization to dictate the trade policies of the nations of the world. 

Reciprocal trade agreements also create other unique problems in 
that these executive agreements necessarily involve commitments for 
a period of years, during which time changes in economic conditions 
might prompt legislative and even administrative action that would 
conflict with existing agreements. 

No nation should flaunt its international commitments, but it may 
need to ask for adjustments when extreme effects appear or conflicts 
arise out of changing economic situations. Such actions would not 
mean international irresponsibility, but it simply indicates that the 
GATT-OTC arrangements must recognize implicit and explicit 
reservations on the part of participating nations and the need of 
GATT-—OTC to adjust to actions of sovereign nations. 

This should not, however, prevent accomplishment of the GATT-— 
OTC objective of reduction of trade barriers and expanded world 
trade. The OTC will do much to create a consciousness of inter- 
national interdependence; it will broaden the understanding among 
nations of the repercussions of unilateral actions, and it will promote 
the application of the golden rule to international trade matte rs, as 
nations will come face to face in a world forum with those who might 
be injured by their unilateral action. 

These factors, rather than punitive actions, should be, and we believe 
are, the basis for OTC accomplishing its objectives, and achieving 
compliance by the 35 nations with the provisions of GATT, In 
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other words, the basis for OTC achieving compliance with the pro- 
visions of GATT should be the incentive of a community of nations 
being able to attain by cooperation economic, social and political 
benefits that could not be acquired by unilateral actions. 

We aot the peril-point and escape-clause provisions of our 
reciprocal trade agreements program, even though it means that we 
are making our domestic consumers pay more than free markets 
would exact, and even though loss of. dollar earnings restricts our 
efficient export industries. 

There is nothing, as we see it, in GATT-OTC to jeopardize these 
safeguards, but if the language of OTC is not clear on this point, we 
would favor revision of H. R. 5550, or an explanation in the committee 
report, and in the debate, to make clear that we join only on the 
understanding we will be free to use these safeguards as intended. 

In regard to section 22 of the Agricultural Adjustment Act of 1938, 
we are pleased that in the last GATT negotiation a waiver was 
obtained which permits our Nation to apply the provisions of section 
22 without restriction. We of the Grange favor using it with dis- 
cretion. 

We believe it is only fair and logical to prevent undue imports 
from coming in to take advantage of our price-support program, but 
we do not believe it is logical to deprive a nation of her established 
market here in an attempt to try to solve our problems at the expense 
of other nations. 

GATT has a reasonable rule for the use of export subsidies. We 
would not favor putting producers abroad in competition with the 
United States Treasury—via export subsidies—in such a way as to 
encroach on normal and historical world markets of others and to 
ruin world prices. We believe that efforts should be made to dis- 
courage inefficient production abroad of those items which we can 
produce and supply for so much less, and we believe that through 
the OTC our Government may encourage other nations not to per- 
petuate the production of high-cost wheat, for export, for example, 
by the use of large export subsidies, in competition with us. 

The fair basis for competition in most cases is cost, carefully and 
accurately computed, taking due account of volume changes at- 
tributable to the probable market changes. 

That concludes my prepared testimony. 

The CuarrMANn. We appreciate your appearance, and the informa- 
tion given the committee. 

Are there any questions? Mr. Reed, of New York, will inquire. 

Mr. Reep. Your’s is a very interesting paper. Is the National 
Grange opposed to trade barriers? 

Mr. Hatvorson. Are we opposed to trade barriers? 

Mr. Reep. Yes. 

Mr. Hatvorson. We seek to eliminate them in such a way as to 
expand trade in the world, and for the benefit of farmers who would 
also get a part of that benefit. 

Mr. Reep. Don’t you suppose some other nations, too, would like 
to help their farmers by removing United States trade barriers? 

Mr. Hatvorson. We are hopeful that they will reduce barriers 
against our foreign products so that we will be able to expand our 
markets and that is part of the objective, as we see it, of GATT and 
OTC. 
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Some of these nations are not removing the barriers as fast as we 
would like, but we feel that progress has been made under the recip- 
rocal trade agreements program in this regard. 

Mr. Reep. Do you favor making concessions with respect to the 
wheat quotas that we have for our farmers? That is a type of trade 
barrier, I think. 

Mr. Hatvorson. We feel with respect to wheat that our American 
farmers are so efficient that if given an opportunity to produce wheat 
for the world market at the price the eee d is willing to pay, we would 
still be an export nation on wheat. 

It is true that if we set up a price-support program we would 
artificially attract imports into this Nation and we must do some- 
thing to prevent that, and we use section 22 for that purpose, and 
there is nothing in this OTC which would interfere with our use of 
section 22. 

Mr. Reep. But I am talking about the trade barriers of the other 
countries. When they come in to negotiate with this country, they 
are naturally going to oe out some of the trade barriers that bother 
them and one of them, of course, would be the quota on wheat. 

Wheat enjoys an 800, 000-bushel quota. Even Canada would like 
to get into our wheat market, and if we ask them to remove their 
trade barriers, isn’t it logical that they would want us to make some 
concessions on wheat? 

Mr. Hatvorson. They might want it, but it does not require our 
Government to make these concessions. 

Mr. Reep. We are‘not required to. I am in favor of protecting 
our wheat growers. However, I am asking you whether or not the 
National Grange would favor, in order to get concessions from these 
foreign countries, letting down some of our barriers on wheat? 

r. Hatvorson. We wouldn’t favor that. 

Mr. Reep. You wouldn’t favor that? 

Mr. Hatvorson. No. 

Mr. Reep. What about cotton? Cotton has practically an em- 
bargo. 

Mr. Hatvorson. That is true. 

Mr. Reep. What about cotton growers? Do you think their pro- 
tection should be lowered in order to increase our trade? 

Mr. Hatvorson. We hope the concessions will be made where 
they are mutually beneficial to both countries. 

Mr. Reep. We are talking about removing trade barriers and the 
farmers here in this country have—and I am glad they have—numer- 
ous advantages but I am just wondering if they would like to lose 
those advantages in order to trade with foreign countries and let us 
into their markets. 

Mr. Hatvorson. We are not favoring those eliminations. 

Mr. Reep. What about tobacco? We even have an embargo on 
tobacco seed. Foreign nations can’t get access to the seed of tobacco 
which is superior to the seeds of tobacco in other countries. 

Do you want to remove that? 

Mr. Hatvorson. No, and there is nothing in the reciprocal trade 
agreement that says they have to be reduced. 

Mr. Reep. I know, but I am asking you if you are going to make 
fair trades with these countries, whether or not you are willing to 
give up some of these barriers by which we benefit? 
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Personally, I am not. 

Mr. Hatvorson. There have been some concessions made on agri- 
cultural products, and-I think the reciprocal benefits that we have 
received have helped us expand our markets, 

We look at the overall effect. Because we might not want to make 
any concessions on wheat or cotton or tobacco doesn’t mean that we 
are not willing to make any concessions. 

Mr. Reep. There are many others; flaxseed oil, for instance, and 
I could enumerate others, which the farmers enjoy, which is very fine, 
and I don’t to see them faced up against 35 nations on a deal and have 
the State Department say ‘‘We will make some concessions here.” 
What could you do about it at the Grange? 

Mr. Hatvorson. That is authority that was given in the reciprocal 

trade agreements program. The only thing we are asking now is that 
when we make these concessions, we set up an organization to get 
the most in return. 
’ Mr. Resp. Yes, but do you think you are going to get it with 
35 nations if you haven’t been able to do it in 20 years? In 20 years 
you haven’t been able to get the concessions that we wanted all 
the time. 

These nations perhaps are holding out on us because we have these 
émbargoes to protect our wheat farmers. Take the subsidies. GATT 
is opposed to any subsidy, and yet we have a subsidy in order to‘export 
our wheat. 

Mr. Hatvorson. We have taken the chance that our own Govern- 
ment can get concessions equally as good as those we give, and I 
think that the continued support of the farm organizations indicates 
that we feel that we haven’t come out short. 

Mr. Resp. Of course, I have been a member of the Grange for over 
50 years, and I can tell you right now that the granges up in my coun- 
try are certainly not for this program here. ‘They want the protection 
that they have now. They want to keep it and they don’t propose 
to have it bartered away by the State Department or any other de- 
partment of the Government in order to make trade for somebody else. 

Mr. Hatyorson. It is true that it is pretty hard in any organiza- 
tion to get unanimous agreement on a policy, and policy is determiued 
on the basis of majority vote. What I read here is from the actions 
of the delegate body. 

The CuatrmMan. Are there any further questions? If not, we thank 
you, sir, for your appearance and the helpful information you have 
given the committee. 

Mr. Hatvorson. Thank you. 

The CuatrMan. The next witness is Mr. Wilbur LaRoe. Is Mr. 
LaRoe here? 

Please give your name, address, and the capacity in which you 
appear, for the record. 


STATEMENT OF WILBUR LAROE, JR., COUNSEL, NATIONAL 
INDEPENDENT MEAT PACKERS ASSOCIATION AND EASTERN 
MEAT PACKERS ASSOCIATION 


Mr. LaRor. May it please the committee, my name is Wilbur 
LaRoe, Jr., lawyer, Washington, D. C., counsel for the National Inde- 
pendent Meat Packers Association. 
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My statement will be made on behalf of that association and the 
Eastern Meat Packers Association. I doubly appreciate your 
courtesy in hearing me because my request to be heard came in late. 
To show my appreciation, I shall make a statement not more than 4% 
minutes. 

Our fundamental position is that through all the years American 
industry has looked to Congress to protect it, where necessary, against 
unfair foreign competiiion. It frightens American industry to have’ 
its life or death, so to speak, placed in an international organization 
where our Nation will have only 1 vote out of 35. 

I realize that we live in a new day, and I also realize that most of 
us are more ecumenically minded than we were some years back, but 
I earnestly hope that we will not become internationalists to the ex- 
tent of placing the welfare of American industry in foreign hands. 

Our selfish concern ri-ht at the moment relates to the importation 
of canned hams from abroad which are flooding into our eastern 
markets at an increasing rate. These hams are of very good quality 
and every one of then that comes in displaces an American ham, there- 
by hurting our members and also hurting American agriculture. 

The Wall Street Journal reports that canned ham from abroad 
enters the United States at a near-record clip. In 1955, about 107 
milliom pounds of canned pork, mostly hams, were imported. That’s 
more than half this country’s 1955 federally inspected canned ham 
output, only 6 million pounds below the peak import year of 1954, 

As recently as 1949, only 1.5 million pounds of foreign pork came 
into the United States. Holland, Denmark, and Poland account for 
about three-quarters of the imports. In 1950 there was an estimated 
7,025,000 pounds of Polish hams, shoulders, and bacon imported. In 
1952 it had increased to 9,366,000 pounds, and in 1954, the imports 
from Poland of canned hams and shoulders were 18,496,000 pounds, 

Of course, what hurts our feelings the worst is the encouragement 
of canned hams from Communist Poland. For the life of us, we 
cannot understand why the United States Government encourages 
Polish hams to compete with American farmers and American meat- 
packers. 

This whole matter was considered by Eastern Meat Packers 
Association at a recent meeting and the following resolution was 
adopted: 

Whereas H. R. 5550, defined as ‘‘A bill to amend the Tariff Act of 1930 with 
respect to the administration of the General Agreement on Tariffs and Trade,” 
proposeg tO surrender to an international organization known as Organization for 
Trade Cooperation control over imports and import tariffs; and 

Whereas it is highly important to American industry, including the meat- 
packing industry, that control over imports and import tariffs be kept in the 
hands of the Congress and the agencies of Congress; and 

Whereas H. R. 5550 is a dangerous threat to American industry because-the 
United States would have only 1 vote out of 35.in the Organization for Trade 
Cooperation: Therefore be it 

Resolved, That Eastern Meat Packers Association go on record as being vigor- 
ously opposed to H. R. 5550 and that general counsel be authorized to make 


proper representations in the matter to committees of the Congress and to public 
Officials in Washington. 


At a still more recent meeting of the National Independent Meat 
Packers Association held in Houston, Tex.,on February 23, the 
matter was further considered and it was decided to support fully the 
resolution as adopted by the Eastern Meat Packers Association. 
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However, I would not have it understood that we are interested 
only in Polish hams. We are primarily interested in the principle of 
keeping the welfare of Américan business in such matters in the hands 
of Congress. 

Our people have faith in Congress, but they certainly do not have 
faith in an international organization in which the United States has 
only one vote. It will be a sad day for America when the welfare of 
American business is placed in the hands of what is primarily a foreign 
agency. 

The CuarrMANn. Does that complete your statement? 

Mr. LaRog. May I be permitted to add one paragraph to my 
statement? 

The CuarrmMan. You include that in the record, then. 

Mr. LaRokg. Yes, sir. Let me say, then, that I am internationally 
minded in the sense that I think we should extend our aid liberally to 
the needy people of the world. That is a neighborly policy and we 
have gone a long way in that direction, but Christian charity is one 
thing, and surrendering our birthright is another. 

It is unsound from every viewpoint to surrender to an international 
organization in which we have only 1-vote-out-of-35 control over our 
foreign trade policy. Who can deny that the foreign trade policy of 
the United States should be in the control of legislators whom the 
people have elected to Congress? 

This control does not mean selfishness. It does not mean high 
protection. It simply means that our policy is to be in the hands of 
the representatives of the people and not surrendered to an interna- 
tional group. 

A serious collateral danger here is that the State Department may 
get control of our foreign trade policy. This frightens American 
business because the State Department may care more, for some 
reason, about negotiating some deal with Pakistan than it does about 
the welfare of American agriculture or American industry. 

The Congress can better protect American agriculture and American 
industry than the State Department can, and certainly better than 
Czechoslovakia can. Since this bill has as its main purpose making 
GATT more effective by the creation of OTC, I don’t see how it can 
possibly be argued that this bill would not be an approval of GATT. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Mills will inquire. 

Mr. Miuts. Mr. LaRoe, on page two of your statement, you make 
this statement: ‘ 

For the life of us, we cannot understand why the United States Government 
encourages Polish hams to compete with American farmers and American meat- 
packers. 

What do you mean by that statement? 

Mr. LaRor. I mean by that that today the Communist hams 
from Poland are coming into this country at an increasing rate and 
nothing is done to prevent it because Congress has largely already 
left. the matter of imports go into the control of the State Department, 
rather than keeping it in congressional hands. 

Mr. Miuus. Mr. LaRoe, that doesn’t answer the question I had 
inmy mind. I didn’t ask it, so I will ask it now. Are you endeavor- 
ing to point out in that sentence that Polish hams come to the United 
States at less than the duty on ham in the 1930 law? 
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Mr. LaRog. Oh, no, no; not at all. As a matter of fact, I must 
tell the truth about this. The Polish hams that come in here are of 
very good quality, and I think it is a fair statement that they rival 
the best that we can produce. I am not alleging unfair dumping, sir. 

The Cuarrman. And they pay the full tariff? 

Mr. LaRog. Yes, sir. 

Mr. Mitts. In other words, there is nothing about the trade pro- 
gram that is facilitating the importation of Polish hams? 

Mr. LaRor. I think that is a fair statement, sir. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. LaRoe, have you had any difficulty—by that I 
mean your industry—in getting your point of view across to the people 
who actually handle negotiations under GATT? 

Mr. LaRoz. No, I don’t think that our industry has made the 
effort that it perhaps should have made in that direction. Our 
criticism is not that we have not been heard or had an opportunity 
to be heard. 

Our objection only goes to the principle of having an international 
organization take these matters out of the hands of the Congress 
of the United States. Our people have confidence in Congress, and 
we don’t want that congressional power delegated to the State Depart- 
ment, which we think does not pay as close attention to American 
interests as the Congress does. 

We want Congress to keep control and we regret that GATT 
already represents, as we view the matter, quite a surrender of con- 
gressional power to an international organization. 

Mr. Curtis. Thank you. 

The CuatrMan. Thank you for your appearance. 

Next is Mr. Bernard Weitzer. He is here? 

Come forward, please, Mr. Weitzer. Please give your name, 
address, and the capacity in which you appear, for the record. 


STATEMENT OF BERNARD WEITZER, NATIONAL LEGISLATIVE 
DIRECTOR, JEWISH WAR VETERANS OF THE UNITED STATES 


Mr. Weitzer. My name is Bernard Weitzer. My address is 1712 
New Hampshire Avenue, Washington, D. C. I am appearing here 
as the national legislative director of the Jewish War Veterans of the 
United States of America. 

On behalf of the Jewish War Veterans of the United States of 
America, I am happy to appear before you, again, and to express 
appreciation for this opportunity to present to your important com- 
mittee our views on the bill you are considering to authorize the Presi- 
dent to accept membership for the United States in the Organization 
for Trade Cooperation. 

As many of you no doubt recall, I have appeared before your com- 
mittee many times to testify in favor of extending the Reciprocal 
Trade eements Act. Our organization is pleased that the Re- 
ciprocal Trade Agreements jy been approved, repeatedly, by 
the Congress. 

Our support for the bill now before you is in the national interest 
just as our support for the Reciprocal Trade Agreements Act is based 
on the national interest—the defense and the security of our country. 
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In line with the basic principles of our organization—the preamble 
to the constitution of the Jewish War Veterans of the United States 
of America states as one of our major objectives to “combat whatever 
tends to impair the efficiency and the permanency of our free insti- 
tutions’—our 60th Annual National Convention held in Miami 
Beach, Fla., passed the following resolution: 

Whereas we have long recognized that the exchange of imports and exports 
with our friendly world neighbors is an important factor in our own econonic 
and political well-being, as well as theirs, and moreover contributes to our joint 
national security; and 

Whereas we have regularly supported the reenactment of the Trade Agree- 
ments Act as a practical means of facilitating imports which produce the dollar 
exchange to pay for American exports to these foreign countries; and 

Whereas the Ceneral Agreement on Tariffs and Trade and the Organization 
for Trade Cooperation expedite multilateral trade negotiations and have mini- 
mized trade restrictions against United States exports: Now therefore, be it 

Reso ved, That the Jewish War Veterans of the United States, in 60th Annual 
National Conventiyn assembled at Miami Beach, Fla., October 24-30, 1955, 
commends the administration and the Congress on the extension for 3 years of 
the Reciprocal Trade Agreements Act of 1955; and be it further 

Resclved, That we urge the 2d session of the 84th Congress to act favorably on 
H. R. 5550, authorizing the United States participation in the Organization for 
Trade Cooperation and continue parti-ipation in the General Agreements on 
Tariffs and Trade negotiations, and further urge the Congress to complete favor- 
able action on the act for codification and simplification of customs regulations. 

The Organization for Trade Cooperation is, in the minds of our 
membership, merely a device to facilitate the function of the General 
Agreement on Tariffs and Trade—GATT. The agreement on the 
Organization for Trade Cooperation has been discussed before your 
committee by members of the President’s Cabinet and other experts 
on its technical aspects, and they have given assurances that its 
provisions could not add to United States obligations under the Gen- 
eral Agreement; it could not abridge the powers of the Congress with 
respect to customs or import duty; it could not make tariff conces- 
sions or modify in any way the United States tariff structure; it could 
not impose obligations on its members; it could not impair in any 
way the sovereignty of the United States. 

In other words, the United States is not giving up anything to 
secure the advantages which will flow from the improved functioning 
of the Reciprocal Trade Agreements Act via the General Agreement 
on Tariffs and Trade. 

In the present state of world affairs, it is to the great advantage of 
our national security to do all that is possible to increase the flow of 
our international trade. Looking at this from our side of the fence, 
our exports mean more money for our farmers and the employees of 
business and industry, as well as profits to employers. 

As to our imports—the money paid for the imports provides the 
dollar exchange needed to buy what we export. But beyond that, 
the strengthened economic position of the countries with which we 
trade makes it possible for them to reinforce their defense against 
possible aggression by the Communist Government of Russia and its 
satellites. 

In respect to that, I include not only military defense, but also the 
improved economic well-being of the population which makes for more 
stable governments and successful resistance to the wiles and infiltra- 
tion—economiec and political—which Communist regimes are con- 
tinuously directing at all the countries in the world outside the Iron 
Curtain. 
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Thus far, the program for breaking down trade barriers has con- 
tributed enormously to the degree of success we have had in deterring 
Communist aggression. Now that Communist Russia has taken a 
leaf from our book by entering the field with promises of trade and 
economic aid, it will be well worth while to add to GATT the improve- 
ments which the Organization for Trade Cooperation will afford. 

For the sake of our national security, may I urge that your com- 
mittee report favorably H. R. 5550, thus reinforcing the approval 
your committee has repeatedly given the Reciprocal Trade Agree- 
ments Act. 

The CHatrMAN. Does that complete your statement? 

Mr. Werrzer. Yes, sir. 

The CHatrMAN. We thank you for your appearance and the 
information given the committee. Are there any questions? If not, 
we thank you, sir. 

Mr. Wetrzer. Thank you, sir. 

The CuarrMan. The next witness is Mr. Edward D. Hollander. 

Come forward, please, sir. Please give your name, address, and the 
capacity in which you appear, for the record. 


STATEMENT OF EDWARD D. HOLLANDER, NATIONAL DIRECTOR, 
AMERICANS FOR DEMOCRATIC ACTION 


Mr. Hottanper. My name is Edward D. Hollander, 1341 Con- 
necticut Avenue. I am appearing as national director of the Ameri- 
cans for Democratic Action. Iam here to express ADA’s support for 


H. R. 5550 and to urge the committee to report it favorably to the 
House. 

We have followed the progress of these hearings with great interest 
and with even greater astonishment. ‘The proposal recommended by 
the President, and incorporated in the bill, is simply for United States 
participation in an Organization for Trade Cooperation—an uncom- 
plicated administrative and housekeeping arrangement for the admin- 
istration of the multilateral trade agreements to which the United 
States has been party for nearly 10 years. 

It -has.been thoroughly explained before the committee and sup- 
ported without reservation by seven members of the Cabinet and by 
many other witnesses representing large sections of American business, 
labor, and agriculture. And yet within the past week, a leading 
newspaper reported that the future of the bill was in doubt because of 
opposition—mainly from the President’s own party in this committee, 
and bipartisan opposition in the Rules Committee of the House and 
in the Finance Committee of the Senate. 

We are astonished, Mr. Chairman, that after more than 20 years of 
reciprocal trade policy, and nearly 10 years of experience with the 
multilateral General Agreement on Tariffs and Trade—during which 
our country has reached its highest levels of sustained peacetime 
prosperity—that after the Congress has 10 times approved the policy 
of reciprocal trade; that after it has been accepted and supported by a 
majority of United States public opinion—that after all this, the 
undaunted advocates of the Smoot-Hawley tariff are still influential 
enough, or at least vocal enough, to jeopardize the future United 
States trade policy and of United States foreign economic policy. 

75018—56——-48 
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For the opposition to OTC can be construed only as an attack on the 
fundamental policies which the United States has pursued to expand 
world trade, including, of course, the foreign trade of the United 
States itself, and to strengthen the economic base of the United 
States and of the free world. 

In 1934, when the Reciprocal Trade Agreements Act was first passed 
the national product of the United States was $65 billion, and its 
foreign trade was about $4 billion—$2 billion of imports and $2 billion 
of exports. 

In 1955, the national product was $387 billion, and foreign trade 
about $25 billion—$11 billion of imports and $14 billion of exports. 
Has the United States suffered by 20 years of reciprocal trade policy? 
Our national production is 6 times greater; our exports 7 times greater; 
our imports 5% times greater. Anyone who argues that we have been 
injured undertakes to prove the impossible. 

Moreover, as you well know, much over half of our imports are of 
goods which enter the United States duty free because—like coffee, 
rubber, and tin—they do not compete with United States production. 
Imports subject to tariff amount to about $5 billion, equivalent to a 
little over 1 percent of our national product. And it has been esti- 
mated that a complete suspension of tariffs—which, of course, no one 
is proposing—would increase imports by only $1 billion to $2 billion 
a year. 

It has been estimated that if tariffs were suspended on all manu- 
factured goods, it would increase imports by an estimated one-half 
billion dollars, and cause the loss of less than 50,000 jobs. I reiterate 
that no one is proposing such a thing; but the recitation of these well- 
known facts places the tariff question in its proper perspective in rela- 
tion to United States production and employment. 

On the other hand, more than 4 million United States workers are 
engaged in production of exports, in the processing of imports, and in 
coment services. This is 7 percent of total employment in the United 

tates. 

Clearly, it is just plain good business—if it were nothing else—to 
support trade policies favorable to world trade. But it is something 
else; trade is the economic lifeblood of the free world and indispensable 
to United States foreign policy. Without it, we cannot hope to keep 
the non-Communist nations economically free, and strong enough so 
that they need not and will not become captive to the U.S.S. R. 

Mr. Chairman, we think it is ridiculous that in this year of 1956, 
after 20 years of successful experience with trade agreements, just 
when the Soviet Union has opened its economic offensive against the 
solidarity of the free world, we are still arguing the merits of a policy 
of expanding trade. There is no case in the public interest against 
reciprocal trade agreements, GATT and OTC. 

The opponents try to frighten us with predicted calamities, forever 
unfulfilled; with hints of socialism with the ghost of ITO; with legal 
bugaboos and constitutional questions that do not exist. They weep 
crocodile tears over American consumers, workers, and farmers. But 
what they really fear is competition. And it ought not be the business 
of the Government to protect them from that. 

We recognize, of course, that protection is needed under circum- 
stances where real injury may result to the United States economy or 
to United States producers. But our economy is safeguarded from 
injury—more than adequately, we believe—by peril points, escape 
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clauses, by the solicitude of the executive branch in executing trade 
agreements, and above all by national economic policies which will 
keep our economy strong and growing. 

And where individual industries or areas are threatened with serious 
injury, ADA has felt strongly that the proper remedy is an adjust- 
ment program, such as proposed by Congressmen Eberharter and 
Harrison Williams. This would provide relief of hardship without 
scuttling the trade policies that have brought great benefits to the 
United States. 

We think it is time for these refugees from competition in our 
enterprise economy to come out from behind their high-sounding 
phrases and false issues and tell the country why they oppose recipro- 
cal trade agreements and GATT—to which OTC is really incidental. 
If they did their special-interest pleadings would be exposed as in- 
consequential and self-serving, measured against the general good and 
welfare of the country as a whole. 

The country has been long and wisely committed by successive 
Congresses to a policy of expanding foreign markets for the products 
of the United States by reciprocal agreements for reduction of trade 
barriers and promotion of international trade. 

That policy has proven successful, and in the best interests of the 
United States. Participation in OTC will provide a means of execut- 
ing the policy in an efficient and orderly manner, without surrendering 
one iota of the freedom and sovereignty of the United States. We 
— you to approve it. 

he President has given his vigorous and emphatic support to the 
bill, and we hope the Republican Members of Congress will follow his 
lead. Nevertheless, the reciprocal trade program was originated and 
proved its worth in Democratic administrations, and the Democrats, 
as the majority party in Congress, could not escape the responsibility 
if the program were crippled by the failure of this bill. 

The Cuarrman. Does that complete your statement? 

Mr. Ho.tuanper. Yes, sir. 

The CuarrmMan. We thank you for your appearance and the in- 
formation given the committee. 

Any questions? If not, we thank you, sir. 

Next is Mr. Wallace J. Campbell. 

Come forward, please, sir. Please give your name and address 
and the capacity in which you appear, for the record. 


STATEMENT OF WALLACE J, CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES OF 
AMERICA 


Mr. Campe.tu. Thank you. Mr. Chairman and members of the 
committee: My name is Wallace J. Campbell. I am director of the 
Washington office of the Cooperative League of the United States of 
America. The league includes in its membership more than 2 million 
families who are members of consumer, service and purchasing coop- 
eratives, in addition to more than 3 million members of rural electric 
cooperatives associated with the National Rural Electric Cooperative 
Association, and 8 million members of credit unions associated with 
the Credit Union National Association. 
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Several of you served with our general secretary, Mr. Jerry Voorhis; 
when he was in the House. We wish he could be here today. 

The Cooperative League is very happy to express its wholehearted 
approval of H. R. 5550, which would authori e United States member- 
ship in the proposed Organization for Trade Cooperation. 

Over the last generation, we have been encouraged by the gradual 
growth of the reciprocal trade agreements initiated by Secretary of 
State Cordell Hull. We have seen the Trade Agreements Act renewed 
by Congress 9 times in the last 21 years, indicating a continuing strong 
support of the program by the Congress of the United States as it 
passed through wars and depressions and through successive admin- 
istrations. 

We are encouraged that the General Agreement on Tariffs and 
Trade growing out of the Trade Agreements Act in 1947 has now been 
adhered to by 35 countries, ineluding the United States. As a 
matter of fact, we are proud that the United States has exerted 
substantial leadership in the development of GATT and is now 
proposing the organization of a permanent administrative body to 
carry forward the decisions reached in the general agreements. 

It is important to realize that about 20 percent of all the trade 
carried on under these general agreements has originated in the 
United States, and that multilateral tariff agreements have been 
reached covering more than 50,000 tariff rates in international trade 
affecting business amounting to $40 billion per year. 

The fact that the authorization for United States participation in 
the Organization for Trade Cooperation was requested by President 
Eisenhower and introduced by your chairman is significant evidence 


of the bipartisan interest in this important measure. 

It is almost impossible to realize that to date the multitude of 
agreements made by the 35 nations involved could be carried forward 
without a permanent clearinghouse. The Organization for Trade 
Cooperation would, in fact, be an administrative agency and would 
not be a policymaking body. Its existence would provide better 


99 


“housekeeping” on these multilateral agreements and would provide 
speedier attention to any disputes which arose in connection with the. 
carrving forward of these agreements. 

OTC would be the home office, so to speak, of the contracting 
parties of GATT. It would provide quarters, a Director General, a 
Secretariat, permanent files-and research facilities. These functions 
have been fulfilled inadequately in the past by the foreign’ministries 
of 35 countries. 

President Eisenhower has pointed out in his message to Congress 
April 14, 1955, that— 
the organization would have no supranational powers. It would conduct no 
trade negotiations: this would be done by the countries who choose to participate 
in negotiations, and to whatever extent they choose. 

The President, in his message, went on to point out that the reasons 
for United States membership in OTC are overwhelming. 


We would thus demonstrate to the free world our active interest in promotion 
of trade among the free nations— 


the President said. 
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Such action would serve the enlightened self-interest of the United States. 
As a member of this Organization we could work more effectively for the removal 
of discriminatory restrictions against ovr exports. 

We could help establish conditions favorable to convertibility of currencies. 
We could further the expansion of markets abroad for the products of our mines, 
our farms and our factories. We could assist in the conditions conducive to the 
international flow of investment capital so urgently needed to expand production 
throughout the free world, especially in the underdeveloped areas. 

The Cooperative League has been a stanch advocate through its 
40 years of existence for freer trade among the nations as a potential 
factor in raising the standards of living of the people throughout the 
world. At one time in our history, it was possible to talk in terms of 
completely free trade. This is not possible in a world as sharply 
divided as is the world today. 

It is also difficult to move toward even a measure of free trade with 
the national systems of tariffs and restrictions held by even our closest 
friends and allies. It is for that reason that we realize that our move 
into greater international trade and understanding must be carried 
forward through machinery such as the multilateral agreements made 
possible by GATT. These agreements, we feel certain, will be facili- 
tated by the Organization for Trade Cooperation authorized in H. R. 
5550. 

We are pleased that the proposed legislation handles in realistic 
language the question of the relation of OTC to the United Nations. 
H. R. 5550 provides that OTC may be brought into relation with the 
United Nations. We would like to see OTC eventually become a 
specialized agency of the U. N. in order that there be a maximum of 
understanding and agreement among the agencies which are concerned 
with the day-to-day economic and social problems of the members of 
the U.N. 

The legislation before you, however, would give the United Nations 
no authority to intervene in OTC affairs. It would, however, receive 
annual reports from OTC, and receive from OTC questions which 
should be placed before the U. N. for discussion. 

We are proud of the work of the United Nations and are particu- 
larly pleased with the effective role of the specialized agencies. We 
hope OTC will some day assume its full role in that capacity as well. 
The legislation, however, makes it possible to move forward in that 
respect as and when such closer relations seem desirable. 

Genuine and lasting peace can be secured, not through pleasant 
thoughts and expressions of understanding. Only when there are 
harmonious relations and a flow of trade and travel can we achieve 
greater prosperity and permanent peace. 

We thank the committee for the opportunity to appear. 

The Cuarrman. Does that complete your statement, Mr. Camp- 
bell? 

Mr. Campse.u. That completes my statement. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Any questions? We thank you, sir. 

Next is Joseph Coppock. Please give your name, address, and the 
capacity in which you appear, for the record. 
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STATEMENT OF JOSEPH D. COPPOCK, FRIENDS COMMITTEE ON 
NATIONAL LEGISLATION 


Mr. Coprockx. Mr. Chairman, my name is Joseph Coppock. I 
teach economics at Earlham College, the Quaker College at Rich- 
mond, Ind. I am here as a representative of the Friends Committee 
on National Legislation. This committee is affiliated with the 
Religious Society of Friends, as am I, but the society, as such, does 
not have an organizational spokesman. For some years I was con- 
cerned with international economic matters in the Government, in the 
Navy Department, the Department of State, and at the National 
War College. 

I wish to testify in support of United States membership in the 
proposed Organization for Trade Cooperation. There are three main 
points [ can to make in favor of H. R. 5550. The first relates to 
organizational machinery for settling international trade disputes, the 
second to the economic benefits of internatioaal trade, and the third 
to the relation between trade, on the one hand, and international 
peace and our national security on the other. 

The proposed Organization for Trade Cooperation is desirable in 
the first place because it would provide an established mechanism for 
dealing with international disputes regarding trade barriers. 

The need for such a mechanism arises from the existence of trade 
barriers, which are likely to be with us for a long time. For some 
countries, a tariff is about the only practical way of collecting taxes, 
so their governments impose import and/or export duties at rates 
which are likely to bring in substantial revenues. 

For some countries, imports tend to run far ahead of their exports 
in value, with the result that their gold and foreign exchange hold- 
ings get very low. Their governments may be politically unable to 
curtail the inflationary pressures which usually underlie such situa- 
tions, and they may likewise be afraid to lower their exchange rates 
to realistic levels. 

But they do find it possible to maintain exchange controls and im- 
port controls which will at least temporarily conserve their foreign 
exchange earnings. Still other governments impose import barriers 
in order to protect producer groups who are fearful of foreign com- 
petition, or who want to maintain a monopolistic or cartel position in 
the domestic market. ; 

Development of certain industries, diversification of economic ac- 
tivity, and aid to national defense are other reasons offered for bar- 
riers. Governments also limit exports of strategic goods to un- 
friendly countries and sometimes limit exports of Bilis goods in order 
to have a sufficient supply at home. 

The reasons or excuses for imposing trade barriers are numerous and 
often ingenious. All that I wish to note here is that barriers are likely 
to continue to exist. In fact, despite efforts to reduce them, they 
may even be increased because of the increase in the number of nations 
and the disinclination of governments to follow monetary policies and 
exchange rate policies which would minimize the occasions for using 
trade barriers. 

Whatever the reasons for the trade barriers, they are a source of dis- 

ute among traders and among governments. Although there is a 
arge body of international private law relating to trade, governments 
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are so much involved in trade regulation, and even in the conduct of 
trade, that disputes tend to become governmental in character, what- 
ever their origin. 

At the very minimum, an aggrieved trader wants his government to 
register a diplomatic protest; at times he even expects his government 
to bail him out of his trouble. Protests are often ignored, so the gov- 
ernment is likely to retaliate in some way or other. And retaliation 
evokes further retaliation. We have had plenty of experience, espe- 
cially during the 1930’s, to prove this point. 

So in view of the fact that there are trade barriers, and that there 
are disputes in connection with them, a mechanism is badly needed for 
settling the disputes promptly and in ways that do not destroy trade 
itself. The Organization for Trade Cooperation is planned to be such 
a mechanism. 

In the General Agreement on Tariffs and Trade, the members have 
a sort of code of fair trade rules. These rules are not completely rigid; 
they are really more like guidelines of policy. They have been ham- 
mered out in prolonged negotiations and they have been tested during 
this difficult postwar period. 

The meetings of the organization would provide the occasions for 
hearing complaints and trying to iron out difficulties. Retaliation 
would still be open to countries if less drastic methods of settling dis- 
putes failed, but it would be a method of last resort. I might say 
there, Mr. Chairman, that in nearly all cases, the disputes have been 
ironed out without resort to the imposition of new or higher trade 
barriers. 

A very important feature of the organization is the permanent Sec- 
retariat, which would assemble factual material bearing on disputes 
and trade matters generally, with a view to helping the member gov- 
ernments settle questions promptly and in the light of the fullest pos- 
sible knowledge. It is difficult to overestimate the value of a compe- 
tent Secretariat for the Organization. 

The above remarks have related to the important issue of settling 
disputes on trade matters without recourse to methods which destroy 
trade itself. My second major point relates to what might be called 
the positive side of the proposed Organization for Trade Cooperation. 

The organization also provides an established mechanism for negoti- 
ating reductions in trade barriers. The nations that would be mem- 
bers carry on over four-fifths of the international trade of the world. 
As explained earlier, there are numerous trade barriers in existence, 
and there is a strong tendency for them to increase, so there will be 
plenty of opportunities for the members to join together to reduce the 
barriers, to their mutual advantage. 

The 1947 negotiations which gave rise to the General Agreement on 
Tariffs and Trade, and the negotiations since then, have demonstrated 
that it is possible to have successful multilateral negotiations. The 
bilateral system on negotiation is much less likely to be effective 
because it does not bring together the principal suppliers and prin- 
cipal buyers of particular commodities. Also, the bilateral system is 
inevitably slower. 

The experience of the 35 countries that are contracting parties to the 
general agreement provides reasonable assurance that the Organiza- 
tion for Trade Cooperation can perform this valuable service of 
facilitating negotiations among countries to reduce trade barriers. 
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The benefits of reduced trade barriers are well known, but they are 
always worth restating. The immediate effect of reduction is to 
widen the range of opportunities to sell and to buy for producers and 
consumers in the various countries. ‘This is obviously valuable. 

The next effect is to enable industries in various countries to special- 
ize in the production of things in whch they have the greatest com- 
parative advantage. This means a larger total production and 
consumption for all of the participating countries and hence a further 
stimulus to the expansion of trade. 

I have thought many times how great the advantages of inter- 
national trade must be for so much of it to survive the hurdles that 
are put in its way. If it is around $80 billion per year now, with all 
the encumbrances, think what it might be with some reductions in 
these barriers. 

As this committee knows, the executive branch of the United States 
Government has negotiated reductions in trade barriers in accordance 
with the authority given it by Congress. 

My third and final point relates to the contribution that the 
Organization for Trade Cooperation can make toward world peace 
and toward our national security. 

One of the major indirect effects of the increased economic well- 
being that comes from increased trade is the reduction of the pressures 
making for war. I would not contend that full stomachs assure peace, 
but I would say that in a great many situations poverty breeds unrest 
which invites outside intervention and conquest. 

Hence, the Organization for Trade Cooperation would do its share, 
along with the International Bank, the International Monetary Fund 
and other organizations, including our own national organizations, to 
help various countries improve their economic situations. It will be 
advantageous for the OTC to become a specialized agency of the 
United Nations. 

I might say that I was a member of the United States delegation to 
the United Nations Economic and Social Council for 6 years, and I 
am quite well acquainted with what is involved in an organization 
having a relationship with the United Nations. 

The Organization for Trade Cooperation can also make an impor- 
tant contribution toward peace by developing a workable pattern of 
international cooperation. Relations among nations will improve 
when people in the various nations, working through their govern- 
ments and otherwise, learn how to work together on projects of 
common interest and learn how to settle disputes without resort to 
violence. 

There is no better way to learn how to do this than by practice, 
and there is no better field in which to practice than the economic, 
for it is important to everybody. The Organization for Trade Coop- 
eration provides the most effective means of cooperation in this field 
likely to be devised for a long time. 

If we look at this question from the point of view of our national 
security, it is readily apparent that we must work with friendly 
countries in the economic field, and particularly in the parts of econ- 
omic life which vitally affect their ability to earn their own way; 
namely, in international trade. And we must work with them on a 
continuing basis, as equal partners, in a common enterprise. 
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There is urgency about this matter. The question of a permanent 
international organization for trade cooperation has been hanging 
fire for a long time. I might say it is too bad this didn’t come up in 
1945, when the Bank and Fund came up. 

If something is not done soon, narrow economic nationalism will 
further splinter the economies of the free-world nations, even without 
efforts by unfriendly countries. 

But with the Organization for Trade Cooperation functioning, we 
can cooperative with other countries at nominal cost and with great 
potential gain. I hope very much that your committee will enthusi- 
astically endorse United States participation in the proposed organi- 
zation. 

Thank you, sir. 

The CuHarrMan. Does that complete your statement? 

Mr. Coprock. It does, sir. 

The CuHarrMAN. We thank you for your appearance, and the in- 
formation given the committee. 

Are there any questions? 

Mr. Curtis. Yes. 

The Cuarrman, Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I would simply like to state, Mr. Coppock, I think this 
is an excellent contribution you have made here and I followed it 
quite carefully. 

There is very little, in fact nothing, that I really disagree with. 
The only area in the thing that I am disturbed about is the details of 
the organization internally in the United States whereby we are sure 
that our Board of Negotiators is actually in touch with the economic 
pulse of this country, and that, to me, is a significant feature, but 
certainly the objectives, as you spell them out in here, in my judgment, 
are excellent and very well stated. 

Mr. Coprock. Thank you very much, Mr. Congressman. 

The Cuairman. We thank you for your appearance and the in- 
formation given the committee. 

The next witness is Mrs. Alexander Stewart. Will you please give 
your name, address, and the capacity in which you appear, for the 
record? 


STATEMENT OF MRS. ALEXANDER STEWART, LEGISLATIVE SEC- 
RETARY, WOMEN’S INTERNATIONAL LEAGUE FOR PEACE 
AND FREEDOM 


Mrs. Stewart. Mr.:Chairman and members of the House Ways 
and Means Committee, I am Mrs. Alexander Stewart, legislative 
secretary of the Women’s International League for Peace and 
Freedom, United States Section, with offices at 214 Second Street 
NE., Washington 2, D. C. 

I appreciate the opportunity to present the views of our organiza- 
tion in support of H. R. 5550. 

The Women’s International League for Peace and Freedom, which 
was founded by Jane Addams in 1915, has consistently supported 
international cooperation at both the economic and political levels. 
In its Principles and Policies, adopted in 1954, the league again 
reiterated its support of world trade with the following statement: 
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World trade: The Women’s International League for Peace and Freedom 
believes that the economic health of all nations depends upon free interchange 
of goods without consideration of political differences. We believe further that 
this free flow of goods is one of the best means toward peaceful coexistence, 
international cooperation and world stability. 


On behalf of the Women’s International Leagte for Peaceand 
Freedom, I appear to urge favorable action on H. R. 5550, a bill to 
authorize the President to accept membership for the United States 
in the Organization for Trade Cooperation. 

Since our inception, we have felt that a sound, liberalized trade 
policy and world disarmament were interrelated issues. When the 
General Agreement on Tariffs and Trade was set up in 1947, we 
believed that great step had been taken toward avoiding the causes 
of war by facilitating world trade in a way that would lessen rivalries 
and economic disputes. 

We thought it would assure participating countries that trade 
policies would be stable. Although we took the lead in setting it up, 
the fact of limited United States participation has handicapped the 
organization and effectiveness of GATT. 

The governments realized that the normal trade of the world had 
collapsed and that if “trade not aid’’ were to be the final answer, 
a multilateral approach was the quickest and most effective way of 
starting it flowing again. World trade has increased amazingly in 
the years since GATT was conceived and its 35 member nations 
account for 80 percent of the trade of the free world. 

GATT has three functions: to promote tariff negotiations, to 
administer trade rules, and to serve as a forum for the settlement 
of disputes. Again, the United States took the lead among the GATT 
nations last year in suggesting that if GATT were to be more effec- 
tive, some permanent secretariat to administer it and to circulate 
trade information should be set up. The Organization for Trade 
Cooperation, with its specific and limited responsibilities, would 
serve as such a secretariat. All the GATT nations would be members 
of OTC. 

Should Congress fail for a second time to approve United States 
membership in an organization which the United States had largely 
initiated to promote world trade, the effect on our leadership would 
be disastrous. Indeed, it would surely be against our enlightened 
self-interest. 

We want, in the words of the President— 


* * * the expansion of markets abroad for the products of our mines, our farms, 
and our factories. 


Moreover, he said: 


Failure to assume membership in the Organization for Trade Cooperation 
would be interpreted throughout the free world as a lack of genuine interest on 
the part of this country in the efforts to expand trade. 

This country has signed the agreement which would set up the OTC, 
but since we have 20 percent of the trade covered, as a practical 
matter, the OTC will not come into effect unless the United States 
Congress approves it. This time we are not dealing with a trade 
agreement, a contract, such as GATT, but with a formal specialized 
agency which will administer the trade agreement. 

Failure by Congress to approve membership in such an agency 
may well destroy the effect of our political foreign policy which de- 
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pends so closely on our economic foreign policy. Because of our 
present leading position in the economic affairs of the world, other 
governments are holding up their ratification of the OTC agreement 
until approval by the United States Congress becomes certain. 

We urge that Congress consider the fact that our economy, as 
well as those of the devastated and of the underdeveloped countries 
of the world, depend on a free flow of trade, and on ability to buy 
and sell in a fair market. Such a condition is the chief hope of the 
world for a lasting and a stable peace. 

In addition, Mr. Chairman, to this brief statement, I should like 
to ask permission to include excerpts from a special pamphlet which 
our organization prepared last year to indicate our interest in and 
support of GATT and OTC. 

I brought copies of it for your committee, also. 

The CuarrmMan. Without objection, it will be included. 

Mrs. Stewart. There are certain figures in it which need slight 
modification to be brought up to date, but otherwise, I think it would 
be useful in this kind of testimony. 

The Cuarrman. Without objection, it will be included. 

(The document referred to follows:) 


TRADE TARIFFS AND PEACE 
WomEN’s INTERNATIONAL LEAGUE FOR PEACE AND FREEDOM 
SOUND ECONOMIC RELATIONS NEEDED FOR WORLD STABILITY 


In his state of the Union message on January 6, 1955, President Eisenhower 
said: ‘The recent economic progress in many free nations has been heartening. 
The productivity of labor and the production of goods and services are increas- 
ing in ever-widening areas. * * * But only through steady effort can we con- 
tinue this progress. Barriers still impede trade and the flow of capital needed 
to develop each nation’s human and material resources. Wise reduction of 
these barriers is a long-term objective of our foreign economic B ef Pears 
We must gradually reduce certain tariff obstacles to trade. hese actions 
should, of course, be accompanied by a similar lowering of trade barriers by 
other nations, so that we may move steadily together toward economic advan- 
tage for all. We must simplify our customs procedures. We must facilitate 
the flow of capital and continue technical assistance, both directly and through 
the United Nations. This must go to less-developed countries to strengthen 
their independence and raise their living standards.’’ Our ambassador to Italy, 
in making a plea for a sound economic policy rather than exclusive emphasis on 
atomic power, said: “‘A world economic policy may mean life or death for the 
economies of Europe and of Asia. It may also mean the difference between 
victory or defeat in the contest for the hearts and minds of men.” 


NEED TO RETHINK U. 8S. TRADE POLICI£S 


Trade is a two-way street. The goods we ship must be paid for by the goods 
we buy; therefore imports roughly should equal exports and an imbalance creates 
an unhealthy economy not only for ourselves but for the whule world. For this 
reason the economies, not only of the devastated European countries but of the 
underdeveloped countries as well, must be strengthened. This should be one 
of the chief aims of the various aid programs. Henry Ford, II, says: “ * * * a 
rich expanding foreign trade is important to all parts of the American economy— 
to industry, labor and agriculture.’’ Potential markets must be converted into 
real markets. 


HISTORY OF UNITED STATES CURRENT TRADE POLICIES 


Our present policy imperfectly meets the changes that took place between 
1890 and 1917 in the economy of the United States and its relation to the rest 
of the world. We changed from a predominantly agricultural nation to a pre- 
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dominantly industrial one. We changed from a debtor to a creditor status, 
sold more than we bought, invested largely abroad and thereby put other countries 
in our debt and started the continuing dollar crisis which was acute by 1920 
as a result of the war. The depression of the 1930’s resulted in high tariffs and 
a drastic curtailment of world trade. Trade agreements and the establishment 
the Export-Import Bank in this country eased the situation, but the Second 
World War all but destroyed in other countries the capacity to produce, and along 
with it their purchasing power. We realized in our new role of leadership, that 
reconstruction was necessary if we ourselves were also to survive, and we tried 
various aid plans. However, our current trade policies are governed by an 
obsolete collection of laws, programs, and administrative procedures that in no 
way meet the needs of the present world and are not even in the national interest 
but seem rather designed to protect selfish special interests. Unless the voice of 
the protectionists is ignored, and exports and imports are brought into balance, 
our own economy—and that of much of the world—is in danger. An enlight- 
ened economic foreign policy should be rethought so that serve as a strong base 
for an enlightened political foreign policy. 


WHAT STEPS CAN WE TAKE TO IMPROVE UNITED STATES TRADE POLICIES? 


Certain steps have been taken to liberalize our economic foreign policy but 
they are far from adequate, and our policy itself is subject to unwise pressures. 
Trade policies must be based on hard commonsense. We should adopt a new 
and simplified tariff act, providing for general and progressive reductions, and 
eliminating the elements of uncertainty. Because, as was said earlier, trade is 
a two-way street, we must reduce trade barriers elsewhere by negotiation. Recip- 
rocal trade treaties should not have a time limit. Custom procedures must be 
simplified. Quotas should be done away with. Cargo preference should be 
abolished. The procurement policies of the Government itself should be changed. 
We should work for currency convertibility, and the dollar deficit should be re- 
moved, not by restrictions but by a relatively free market. We should encourage 
our East-West trade in peaceful goods and in turn step up our purchases of raw 
materials, especially in the East. 


WHAT STEPS WE CAN TAKE TO IMPROVE INTERNATIONAL TRADE POLICIES 


The objectives of an improved trade policy cannot be achieved by the United 
States acting alone. All nations must adjust and liberalize their trade policies. 
Each cooperating country must be assured that such trade policies are stable. 
An international agreement helps to give such an assurance. The only such 
agreement today is the General Agreement on Tariffs and Trade, originally set 
up in 1947, and known as GATT. Thirty-four countries now are in it. The 
fact that it has not been better organized and more effective is due to our very 
limited participation. Such participation as we have is based on the power of 
the President rather than a commitment of Congress to enter into an organization 
of this type. 

In an effort to make GATT more effective, the Organization for Trade Coopera- 
tion was recently formulated with the hope of its becoming one of the specialized 
agencies of the United Nations. A bill may soon be introduced to ask Congress 
to approve our membership. Since the United States accounts for 20 percent 
of the trade among the GATT nations, our membership is vital to help expand 
trade on an orderly basis. 

The improvement of labor standards is also important to international trade. 
We should work more closely with the International Labor Organization in de- 
veloping and promoting fair labor conditions. Where we are making unilateral 
arrangements with other countries, we can refuse to negotiate tariff concessions 
on products made by workers receiving wages that are substandard in the export- 
ing country. 


A LIBERALIZED TRADE POLICY NEED WORK NO REAL HARDSHIP 


The adjustments necessary to adapt our production to the new imports, peceee 
in rare cases, would be no greater than those which normally accompany tech- 
nological change. These adjustments could be eased by extension of unemploy- 
ment insurance payments, retraining programs, help in moving to new localities, 
and, to the employer, government loans to help in retooling and developing other 
industries. In the end increased prosperity abroad and the consequent stimula- 
tion of trade, would demand increased productivity here that would help to take 
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up the slack. Certainly an expanding economy like ours in the United States 
depends on healthy world economies able to buy from us because they sell to us. 


TRADE AND DISARMAMENT ARE ROADS TO PEACE 


If there is to be this increase in foreign trade as a result of the various techniques 
that have been suggested, the question is immediately posed: Who is going to 
be able to buy all these imports, either in this country or abroad? The countries 
of Europe and Asia have been devastated by war, are struggling to reestablish 
their economies but at the same time are having the crushing cost of armaments 
increased by various regional military agreements. In this country, 80 percent 
of our taxes for fiscal 1955—56 is being spent for military purposes directly and to 
pay for the results of past wars. Buying power and productiveness in the field of 
consumer goods can only be achieved by the abolition of war and ending the 
armaments race. Only in the climate of a stable and lasting peace can the stand- 
ard of living for all be raised and peoples be enabled to buy and sell their goods. 
The interrelated issues of our foreign economic policy and of proposals for world 
disarmament are in our hands; ours is the strength of public opinion. What we 
think and do about it will determine what action Congress will take. It was 
General MacArthur who said, ‘“‘The hundreds of billions of dollars now spent 
in mutual preparedness could conceivably abolish poverty from the face of the 
globe.”” Meanwhile, “If goods do not cross borders, armies will.” 


The CuHarrMAN. Does that conclude your presentation? 

Mrs. Stewart. Yes, it does. 

The CuarrMan. We thank you for your appearance and the help- 
ful information given the committee. 

Mrs. Stewart. Thank you. 

The CHarrMAN. The committee now stands adjourned until 10 
o’clock Monday morning. 

(Whereupon, at 12:40 p. m., the committee adjourned, to reconvene 
at 10 a. m., Monday, March 12, 1956.) 
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MONDAY, MARCH 12, 1956 


Howse or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 
The committee met, at 10 a. m., pursuant to recess, in the Ways 
and Means Committee room, New House Office Building, Hon. Jere 
Cooper (chairman) presiding. 
The CuatrMan. The committee will be in order. 
The first witness appearing on the calendar this morning is Mr. 
Howard C. Petersen. Come forward, please, Mr. Petersen. 
Please give your name, address and capacity in which you appear, 
for the record. 


STATEMENT OF HOWARD C. PETERSEN, RESEARCH AND POLICY 
COMMITTEE, COMMITTEE FOR ECONOMIC DEVELOPMENT 


Mr. Petersen. Mr. Chairman and members of the House Ways 


and Means Committee, my name is Howard Petersen. I am President 
of the Fidelity Philadelphia Trust Co. of Philadelphia, Pa., and I am 
chairman of the subcommittee for international economic policies of 
the search and policy committee of the Committee for Economic 
Development. 

The CHarrman. We are very glad to welcome you to the committee, 
Mr. Petersen. You are recognized and may present your statement 
without interruption. 

Mr. Perersen. Thank you, sir. 

I am happy to have this opportunity to appear in support of United 
States membership in the Organization for Trade Cooperation. 

The committee for economic development is a private, nonpolitical 
organization of businessmen formed to study and report on the prob- 
lems of achieving and maintaining a high level of employment and 
production within a free economy. Its research and policy committee 
issues, from time to time, statements on national policy containing 
recommendations for action which, in the committee’s judgment, will 
contribute to maintaining productive employment and a rising stand- 
ard of living. 

United States membership in OTC is, in my opinion, a desirable 
way of strengthening our established trade policies. Only last year, 
Congress reaffirmed its support for expanding world trade through 
reciprocal and multilateral reduction of trade barriers. OTC is one 
way of carrying out this policy more effectively and more efficiently. 

Specifically, OTC will make possible a more effective administration 
of the General Agreement on Tariffs and Trade. GATT is a set of 
rules, drawn up by 34 trading nations, to discourage the more extreme 
and economically harmful methods of restricting international trade. 
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The United States had by far the largest voice in drawing up these 
rules back in 1947, and we have been the most active nation in trying 
to see that these rules are lived up to. 

Until now, there has been no formal machinery to help with the en- 
forcement of GATT rules. There has been a rule book, but no umpire 
to point out violations of the rules or to mediate when disputes arise 
over the meaning of arule. The OTC is designed to fill these and other 
weaknesses in GATT’s organizational structure. 

Of course, the rules of GATT are not legally enforceable against 
the member countries. They were designed to provide a means of 
persuading trading nations to minimize trade restrictions and maxi- 
mize multilateral trade. The only sanction is that of diplomacy; the 
only force, that of international opinion. Thus OTC, whether it be 
acting as umpire, mediator or administrator, would work only by 
persuasion. It could not force any government to carry out a majority 
decision against its will. 

I think the United States has much to gain by strengthening GATT 
in this way. For example, one of GATT’s most important trade rules 
aims at the relaxation and eventual elimination of import quotas, 
especially discriminatory quotas. Other countries import quotas are 
now a much more serious obstacle to American exports than are for- 
eign tariffs. Better enforcement of this GATT rule would be of direct 
benefit to our farmers and our export industries. OTC is one way of 
getting better enforcement of this rule. 

At the same time, OTC could be very helpful in reducing the eco- 
nomic waste and diplomatic friction caused by trade disputes. GATT 
sets up procedures for resolving trade disputes among the contracting 
parties. It limits a member’s right to retaliate by requiring approval 
of a majority of members to the proposed retaliatory action. 

But these provisions are obviously no better than the machinery 
for carrying them out. OTC has been designed to provide the effec- 
tive machinery for conciliation and arbitration which has been lacking 
up to now. 

Finally, OTC will provide a much needed permanent Secretariat to 
prepare and arrange multilateral tariff negotiations among GATT 
members. Experience under GATT has shown that when nations 
bring their tariff concessions to a single market place we get more 
tariff concessions than we used to get under the strictly bilateral 
methods of tariff negotiations which prevailed before GATT. GATT 
needs a central Secretariat to arrange and organize these tariff 
negotiations. 

In sum, a vote for OTC is a vote, in my judgment, for greater 
efficiency in the operations of our foreign trade policy. Strengthened 
by OTC, GATT will be a more effective instrument of cooperation 
among free nations to increase the volume of world trade. 

In conclusion, may I suggest a political and psychological reason 
why the United States should join OTC—a reason which is at least 
as important as the practical advantages which I have cited? 

The governments signed the OTC agreement and have expressed 
their belief in the principle that each nation’s conduct of its iterna- 
tional trade is properly a matter for the collective concern of all friendly 
trading nations. This principle, it seems to me, has been implicit 
in our foreign trade policy since World War II, but it has not yet 
received the explicit approval of the Congress. 
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The Congress, by authorizing United States membership in OTC, 
would not necessarily be endorsing every provision of the General 
Agreement on Tarifis and Trade, but it would make clear to the 
world its approval of this principle. Approval of United States 
membership in OTC would symbolize America’s concern for the eco- 
nomic progress of its foreign friends and allies and for the solidarity 
of free peoples. 

The unity of the free world is now severely strained. Fear of atom- 
ic war and divergent responses to the new Soviet line are weakening 
the bonds of our alliances and friendships in Europe and Asia. This 
is a time when the United States should use every legitimate means to 
strengthen these bonds. 

I believe that approval of United States membership in OTC would 
well serve that end. 

The CuarrMan. Does that complete your statement? 

Mr. PreTerseENn. Yes, sir. 

The CuHarrMaNn. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Resp. Mr. Chairman? 

The CuatrMan. Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Petersen, I notice here on page 2 [reading]: 

I think the United States has much to gain by strengthening GATT in this 
way. For example, one of GATT’s most important trade rules aims at the re- 
laxation a d eventual elimination of import quotas, especially discriminatory 
quotas. 

The question I wanted to ask you here: Would you be in favor of 
eliminating some of our quotas? For instance, the quota on wheat, 
under section 22 of the Agriculture Act? Would you want us to 
cooperate with GATT to eliminate the protection we now give to 
wheat? 

Mr. Petersen. There is, as you know, sir, a specific provision in 
the GATT agreement which gives a waiver for quotas which are 
necessarily imposed because of domestic price-support programs, such 
as our agricultural support programs under the Agricultural Adjust- 
ment Act, so that one of the exceptions to the rule against import 
quotas are the Agricultural Adjustment Act quota systems. That 
was specifically approved in the Geneva meeting of GATT last year. 

Mr. Reep. Then apparently GATT is not trying to eliminate quotas. 

I think our wheat people should have the protection, but when we 
have to deal with other nations with only 1 vote out of some 35 or 40, 
the other members are going to say “Here, you have a big market 
over there. We would like to get into it. We can put our wheat 
into your market if you will relax on that quota.” 

Mr. Petersen. GATT sets up the objective of the elimination of 
import quotas, but recognizes that certain exceptions must be made, 
one of the major exceptions being import quotas which are necessary 
because of domestic policy on agricultural price-support programs. 

Mr. Reep. Would you favor the elimination of the quota on cotton? 

Mr. Petersen. Sir, I think that the import quotas which we have 
are necessary if we are to continue our agricultural price-support 
program. ‘The price-support program is a fixture in our agricultural 
policy. 
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Mr. Reep. The fact is, however, that if these countries protest 

ainst our quotas, you feel that the GATT proposal should have no 
effect whatever so far as it affects us; is that the idea? 

Mr. Perersen. No. I think we cannot be immune from the pres- 
sures of persuasion by other countries in respect to our import quotas. 
Certainly our cotton farmers wish to sell their cotton abroad without 
the hurdle of unjust or discriminatory bartiers in the form of import 
quotas against American cotton. 

Mr. Rexp. Egypt would like to put their cotton into our country, 
too. 

Mr. Perersen. You are speaking of two areas—wheat and cotton— 
where there is a vast export American market for both these commodi- 
ties. It is in ou interest, it seems to me, to have a formal machinery 
in which we may try to adjust, under a reciprocal basis, what is 
favorable to these trading nations. 

That is what OTC sets up, a machinery to enforce these rules of 
GATT. 

Mr. Reep. We also have quotas on cottonseed oil, peanuts, peanut 
oil, flaxseed, flaxseed oil, oats, rye, rice, dairy products, and flour. 

I want to see our agricultural people protected, but here we are 
attempting to enter into an agreement with GATT, the chief function 
of which is to eliminate quotas, and I should think that these nations 
that want to get into our splendid market here—one of the first 
things they would do would be to say “If you want us to make a 
concession, you then make a concession on your quotas, so we can 
get into your market.” 

Mr. PererseENn. | assume if that were beneficial to our interest, we 
would make a concession against a reciprocal concession on their part, 
but we are not forced to do so, and although the objective is to retain 
quantitative import restrictions, yet there is an exception when it is 
imposed as a result of our own domestic policy; namely, a price sup- 
port program. 

Mr. Reep. In other words, we could simply walk out. They are 
not going to give us waivers once they get us bound in what is prac- 
tically a treaty. They would say, “You can’t break a treaty.” 
The State Department might very readily give away some of these 
quota advantages which we now have on agricultural products in 
order to get some friendly gesture on the part of another nation. 

It is perfectly logical, it seems to me, that those countries are just 
as anxious to get into our market—they have demonstrated that—as 
we are to get into theirs. 

That is all. 

The CuarrmMan. Any further questions? 

Mr. Eberharter of Pennsylvania will inquire. 

Mr. EserHarter. Mr. Petersen, it was because of the existence of 
GATT that, through negotiations, we were able to secure a waiver so 
far as the quota on wheat and some of the other products are con- 
cerned. If we had not had GATT, it would have been more difficult, 
do you think, to obtain these waivers from these 34 other countries? 

Mr. Petersen. I think it would, sir, because you would have to 
operate on a bilateral basis, dealing with each of 34 countries, and I 
would like to point out, as well, that through GATT, you have a way 
to restrain retaliation on a matter of this sort. 
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As you perhaps know, as you undoubtedly know, the Netherlands 
Government did obtain, through GATT, a retaliation on the imposi- 
tion by us of quotas on dairy products, and they said they wished to 
impose & quota against our wheat flour. 

I don’t think they have enforced it. This they are free to do 
whether there is GATT or not, but you have in GATT a restraining 
force, because you have to justify your retaliation before the GATT 
membership and obtain approval of two-thirds of the membership. 

Mr. Epernarter. And a large argument or reason that was ad- 
vanced by the United States to obtain this waiver was because of our 
policy of price-support programs for agricultural products in this 
country. 

Mr. Prerersen. That is right, sir. 

Mr. EperHartTeR. And we had what we could say was a legitimate 
argument there, and were able to obtain those multilateral countries 
to do that for us. 

Mr. Perersen. That is right. 

Mr. EBERHARTER. It is conceivable, if times change and we did 
not have a price-support program in the future, it will not be necessary 
for us to ask for this waiver some time. Suppose there is a shortage 
of these agricultural products, and we don’t need a price-support pro- 

am. : 
en Then a long-range objective may be changed so that we want im- 
ports of these things, and then we would be in a different position. 
In return, we would get other concessions which would help our export 
trade, then; isn’t that true? 

Mr. Perersen. That is true, sir. Certainly if world commodity 
prices in these agricultural products were as high as our domestic 
support prices, there would be no need to have an import quota. 

Mr. Eseruarter. By reason of that fact, we could get other con- 
cessions for our export trade? 

Mr. Prerersen. That is right. 

Mr. Esernarter. Thank you. 

_ The Cuatrman. Any further questions? Mr. Mason of Illinois will 
inquire. 

Mr. Mason. Mr. Petersen, we have belonged to the reciprocal-trade 
agreements and participated in them for 22 years. We have been a 
provisional member of GATT for about 8 years and yet today, 
according to some of the best authorities on international trade, there 
are more restrictions against our exports than there ever were in the 
history of the world. 

For every lowering of tariffs from other nations that we have 
secured, they have put up other barriers that are much more restric- 
tive than the tariff barriers. What have you to say to that? 

Mr. Perersen. I would say that following the war, there were un- 
doubtedly a great many restrictions imposed against purchases from 
dollar areas by the imposition of exchange control quantitative quotas. 
I think in the last several years there has been a very considerable 
relaxation of these. 

Much more can be accomplished, but I think that the effective wa 
to get a relaxation of these quantitative import quotas is throug 
having an organization such as OTC, where you have a forum for 
discussion of these matters, where you have certain rules, where the 
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whole purpose of the organization is against discrimination, and where 
it seeks largely to remove these import quotas. 

It seems to me you help some of your problem which, I admit, is a 
very real problem, indeed. 

Mr. Mason. Would you say that the passage of H. R. 5550 to set 
up OTC to implement GATT would be an endorsement of the prin- 
ciples of GATT? 

Mr. Prrersen. I don’t really think that is involved here, sir. 

Mr. Mason. We have never approved GATT as the Congress of 
the United States. We have definitely refrained from doing that. 
If we set up an organization to implement GATT, then we adopt the 
principles of GATT, do we not, indirectly? 

Mr. Pretrersen. It seems to me, sir, you have impliedly approved 
GATT by your extension of the Trade Agreements Act, which has 
been done a number of times since GATT first went into effect. I 
think it has been before Congress six times, and GATT has been in 
effect since January, I believe, of 1948. 

Mr. Mason. And the first time we extended the reciprocal trade 
program, it was extended in the House with only 13 negative votes. 
That was in 1937. That was my first vote in the Congress. The 
last time we extended GATT it was extended with 203 negative votes 
in the House, which shows the accumulation of opposition to the 
principles of GATT. 

Now, they are asking us to implement GATT with that accumula- 
tion of opposition. I have to say, Mr. Petersen, that I voted six 
times against the extension of reciprocal trade agreements, and I 
expect to continue to vote as long as I am here, against it. 

That is all, Mr. Chairman. 

The CuatrmMan. Any further questions? Mr. Curtis of Missouri 
will inquire. 

Mr. Curtis. Mr. Petersen, the difficulties that I see in this whole 
matter possibly can be posed this way: Most Americans, and I think 
it is a very high percentage—the League of Women Voters brought 
in some figures in Illinois—around 80 percent of the people approve 
of expanding foreign trade, and most people that I know approve of 
it; the people who oppose this particular bill and people who have 
opposed the extension of reciprocal trade themselves are very strongly 
in favor of expanding foreign trade, and even some of these people 
who are opposed to it would go along and say ‘Obviously, it is logical 
in handling out foreign trade to have multilateral agreements.” 

They will go further and say “If you are going to have multilateral 
agreements, of course, you should have some method of enforcing 
them.’”’ So the disagreement doesn’t lie in the area of objectives, 
because there is agreement there, and yet we have seen a constant 
growing opposition to the substantive things that have been done. 

So my questions come around to examining the procedures that 
were set up to see if therein might lie some of the difficulties that were 
experienced in this country. Maybe we are all for expanding foreign 
trade, but there may be people who believe that the procedures that we 
have established or failed to establish lie at the base of this disagree- 
ment. 

So taking one of your sentences in the first part of your paper, 
“The United States had by far the largest voice in drawing up these 
rules back in 1948,’’ I just want to examine that sentence. 
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You say the “United States.’”” What does that mean? 

Mr. Perersen. I mean the executive department of the United 
States, our State Department. 

Mr. Curtis. Yes, and not the Congress? 

Mr. Perersen. No, the executive department. 

Mr. Curtis. Yes. Then when we read, of course, the Constitu- 
tion—— 

Mr. Prerersen. However, that was done under the delegation to 
the President in the Reciprocal Trade Agreements Act. 

Mr. Curtis. I appreciate that, but the Constitution says, of course, 
that the Congress shall regulate foreign commerce, so, of course, if the 
executive did do this, it had to be under a delegation of authority. 

Mr. Petersen. That is right, sir. 

Mr. Curtis. Then when we get around to looking to see the exact 
words of delegation of authority, we begin to enter into this area of 
dispute, because then I pick up on the next page where another 
sentence says: 


For example, one of GATT’s most important trade rules— 
notice “trade rules” — 


aims at the relaxation and eventual elimination of import quotas. 


Even people who have testified in behalf of OTC have tentatively 
agreed, I should say, that import quotas, perhaps, are not a subject 
matter that the President was given jurisdiction over in this delegation 
of authority. 

What would be your opinion of that? Do you think that in the 
delegation of authority in the Trade Agreements Act, import quotas 


are a proper subject for the executive to act upon without reference to 
the Congress? 

Mr. Perersen. Sir, I am not a practicing lawyer, and I am not a 
constitutional lawyer, anyway, and I think I would just have to defer 
to the wisdom of the lawyers here on this committee. I don’t feel 
competent to answer that. 

Mr. Curtis. I am not so much interested—of course, I am inter- 
ested in the procedural aspects, and in examining those, of course, we 
get into the legality, but I am more interested in the implications, 
because it gets back to this. 

On tariffs and traditional what we might refer to as import restric- 
tions, the Congress, when it delegated authority in that area, did so 
in a very detailed fashion. They created the Tariff Commission and 
our businesses, agriculture, labor, know how to process their cases in 
regard to tariffs, and even in that area, we beefed up the regulations 
by creating the peril point and escape clause provisions. 

As far as that traditional area of trade barriers, there is a detailed 
delegation of authority from the Congress to the executive, but in 
these other areas of what could be called trade barriers, such as import 

uotas, monetary exchange provisions, health provision, and so forth, 
there has been no detailed delegation of authority, and it has been 
going through my mind that herein lies the area of difficulty. That 
businesses and labor and agricultural groups have felt that through the 
negotiations of these trade agreements, they have not had an oppor- 
tunity to come in and present their cases, and have their problems in 
the minds of the Board of Negotiators who negotiate in regard to these 
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things. Not having that information available, they, in effect, feel 
that they have been sold down the river. 

It would seem to me that people who are interested in expanding 
world trade, and I hope I am among them, and I might go further and 
say I believe in multilateral agreements, I believe in the reciprocal 
trade formula for writing tariffs, I agree that there should be some 
method of policing it like OTC. 

But I also say that it is very important that we reexamine the pro- 
cedures that we have set up or failed to set up whereby our citizens, 
industry, labor, and agriculture, can present their cases, and so they 
cannot say that their cases have not been given consideration. 

That is the area I would like to discuss with you, because you, 
through your banking experience, and also in your work on this 
committee, must be aware that many industries do feel that their 
cases have never been considered and weighed at the time the negotia- 
tions were entered into. 

Wouldn’t you say that is a fair comment from your own personal 
experience with some of these industries? 

Mr. Petersen. Mr. Curtis, I think, first, that it is clear that the 
Executive has no power and there is no delegation of authority to 
him to reduce tariffs in exchange for anything except reciprocal 
tariff reductions. 

He cannot use the tariff reduction authority to obtain a reduction 
in import quotas. I appeared before this committee on behalf of 
CED on the last extension of the Reciprocal Trade Agreements Act, 
and one of the things we urged was that the Executive be given the 
power or the authority on a broader basis to use the tariff reduction 
weapon to obtain what is perhaps more of an obstacle to our trade, 
namely, a reduction of import quotas. 

I am told that the procedure for the major changes in the GATT 
rules for public hearing and notice and a right to appear have been 
greatly improved, and they should be improved. These things are 
set down and opportunity is given to groups to appear before the 
Tariff Commission on them. 

Mr. Curtis. On the Tariff Commission; yes, sir. 

Mr. Prerersen. How effective this is, I don’t know, but this 
a as well, not only tariff rates, but major changes in GATT 
rules. 

Mr. Curtis. However, it would not include, I don’t believe, sir, 
and I may be wrong, and I am asking this for information—it does 
not include areas of other trade barriers, for example. For instance, 
health matters that affect our food products. The standards that we 
impose on our domestic manufacturers would not be an area, and I 
doubt if the Tariff Commission could properly go into matters of 
import restrictions, although maybe they do go into them. 

I don’t think there is specific machinery given to them. I am not 
worried about delegating authority to the President as long as we 
know what the authority is, and we have set up the machinery 
whereby our citizens know how to process their cases. 

It is important that we not injure an industry ignorantly. We 
might do it intentionally, weighing various advantages, but so much 
of this that has happened, the complaints that have been presented 
to me, at any rate, seem to be the result mainly of ignorance of our 
negotiators. When you examine the procedures or lack thereof, of 
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how negotiators are selected, and how information is passed to them, 
we begin to see why they are in ignorance, if they are. 

It is those areas that I must confess I am very disappointed in 
here, to date, with both the presentation of the executive department 
witnesses and the witnesses who have appeared from other areas. 
This area has not been examined, and yet to me it is the nub of the 
whole thing. 

I, in my questioning last year on H. R. 1 tried to bring out and 
emphasize this area, and again, I want to emphasize that there is no 
apparent basic disagreement on objectives of our people in this 
country. 

I think we have recognized the need for increased foreign trade and 
all the good things that spring from it. It comes back to the area— 
even Mr. Mason, if I may refer to him, I believe, would tell you that 
he feels that increased foreign trade is very desirable and his doubts 
spring from the area that this is not the technique and procedure that 
does it. 

Mr. Mason. That is it exactly. 

Mr. Perersen. We are selling $13 billion worth of goods to the 
world, you know. Those are $13 billion worth of sales. Manifestly, 
this is in our interest. It is more goods than we are buying from the 
world. 

Mr. Curtis. We have had good foreign trade even in the days when 
there wasn’t reciprocal trade agreements. The question is: Are these 
techniques that we are presently employing—are they a deterrent, or 
are they really an asset in increasing foreign trade? 

Just as Mr. Mason has pointed out, under the GATT procedures, 
we have had more restrictions, at least some people think—more 
restrictions and barriers to foreign trade have been created, rather 
than less, and if that is so, I think we would do well to reexamine our 
procedures on this thing. 

Too much of this debate, particularly as it has been presented to 
the people of this country, has been as if it is between black and white, 
that the good guys are in favor of increased foreign trade, and the 
bad guys are against it, and that isn’t the issue. 

I think it is time that a little of this propaganda that has been 
flowing through this country for many years on this subject cease and 
we get down to talking about the real issues involved. 

Mr. Petersen. GATT sets up a rule of conduct or a code of ethics 
for trading nations. It tries to cut out discriminations and we, as a 
principal trading nation, it seems to me, have one of the greatest 
stakes in seeing that that is properly policed, and it can only be policed 
properly if you have an organization, because today you have a 
makeshift sort of arrangement between the contracting parties. 

Mr. Curtis. I couldn’t agree with you more, and yet the difficulty, 
I again say, lies in the fact, and I think wisely, the Constitution 
provided that Congress should regulate foreign trade because Congress 
is a forum, where our various economic interests can present their 
cases. I suggest that the difficulty lies in the fact that the cases of 
our citizens have not been processed and the information, economic 
information, the actual effect of these agreements, and what are good 
rules for foreign trade, have not been discussed in the Congress. 

GATT has never been presented to the Congress—these rules of 
trade that we are talking about. Congress has never had an oppor- 
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tunity to consider them. Even to this day, we are not having i 
presented to us. Those of us who discuss it are discussing it because 
we think, and I think rightly so, that these requests to approve OTC 
is, of course, an approval of what GATT has done and the rules and 
the regulations. 

That is all I have, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

Mr. King, do you want to inquire? 

Mr. Kine. No, thank you. 

The Cuarrman. We thank you, Mr. Petersen, for your appearance 
and the information given the committee. 

Mr. Prerersen. Thank you, Mr. Chairman. Thank you, gentlemen. 

The CHatrMan. The next witness appearing on the calendar is 
Mr. Karl H. Helfrich. 

Come forward, please, sir. Will you please give your name, address 
and the capacity in which you appear, for the record? 


STATEMENT OF KARL H, HELFRICH, PRESIDENT, THE AMERICAN 
TARIFF LEAGUE, INC, | 


Mr. Hewrricx. Yes, sir. Mr. Chairman and members of the Ways 
and Means Committee: My name is Karl H. Helfrich, and I am 
president of the American Tariff League, whose office is at 19 West 
44th Street, New York City. 

The CHarRMAN. You may proceed with your prepared statement 
without interruption. 

Mr. Heurricn. Thank you. 

In treating such a highly controversial question as freer trade versus 
adequate protection for American jobs, or the pro’s and con’s of 
OTC-GATT, it saves time and leads to clearer thinking if certain 
terms are first defined and certain areas of agreement are first marked 
out. There is no use in debating points on which we are all in accord. 

The American Tariff League, and the many people supporting its 
views, fully appreciate the fundamental necessity of a strong, free 
world—nations joined with ours in winning the cold war against 
communism. We differ as to some of the proposed means of achieving 
that end, but we bow to no one in our desire to reach, maintain and 
strengthen that objective. 

We believe that the military and economic strength of America is 
the keystone of the whole free world arch. If our economy falters, 
the whole free world will falter with us. We want to insure the vitality 
and enduring power of the United States economy as the first step, 
not just for ourselves, but for the benefit of all < live this side of 
the Iron Curtain. And a national economy is like an apple; a few 
bad spots can spoil the whole. 

Our opponents dwell upon the many products that our country 
needs to import in very substantial quantities, articles that are neither 
grown, now mined nor produced here; coffee, rubber, for handy 
examples. There isno argument on this point. Weagree. Products 
that we do not have but need should be imported to whatever desired 
degree. Such products come in duty free. There is no problem here 
of tariffs or restrictions, nor need of any Organization for Trade 
Cooperation. 

The argument is advanced that the free world needs a sort of inter- 
national clearing house for trade information—a gathering point for 
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statistical data, studies and the charting of trends, including facts on 
the disparity of labor rates. 

There is no argument here; we agree. But it is not necessary to set 
up a separate, heavy-handed international organization for this 
purpose. Such results could rightfully be obtaimed by a section or 
department of the United Nations. 

Those of us who oppose OTC-GATT are frequently tagged as being 
isolationists or high-tariff minded. In our understanding, isolationists 
are those who would have no truck with international trade, nor with 
the affairs or problems of any other nation, nor with the reliance on 
any strength but our own. 

We maintain that this description does not fit us. We are for 
international trade—the kind of international trade that doesn’t 
wreak havoc at either end—the kind of international trade that is 
based on fair competition. Our need for the friendship and cooperation 
of the other nations of the free world we have already touched upon. 

What about high tariffs? We do not argue for tariffs that are 
prohibitive, nor which place undue restraint on trade. The tariff 
rates of the United States average seventh from the lowest of any of 
the 38 nations whose statistics are available. We are for tariff rates 
that do what such rates in this country are supposed to do—rates that 
compensate fairly and adequately for the differences in wage rates 
abroad and here. That is all. 

The charge is leveled at those who oppose OTC-GATT that we have 
a selfish interest; that we are interested in the welfare of our own 
businesses. Of course we are. So, too, are many of those who are on 
the other side of the fence. 

Nevertheless, we sincerely believe that the stand which we take in 
opposition to H. R. 5550 is for the ultimate good of the entire economy 
of our Nation; and the economy of the United States, coupled with our 
military might, is of paramount importance in the troubled world 
in which we live. 

H. R. 5550, beguiling in its brevity, provides for the United States 
to officially embrace and join the Organivation for Trade Coopera- 
tion—OTC. The contracting parties of the General Agreement on 
Tariffs and Trade—GATT—as individual nations, have the express 
duty of implementing one of its two main objectives, that is, to enter 
into arrangements directed to the substantial reduction of tariffs, and 
other _— barriers, and the elimination of discrimination, which is 


The other objective which relates to economic endeavor and con- 
cerns standards of living, full employment, et cetera, is left hanging 
in the air. OTC would implement this angle, as well as operate the 
GATT. Therefore, the two must now be considered together. Other- 
wise, it would be like joining a club without first ascertaining whether 
it is a golf club, a hunt club, or a bridge club. 

The policies of GATT have never been officially adopted by the 
American people nor by Congress. Indeed, the Trade Agreements 
Extension Act of 1955, specifically states: 

Provided, That the enactment of the Trade Agreements Extension Act of 1955 
shall not be construed to determine or indicate the approval or disapproval by 


the Congress of the executive agreement known as the General Agreement on 
Tariffs and Trade. 
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The question has been raised at these hearings as to whether con- 
gressional approval of the OTC carries with it approval of the GATT. 
We fail to see how Congress can authorize an organization, whose 
primary functions are to administer the GATT and to take over its 
authority to impose decisions, without by direct implication approv- 
ing the very thing which is to be administered. 

What, then, do we object to in OTC-GATT? 

This would be an official organization, administering an extension 
system of trade rules and agreements, and comprised of 35 nations, 
including Communist-dominated Czechoslovakia. In this interna- 
tional organization, the United States would have but one vote and 
no veto. 

Who would represent the United States to cast that one vote? We 
don’t know. It would obviously be an appointed representative, not 
elected by our people nor directly responsible to us. This matter of 
having only 1 vote among 35 nations assumes its true importance 
when you consider what rules, directives and sanctions might be 
voted upon. 

OTC-GATT definitely could promulgate any rules affecting the 
distribution, channeling, enlargement, curtailment or regulation of 
any phase of international trade, including but not limited to con- 
trols over tariff rates, quotas, embargoes, subsidies and rebates. It 
could make determinations on questions of currency devaluation, 
currency convertibility, and balance of payment problems. 

It could make determinations as to what countries were economi- 
cally or industrially backward, to what extent, and when the status 
might change. It could make decisions as to the proper proportion 
of agriculture to industry within nations; it could make decisions as 
to where certain products could and should be grown, mined, fished 
or manufactured most efficiently. 

It could promulgate rules regarding the use and distribution of such 
strategic reserves as petroleum. It could develop sanctions concern- 
ing defense stockpiling. It could adopt regulations pertaining to agri- 
cultural price supports, agricultural subsidies, and agricultural mar- 
keting and surplus crop disposal. 

All of these things affect, or burden, or unburden international 
trade as the case may be. They also affect the internal economy, 
the security and the sovereignty of nations, including ours. They 
would be settled in secret sessions, without the right of appeal, or 
without review by our Congress. 

Gentlemen, that is quite a bit of responsibility to turn over to a 
group of 35 nations, in which we have but 1 vote. Those whom I 
represent maintain that is far, far, too much to turn over to 1 vote 
among 35. That is one reason why we oppose OTC-GATT. 

An avowed purpose of OTC-GATT is to remove the restrictions 
on international trade, on a reciprocal basis. First, that means the 
lowering of tariff rates. In this respect, the United States has with- 
out question already led the parade. 

Our rates on the average are the lowest of any major trading nation; 
they are, as we have stated, the seventh from the lowest of all. 
Secondly, it means the removal of quotas and embargoes. That, 
gentlemen, is a field where many angels fear to tread. The present 
rules of GATT fairly bristle with exceptions that sanctify quotas and 
embargoes on behalf of all those nations that find themselves in 
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“balance-of-payments’’ difficulties, and on behalf of those countries 
which are converting from an agricultural to an industrial economy 
and which, therefore, desire to protect their newborn manufacturers. 

These exceptions do not apply to the United States. On the 
contrary, members of GATT have already voiced objection to quotas 
which the United States has placed on certain agricultural and dairy 
products, which poses a delicate question for those concerned about the 
welfare of our farmers. In short, as far as the United States is con- 
cerned, the concept of OTC-GATT has not proved to be truly recip- 
rocal. That is another reason why we oppose H. R. 5550. 

At the ninth joint session of the contracting parties of GATT, which 
ended in March 1955, the executive branch of our Government, and 
other countries, undertook the obligation over a period of time to 
press for the removal of any lack of conformity between the laws of 
any nation, including ours, and the provisions of GATT. 

Annual progress reports would be made by each country. After 
3 years, a full-dress rehearsal would be held to see what countries were 
out of line. This, to us, seems an unwarranted interference with the 
legislative prerogatives of Congress, and a specific example of its 
supra-national character. 

The point is raised that the United States could withdraw from 
OTC-GATT whenever the rules or commitments proved too unpalat- 
able. Sowecould. But in practical life, how could the United States 
withdraw from rules and commitments fostered by an organized group 
of 34 other nations without damage to our national reputation, 
integrity and honor? 

Is it not better to avoid such entanglements in the first place? It is 
also true that the United States could withdraw any particular con- 
cessions that proved to be an error, but only if a compensating con- 
cession were granted to the affected country, as is being done because 
we raised the duty on bicycles, or at the risk of invoking punitive or 
compensating reprisals by other nations. 

Within our own borders, this can have the effect of compelling one 
industry to pay for another industry’s problems, a theory that we find 
difficult to accept. Furthermore, the invoking of trade reprisals has 
never proved to be an effective way of promoting international good 
will, international understanding, or international cooperation. These 
are other reasons why we oppose H. R. 5550. 

If the United States subjects itself to OTC-GATT, with an inter- 
national administrative arm operating aorund the clock to police the 
actions of the 35 member nations, all of our economic policies which in 
any way directly or indirectly affect international commerce will come 
under this scrutiny. 

Either our policies will conform to the GATT pattern or we will 
have to actively defend them in the face of organized criticism and 
possible trade reprisals. Ultimately, we believe, our economy will 
be integrated into GATT’s planned world pattern; our economy 
which has provided the highest standard of living the world has ever 
seen, which has been instrumental in winning two world wars, which 
is today the bastion of the free world, will be diluted to a common or 
median level. That is another reason why we oppose H. R. 5550. 

Those who favor this sort of economic planning raise the point. 
that even the United States would have but 1 vote among 35 nations, 
our strength would be so great and our influence so huge that our way 
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would probably prevail. If this be true, which we doubt, it hardly 
seems the manner in which to win and hold friends 

As a matter of fact, it doesn’t work that way. Despite our in- 
sistence to the contrary, 14 countries have refused to negotiate with 
Japan and to extend their GATT concessions and obliagtions to her. 
Existing preferential systems are still honored. Indeed, other govern- 
ments have quite outstripped us in their zeal to safeguard their own 
economic interests. Many of us wish that we enjoyed more of that 
same regard at home. 

There is even reasonable doubt about the popularity of GATT 
among the other nations who accepted it in its present form, not from 
conviction, but on United States insistence as a condition of our loans 
and grants to them, and they are eager to remold GATT even closer 
to their concepts of a planned economy, as some proposals at recent 
GATT sessions indicate. 

I understand that witnesses who are highly competent in the fields 
of constitutional law and international law either have appeared or 
will appear before this committee to discuss the fundamental legality 
of OTC-GATT, a point which I am not qualified to cover. 

Our opponents state that even if we officially embrace OTC-GATT, 
Congress will still have the legal right to increase tariff rates or set up 
quotas, if it so desires. Granting this to be so, I have endeavored to 
show that the exercise of such rights under OTC-GATT may prove 
to be embarrassing to the point of impracticality. 

Those whom I represent sincerely believe that Congress abdicated 
its proper control over tariff and trade to the executive branch of our 
Government under the Trade A ents Act of 1934. We likewise 
believe that the proposed OTC-—GATT removes that control one step 
further to an international body. That is why we oppose H. R. 5550. 

We sincerely believe that H. R. 5550 should be rejected in its 
entirety. ‘This bill cannot be successfully amended because it either 
does or does not administer and tacitly approve GATT, and GATT 
is not before the House at this time. e likewise believe that GATT 
should be replaced by an appropriate agency of the United Nations, 
for the purpose of serving as a consulting and advisory body for 
matters of international trade, maintaining a forum for the discussion 
of such trade problems, establishing a clearinghouse for statistics, 
trends and studies, and providing for the cireulation of trade recom- 
mendations. 

We are for trade among the free nations, not the kind that is fitted 
and forced into preconceived patterns, but the kind of trade that 
arises naturally between willing buyers and willing sellers. We are 
for trade that benefits all parties concerned, because that kind of 
dealing makes for international friendships and unity at a time when 
such are sorely needed. 

We are against any international organization that sets up patterns 
of trade leading to criticisms, sanctions, and reprisals. Above all, 
we are against anything that may weaken the economy of America 
or the power of Congress to control it. 

Thank you, gentlemen, for your kind attention to this presentation 
of our views. 

The Cuarrman. Does that complete your statment? 

Mr. Hetrricu. Yes, sir. 
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The CuarrMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? Mr. Simpson of Pennsylvania will in- 

uire. 

: Mr. Stimpson. Mr. Helfrich, first of all, I appreciate very much 
our statement. I find that you answer certain questions that I 
ave been raising, so I will not Ail the record by doing more than refer 

to the fact that you would interpret approval of H. R. 5550 as an 

endorsement of GATT, even though GATT is not officially before us. 

Mr. Hetrricn. Yes, sir. 

Mr. Stmmpson. The one question remaining in my mind is this: 
GATT is being administered today in some fashion. Mr. Dulles 
and others, when asked what authority is needed which is not now 
claimed by the executive branch of the Government, and which pre- 
sumably could be used to administer GATT, have not pointed out 
any new requirements. 

They haven’t told us what new authority is in H. R. 5550 which they 
do not now claim to have, so I conclude that the real purpose of this 
bill is to get a congressional endorsement of GATT. Is that reasoning 
correct? 

Mr. Hetrricu. I believe you to be correct, sir. 

Mr. Simpson. There are a number of statements in your paper 
which alarm me. You say this OTC-GATT group could make de- 
cisions as to the proper proportion and relation of agriculture to 
industry within nations. 

You say: 

It could make decisions as to where certain products could and should be grown, 
mined, fished or manufactured most efficiently. 

Then you cite a number of authorities which I can’t conceive that 
Congress would knowingly delegate to another body unless we have 
and are willing to put unusual reliance in the statement that we can 
drop out of the organization at will. 

What is your thought on this? 

Mr. Heurricu. Technically, of course, we could drop out upon 
due notice, but it seems to me that that would be a highly impractical 
thing to do. It could compromise the honor and integrity of our 
Nation to drop out of such an organization once we were in. 

If we did drop out, the rules and regulations then im effect would 
still remain until Congress then sought to change them, but in any 
event, it would be an embarrassing lack-of-face maneuver, and our 
best bet, therefore, is not to get into that position in the first place. 

Mr. Stmpson. Inasmuch as it would mean the more or less collapse 
of the GATT agreement, and this method of conducting foreign trade, 
it would seem to me it is almost the last thing that our country would 
do, namely, drop out. 

Mr. Hetrricu. I would say so. 

Mr. Stupson. On page 5, you refer to the present rules of GATT 
which fairly bristle with exceptions, and then you go on to state that 
those exceptions are not to our advantage. I think there is a con- 
fusion in some people’s minds between exceptions which, as you state, 
do not apply to the United States, but are exceptions to numerous 
other countries, and waivers. 

They are not the same thing, are they? 
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_ Mr. Hetrricu. The exceptions that are granted permit other na- 
tions under certain circumstances to set up quotas, embargoes and 
other rules and regulations which are highly restrictive to inter- 
national trade. 

The exceptions under which such restrictions are set up are not 
exceptions that apply to this country. 

Mr. Simpson. They are put in to the advantage or benefit pre- 
sumably of some other country, and they do not run to the advan- 
tage of all countries? 

Mr. Hetrricn. That is correct. 

Mr. Srupson. So that if another country which does not have the 
exception in its favor seeks to get that same privilege, it must re- 
quest a waiver? 

Mr. Hetrricu. That is so. 

Mr. Simpson. Then a waiver may be granted, for which the grantee 
country must pay if GATT so orders. 

Mr. Hetrricu. That waiver would be granted, as I understand it, 
only if that country met certain conditions of either being in balance- 
of-payments difficulties, or if they were a nation that was converting 
over from a predominantly agricultural economy to a growing in- 
dustrial economy, and they would, therefore, qualify for certain 
waivers permitting them to set up certain restrictions. 

Mr. Simpson. Does the gentleman have any information with 
respect to the manner in which these exceptions are granted? I 
know many requests by the small nations have been made for ex- 
ceptions, and they have been denied. I know further that some of 
these requested exceptions would have helped the small nations, and 
in their own opinion, improved their own economy. 

However, the big nations, our own included, have only granted 
these exceptions under pressure, and have denied others. 

I think that this is not conducive, in all respects, to building up a 
friendly feeling between the big or, as they describe it, the “have’’ and 
the “have-not”’ nations. 

Are you familiar with that situation at all? 

Mr. Hetrricn. I think that your criticism is correct. It does not 
lead to friendship. When these problems come up and waivers are 
requested or exception are asked for, they go before the contracting 
parties to the General Agreement on Tariffs and Trade, and votes are 
taken, and the majority vote prevails. 

Mr. Stmpson. Mr. Helfrich, I again thank you for coming to the 
committee, and I hope your paper will be studied. 

Mr. Heutrricx. Thank you, sir. 

The Cuarrman. Any further questions? If not, we thank you, sir, 
for your appearance and the information given the committee. 

ext is Mr. Raymond Vernon. 

Mr. Vernon, please give your name, address and the capacity in 

which you appear, for the record. 


STATEMENT OF RAYMOND VERNON, MILBURN, N. J. 


Mr. Vernon. Mr. Chairman, my name is Raymond Vernon. I 
live at 58 Wittingham Terrace, in Milburn, N. J., and I am appearing 
here today in purely a personal capacity. 
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I have filed a statement with the committee, Mr. Chairman, and if 
the committee is agreeable, I would ask that it simply be made a part 
of the record, and that I comment on it briefly. 

The CuarrMAN. Without objection, it is so ordered. 

(The statement referred to follows:) 


STATEMENT OF RAYMOND VERNON IN Support or H. R. 5550 


I want to express my thanks to the committee for setting aside some time to 
hear me on H. R. 5550. I particularly appreciate the committee’s courtesy 
because my appearance here is purely a personal one. I hope, nonetheless, that 
because of my experience with the GATT and with American foreign trade policy, 
that the information contained in my statement will be of some use to the 
committee. 

Let me begin with a brief autobiographical note. In 1954, after 8 vears’ 
service, I left the Department of State to become the comptroller and economist 
of a medium-sized manufacturing concern. During my service with the De- 
partment, I was a member of the United States delegation at the fourth and fifth 
sessions of the contracting parties to the GATT, and I was vice chairman of the 
United States delegation at the seventh session. In 1953 and 1954, I served as a 
member of the staff of the Randall Commission. At the time I left the Depart- 
ment of State, I was the acting director of its Office of Economie Defense and 
Trade Policy. Since that time, I have published two fairly extensive studies of the 
GATT’s operations, one in a series sponsored by Princeton University’s Inter- 
national Finance Section and another under the auspices of the Carnegie Endow- 
ment for International Peace. I came away from these experiences with some 
fairly firm views with regard to the GATT, a few of which I would like to discuss 
today. 

GATT AND OTC 


Most of us think of the GATT largely as a mechanism by which the principal 
trading nations of the world get together to negotiate on tariff reductions. This, 
of course, is one of its major functions. But the agreement, over the 8 years of 
its existence, has come to be a great deal more than that and I think that it may 
be useful to review some of its operations to see how they fit into this country’s 
current problems. 

The GATT, you will recall, was created as a makeshift arrangement back 
in 1947, at a time when the much more ambitious ITO was being negotiated in 
Havana, As its creators envisioned it, GATT was to serve as a temporary tariff 
agreement, pending the time when the ITO would come into existence. It was to 
have no organization, no executive committee, no staff of its own. Its business 
would be conducted by the signatory governments themselves, meeting from time 
to time in plenary sessions. From the point of view of United States law, GATT 
was simply another trade agreement entered into by the President as part of the 
reciprocal trade program. 

That was over 8 years ago. During those 8 years, the GATT shaped itself, 
developing along lines that were quite different from the ITO blueprint. In 
practice, the GATT’s tariff-reducing function was matched—perhaps one could 
say it was even dwarfed—by its role as a peace-maker among the trading countries 
of the free world. The provisions of the GATT which came more and more to 
occupy the center of the stage were not those relating to tariffs but those having to 
do with the avoidance of trade restrictions and discrimination of all types and 
those having to do with the settlement of disputes. Under the pressure of need 
and circumstance, the GATT, as I propose shortly to show, became an indis- 
pensable part of the political structure by which nations in the free world try to 
keep the peace amongst themselves. 

Now, this sort of function could not be discharged with the dispatch and 
efficiency it deserved unless some sort of organizational arrangement was de- 
velopec. As a result, after a few years’ experience, the signatory countries set up 
a committee with limited powers to handle pressing business which arose between 
the sessions. This body, together with a tiny staff, kept matters moving as best 
they could. 

A year ago, under the leadership of the United States, the GATT member 
countries agreed to try to convert this skeleton organization de facto into a more 
adequate organization de jure. This effort culminated in the agreement to 
create an Organization for Trade Cooperation, 
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H. R. 5550, of course, would authorize the President to accept membership in 
the OTC for the United States. But it is important to understand not only what 
Congress is being asked to approve in H. R. 5550, but also what it is not being 
asked to approve. Congress is not being asked to approve the GATT; nor is it 
being asked to curb its inherent right to enact legislation inconsistent with the 
GATT. The President accepts the responsibility for the GATT as an agreement 
negotiated by him under the Trade Agreements Act. He also accepts the risk 
that Congress from time to time may compel him to act in a manner contrary to 
the GATT; this is a risk he cannot avoid whenever he enters into an executive 
agreement with other countries. What he asks for is simply the right to par- 
ticipate in an international organization which would administer the GATT, 
facilitate intergovernmental consulations on trade matters, sponsor international 
trade negotiations, and make recommendations on trade questions. 


GATT’S PERFORMANCE 


A few words may be in order on what the GATT has achieved so far. For 
the first few years of its life, you will recall, its performance was primarily in the 
tariff field. Over the years, in 4 major tariff-negotiating sessions, about 60,000 
tariffs affecting perhaps one-half of the world’s trade were made the subject of 
tariff coneessions. Tariff stability was introduced in the world to a degree which, 
I think it is fair to say, had not previously been seen in 40 years. 

The reaction in the United States to this achievement was quite mixed, how- 
ever, for reasons which are altogether understandable. High tariffs abroad were 
not the only problem confronting United States exporters. The other, countries 
were rationing their scarce supplies of dollars in this period and many of our 
exporters were being plagued by foreign exchange licenses and import quotas in 
other countries. 

It was not until 1953 or 1954 that the GATT was paying dividends which 
were obvious to most American exporters. A few years earlier, as world recon- 
struction and recovery progressed, the other principal trading nations of the 
world began the long, tough job of dismantling the licensing system which they 
had used to ration their dollars. Canada led the trend; South Africa followed 
part of the way. Then Belgium, Holland, Germany, Sweden, Denmark and the 
United Kingdom began to reduce their rationing of dollar goods. By 1954, 
virtually every country of Western Europe had taken tangible measures toward 
removing its quotas on dollar goods and allowing such imports to be regulated 
only by the tariff. Western Europe’s imports from the dollar area grew spec- 
tacularly after early 1954; on a yearly basis, the increase alone comes to about 
$2 billion. In this period, for instance, Western Germany’s dollar cotton im- 
ports went up 47 percent; her dollar chemical purchases rose 46 percent; her 
machinery imports bought for dollars increased 146 pereent. The United King- 
dom, for its part, bought 36 percent more dollar cotton; 39 percent more dollar 
chemicals; 76 percent more dolar nonferrous metals; 44 percent more dollar 
machinery; and so on. 

These import increases, of course, were sparked by Western Europe’s extraor- 
dinary economic recovery of the last few years. But recovery or no. the rise 
in imports would have been less pronounced if the United States had not the 
foresight, through GATT, to negotiate for the reduction of the world’s tariff 
walls. For, as countries did away with import quotas and licensing arrange- 
ments, our exports to these countries were met by the lower tariffs which we had 
negotiated for. 

The GATT mechanism can claim a share of the credit not only for the reduc- 
tion of the tariff levels of the trading world, but also for the relaxation of the quotas 
and other import restrictions to which I have referred. During the dark days 
of the late forties and early fifties, when trade was still being straitjacketed by 
quotas and licenses, the United States availed itself of each GATT session to 
impress on other countries the economic and political advantages of mitigating 
their quota systems. There was deep-seated skepticism at the time, both within 
and outside United States governmental cireles, that this exhortation would 
ever do much good; it was widely felt that, by one device or another, the pro- 
tectionist groups of other nations would keep their economies locked behind the 
comfortable walls created by quotas. Time proved these skeptics wrong. The 
GATT and the International Monetary Fund shared credit with the OKEC for 
providing organized pressures on nations to relax their quotas on dollar oods 
as th ir foreizn exchange reserves permitted. 

GATT’s most substantial achievement, however, is one which has been least 
discussed in the American press. This is its role in the settlement of trade dis- 
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putes among the nations of the free world. In the earlier years of the GATT’s 
existence, few disputes had been placed before the GATT signatories for their 
consideration. Nations were not in the habit of airing their trade grievances at 
GATT’s meetings. They preferred, instead, to threaten and plead in the relatively 
private medium of diplomatic exchanges; to retaliate where they dared; and to let 
their grievances fester when retaliation seemed dangerous. 

In 1950, however, Chile laid one of the first of a series of complaints before the 
GATT members, objecting to Australia’s treatment of fertilizer imports. The dis- 
pute was soon settled to the satisfaction of both parties, paving the way for much 
more business of the same sort. Norway, which had been bickering with Germany 
for 30 years over the latter’s discrimination against Norwegian sardines, brought 
her case to the GATT and obtained a settlement. The Dutch, who felt that the 
United Kingdom was unfairly placing a luxury tax on some Dutch imports which 
were not luxuries, managed to get the GATT parties to urge the United Kingdom 
to change her tax laws, a request with which the United Kingdom complied. Den- 
mark and Norway, on complaining in GATT against a system of Belgian internal 
taxation which discriminated against their products, managed to get Belgium to 
eliminate the discrimination from her statute. 

Later, when the United States and the United Kingdom formally complained 
that Brazil had failed to carry out some of the tariff commitments the latter had 
previously made, Brazil was persuaded to put them in effect. A United States 
complaint against France, based on France's imposition of an import duty labeled 
as a statistical tax, had similar happy results. The United States was also the 
moving party in a complaint against Belgian restrictions on coal imports. managing 
to get a substantial easing of the restriction as a result of her complaint. 

Fhe catalog is longer than this reeital of cases and it grows each year. The 
GATT has managed, almost without its members being consciously aware of the 
trend, to provide a forum for the settlement of complaints, quite without parallel 
in te checkered annals of the world’s trade relations. 

Of course, many actual or prospective violations of GATT have never had to 
come before the contracting parties for discussion or adjudication. An impressive 
number of complaints have Satta resolved simply by bilateral consultations based 
on the GATT’s provisions. The United States, for instance, commonly obtained 
redress by these means. Typical of such cases was one involving a British require- 
ment banning the manufacture of pure Virginia tobacco cigarettes and requiring 
the admixture of small! amounts of oriental tobacco; United States protests, based 
on the provisions of GATT, secured the repeal of the requirement. In another 
case several large potato shipments from the United States were embargoed by a 
foreign country in violation of GATT, and again bilateral representations pro- 
duced results. Still other situations which were eased through bilateral representa- 
tions on the basis of GATT provisions included the discriminatory buying of 
apples by another government, the discriminatory pricing of United States ciga- 
rettes by a Government monopoly, and the discriminatory taxing of United States 
tobacco, foodstuffs, newspapers, and cosmetics. 

The strength of the GA in thesettlement of disputes is all the more extraor- 
dinary because the GATT parties have no really effective means of enforcing 
their views on disputing members. Strictly speaking, all that the members can do 
in any dispute is to state their views on the rights and wrongs of the case in the 
light of the agreement’s provisions and to recommend a remedy. But any dis- 
putant, if it wishes to fly in the face of such a collective opinion, may do so. In 
that case, the GATT’s members may authorize withdrawal! of concessions by its 
aggrieved member. But even in this ease the transgressing nation is allowed to 
have the last word; for in such a situation the transgressor is free to withdraw 
from GATT on 60 days’ notice. 

One of the aspects of the GATT’s administration that is worth pointing out is 
the fact that the outstanding case in which a nation had refused to pursue the 
recommendation of the GATT’s signatories in the settlement of a complaint has 
been provided by the United States. In applying its restrictions on dairy product 
imports in 1951, the United States violated the GATT’s provisions. Despite the 
complaint of the Netherlands, the President maintained these restrictions. Accord- 
ingly, the Netherlands was authorized to retaliate by restricting wheat-flour imports 
from the United States, a right which she retains to this day, although she has not 
exercised that right. 

The incident serves to drive home a basic point. The GATT is not a body 
of international law imposed on nations under penalty of sanction. It is much 
more nearly analogous to an international contract among sovereigns in which 
performance cannot be enforced, but damages are due from any errant party. 


75018—_56——50 















774 ORGANIZATION FOR TRADE COOPERATION 





It has both the advantages and the limitations of contracts, as distinguished 
from law. While it affords some predictability as to the behavior of the other 
parties, it offers no ultimate means of enforcing such behavior in the face of na- 
tional resistance. 


GATT AS A POLITICAL INSTRUMENT 


But no recital of the disputes settled in the GATT quite captures the point 
which I have been trying to make with regard to the GATT’s political role in 
the free world. The basic point is that the GATT provides some of the essential 
cement which makes the coalition of free world nations possible and tolerable. 

This point has been driven home repeatedly in the last 8 years. When the 
United States thought it desirable to obtain Germany’s readmission to the world’s 
trading markets, it was largely through the GATT that this readmission was 
secured. When Japan’s turn came, the GATT was used again—though this time 
with only qualified suecess—to obtain the acceptance of Japan’s goods on a non- 
discriminatory basis. When the United States tried to get worldwide acceptance 
of the European Coal and Steel Community, it was through the GATT that our 
representatives first argued their case for allowing the countries concerned to 
discriminate in favor of each other in order to create a common coal and steel 
market; and it was in the GATT that this concept first received general acceptance 
by the other nations. 

Now that the Soviet Union has shifted its tactics from military to economic 
devices, the importance of the GATT as a political instrument has become greatly 
enhanced. The Soviet will use a variety of tactics to achieve the economic 
penetration of countries outside its orbit; it may offer to make developmental 
loans; it may offer to buy the unwanted exports of other countries; and it may 
offer to sell badly needed imports. Its offers will fall on fertile soil wherever a 
nation in the free world is being frustrated and embittered by the import restric- 
tions or the export restrictions of its neighbors. 

This means that we nations of the free world have our work cut out for us in 
the years ahead. At all costs, we must avoid clogging the channels of free world 
trade and we must avoid the deadly bickering which is the by-product of trade 
wars. There is no international organization better suited to contribute to these 
purposes than the GATT, bolstered by the OTC. Neither our prewar system 
of bilateral trade agreements, nor the various proposals for an Atlantic commu- 
nity, nor any other existing or contemplated trade arrangement of which I am 
aware can serve this purpose. 

A vote against H. R. 5550 would be a vote to enfeeble the GATT. And we 
have seriously to consider the risk that such a course of action will increase 
Moscow’s opportunities to profit from the weakened trade ties among the free 


world’s nations. 

The CuarrMan. Proceed. 

Mr. Vernon. In the first place, may I digress from the main sub- 
ject matter to give you an autobiographical note to justify my being 

ere in the first instance. 

I was with the Department of State for 8 years, and left the De- 
partment in 1953. When I left, I was the Acting Director of the 
Office of Economic Defense and Trade Policy. I attended three different 
sessions of the GATT, the fourth session, the fifth session and was vice 
chairman of the United States delegation to the seventh session, and 
occupied the chair for the United States during most of that session. 

As you know, Mr. Chairman, I had the privilege of serving on the 
staff of the Randall Commission, and in the past 2 years I have pub- 
lished a number of studies of the GATT, one of which appeared under 
the auspices of the international finance section of Princeton Uni- 
versity, and another which was published by the Carnegie Endow- 
ment for International Peace. 

I would like to make a few points about this contentious organi- 
zation, points which I derived from a good many years of personal 
exposure to it. 

To begin with, I would like to try to orient the GATT to the OTC 
if I may. As you all know, and as numerous witnesses have sai 
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before me, the GATT initially in 1947, when it was created, was 
looked upon as a makeshift, temporary provisional entity whose 
prime function was to be the sponsorship of tariff negotiations. The 
provisions of the GATT which did not deal with tariffs at that time 
were largely viewed as being supplementary to the tariff provisions 
and generally aimed at making the tariff provisions meaningful. 

They were patterned very closely after the commercial policy 
chapter of the ITO charter, but as far as the GATT was concerned, 
they were quite ancillary to the main purpose of the GATT, which 
was the reduction of tariffs through negotiations. 

As circumstances turned out, the GATT changed from a temporary 
organization to something which has now had 8 years of life and 
a lot of the provisions which were looked upon as being of no very 
great importance at the time, provisions dealing with quantitative 
restrictions primarily, and with discrimination and provisions dealing 
with the settlement of disputes, became tremendously important to 
the GATT’s existence. 

Indeed, as one looks back over those 8 years, the real contri- 
bution of the GATT, in addition to the tariff negotiations, which were 
done, was this rather extraordinary performance in getting countries 
together, I think, almost for -the first time in the human history of 
commerce, to settle their disputes in an orderly, sensible, reasonable 
way, and not to use the device as a kind of sulky, dangerous retalia- 
tion, a kind of festering of trade wounds, which was typical of trade 
dispute before 1947. ‘This kind of function needs a staff. It needs 
a permanent staff, rather more than tariff negotiation needs such a 
staff, and a kind of skeleton staff came into being almost under the 
compulsion of events. 

It was a small group. It operated provisionally as everything in 
the GATT operates provisionally. It was ultimately supplemented 
by an Intersessional Committee with limited functions. This tiny, 
relatively weak organization, performed what I, looking back on the 
record, regard as rather remarkable progress in the field of the recon- 
ciliation of conflicting trade interests among the free nations of the 
world. 

You will remember that the Randall Commission proposed that the 
organization provisions of the GATT should be renegotiated and 
brought back to the Congress for its approval, and I think this can be 
described as the genesis of H. R. 5550. 

Those provisions were renegotiated and were brought back and are 
bring brought back, if you like, to the Congress, which is now con- 
sidering whether they should be approved, of course. It is important, 
I think, to dwell for just a moment on what the Congress is being 
asked to do, and what it is clearly not being asked to do. 

The fact of the matter is, I think, talking realistically, that the 
Congress is being asked to approved three specific features of the 
GATT. I don’t think there is much doubt about it. It is being 
asked to approve the notion that trade agreements should be nego- 
tiated on a multilateral basis. It is being asked to approve the notion 
that when countries disagree as to the exact meaning of the contract 
that they have written, 1t makes sense for them to get together and 
to decide by some prearranged preagreed vote, a majority of two- 
thirds, just what the trade agreement means in the circumstances. 
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The Congress is being asked to agree that when some individual 
country finds a particular provision of this multilateral agreement too 
onerous for it to bear, there ought to be an orderly way in which it 
should be relieved of that obligation and there ought to be an orderly 
way in which the country should be allowed to withdraw concessions. 

Let me dwell just a mimute or more on GATT’s ormance. The 
tariff performance of the GATT is a matter of clear public record, 
and there is no need to dwell on it very much. Under the GATT, 
60,000 tariffs have been reduced around the world. About 60 percent 
of the world’s trade has been affected by this. 

In the field of quantitative restrictions, I think the performance has 
been at least as adequate, perhaps more adequate. The trade situa- 
tion, as far as United States exporters were concerned, in 1947 was not 
good. United States exporters, although they were selling a great 
deal of goods to the rest of the world, had to run a series of hurdles in 
the form of quantitative restrictions, and exchange licenses, and every 
device that countries could conceive of in order to ration their scarce 
dollars at the time. 

Beginning about 1947, there began a ceaseless effort on the part of 
the United States to persuade other countries to the notion that they 
should take more risks with respect to their scarce reserves by reducing 
their import restrictions. ; 

The first country to agree to take more risk was Canada. Canada 
eliminated its import restrictions in the late 1940’s. South Africa 
followed by eliminating a substantial portion of its discrimination in 
the 1940’s and has continued that process. 

Then, in the early 1950’s, the dam really began to break, and vir- 
tually every country of Western Europe began substantially to reduce 
its import restrictions and its discrimination with respect to dollar 
goods. In the years 1954 and 1955, the record has really been quite 
impressive. 

We find West Germany buying 46 percent more chemicals from 
the dollar area than it had before, and 148 percent more machinery. 
We find the United Kingdom buying 39 percent more chemicals, 76 
percent more nonferrous metals, and 44 percent more machinery 

When we look at the United Kingdom data on imports from the 
dollar area, we find that although in 1953 only 38 percent of the trade 
was from the dollar area, 38 percent of her imports from the dollar 
area were free of import restrictions, the figure had gone up to 49 
percent by the first of the year 1954 and it had gone up to 56 percent 
by January 1, 1955. I have made some clumsy efforts to measure 
just what this has meant in dollars and cents to United States trade, 
and as nearly as I can tell, we sold to Western Europe in 1955 $2 billion 
more of goods by reason of the relaxation of these restrictions than we 
otherwise would have sold. 

Let me pause just a moment in my presentation to say that when 
I hear the GATT and the GATT’s work described as a planning 
organization, as an organization, the function of which is to create 
restrictions, tariff quotas, embargoes, ratios of agriculture to industry, 
and so forth, I am really at a loss to know quite how to respond to 
that description. 

This is the antithesis of planning, in my view. To describe the 
GATT as a planning organization is to use a kind of typical device of 
oh Carroll in Alice in Wonderland in reversing pictures by the use 
of a mirror. 
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The whole function of GATT is to persuade nations to limit the 
degree to which they interfere with the individual buyers and sellers. 
— is the inspiration it provides to the people who work closely 
with it. 

Let me talk one moment more about the disputes which the GATT 
has settled. By my count, there have been about thirty-odd disputes 
settled through the good offices of the GATT without any form of 
retaliation on the part of either of the parties during the past 7 or 
8 years. 

You are familiar with many of them, I am sure. The first of them 
was a dispute between Chile and Australia, typical of the kind of 
dispute which GATT has settled. Australia was subsidizing the 
manufacture and sale of an artificial nitrate. Chile felt this was 
hurting Chile’s exports to Australia and was negating a benefit which 
she was entitled to receive under GATT, having previously negotiated 
a tariff concession on this product with Australia. 

The Australians heard the Chilean case and decided to extend their 
subsidy to both the imported product and to the domestic product, 
as I recall the outcome. 

Norway brought a dispute involving Germany with respect to 
sardines to the GATT. The Germans had been discriminating for 
about 30 years off and on. The Norwegians brought the dispute to 
GATT and the problem was settled in about 3 on 

The Dutch had a dispute with the United Kingdom about some 
luxury taxes. The United Kingdom had the unfortunate habit of 
calling every import a luxury. The Dutch said that their kitchen 
utensils were just as utilitarian as British kitchen utensils. The 
dispute was brought to the GATT and the GATT found in favor of 
the Dutch. 

The British representative said ‘There is not much I can do about 
it but see if the Parliament goes along.” The Parliament did go along. 
The act was amended and the Dutch and all the other countries con- 
cerned got the same treatment for their kitchen utensils, and other 
utilitarian products as the United Kingdom utensils. 

A good many of these disputes involved the United Kingdom, of 
course. We objected to Belgian restrictions on coal imports and got 
substantial relief. We objected to a French so-called statistical tax 
which was really a tariff. We got relief. More and more we settled 
a great many cases out of court, in a sense, without ever bothering the 
contracting parties to the GATT. 

When the United Kingdom began the practice of requiring its to- 
bacco manufactures to admix certain prescribed proportions of Ori- 
ental and American tobacco in its cigarettes, we objected bilaterally, 
and after a good deal of hauling back and forth, the United Kingdom 
amended or eliminated this restriction. I am not sure which. In 
any case, the restriction disappeared. 

Another country imposed an embargo on some large shipments of 

tatoes from the United States. We promptly protested on the 

asis of GATT provisions, and they eliminated that; another country 
with respect to its purchase of apples. We got that restriction 
eliminated. 
_ The list is very long. The basis of the settlement of these disputes 
is not an approach which says ‘‘Here is an international law and you 
fellows are not obeying it. You are hereby ordered to obéy it.” 
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The spirit of the GATT, when dealing with disputes of this kind, is 
to recognize first that they are dealing with sovereign nations; second, 

that what they have here is something resembling a kind of contract: 

and third, that ultimately they can compel the sovereign nations 
with which they are dealing really to do nothing that the sovereign 
nations will not do as a result of persuasion. 

If the nation will not do what it is told to do, the sanction that the 
other contracting parties to the GATT has will be withdrawn sub- 
stantially equivalent to the concessions in an atmosphere which does 
not breed retaliation and counterretaliation. 

This is the great contribution of the GATT, I think, to international 
relations. 

I have one major misgiving with respect to H. R. 5550 and its fate 
as a private citizen. I am concerned—I am sure everyone in this 
room is concerned—with the new twist in Soviet tactics. I say with 
chagrin that about 2 or 3 years ago I delivered a talk down in the 
lower part of Virginia and opined that the Soviets, by reason of various 
internal restraints, could never get themselves in the position of effec- 
tively engaging in trade warfare. 

Time has proven me dead wrong. The Soviets are now in the posi- 
tion where they are able to sell goods at prices to the rest of the world 


which a free nation would find it hard to compete with. They are in 
a position to buy goods which nobody else wants, and they are in a 
position to make loans and grants which don’t have the restraints, 
and I think the proper restraints, that exist in a democratic govern- 
ment. 

I am not sitting here today and suggesting a line of counterattack 
— this potentially enormous Soviet offensive, but I am certain 


of one thing—that one element in that counteroffensive will have to 
be keeping open the channels of trade in the free world. 

I can remember vividly when, in 1951 or 1952, we imposed a new 
fee on the imports of almonds. The Soviets ran a boat up through 
the Mediterranean to a southern port in Italy, purchased several tons 
of almonds with brass bands playing in the street, and carried the 
almonds off triumphantly to the Soviet Union. 

I don’t know what those several tons of almonds cost them, but it 
was, I would judge it to be, roughly $2 million worth of free prop- 
aganda in Italy in favor of the Communist Party and in favor of the 
Communist cause. 

My point is that we cannot afford any longer to look upon this 
problem as a problem solely in trade policy. It is a problem funda- 
mentally in security and it is a problem which requires us to bend 
every effort to minimize the trade tensions among free nations and 
minimize the possibilities that the restrictions imposed arbitrarily by 
one nation will make another nation an obvious target for Soviet 
economic penetration. 

The only institution that I know of that is in a position effectively 
to contribute in this direction is the GATT. If the OTC comes into 
existence, the GATT will be somewhat more effectiVe in this direction. 
If the OTC does not come into existence, the GATT will be substan- 
tially less effective. 

We can’t kid ourselves on that, I think. That, gentlemen, is all 
I have to say. 

The CuarrMan. Does that complete your statement? 
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Mr. Vernon. Yes, sir. 

The CHatrman. We thank you for your appearance, and the infor- 
mation given the committee. 

Any questions? Mr. King of California will inquire. 

Mr. Kine. Mr. Vernon, I take it from your statement that regard- 
less of how various industries have felt in their opposition to the exten- 
sion of reciprocal trade agreement legislation through the years, 
regardless of the basis for their opposition to reciprocal trade, as ones 
who have felt injury impending, or have suffered actual injury because 
of such trade agreements, they should be in favor of OTC inasmuch 
as it offers an instrument by which they perhaps can protest or seek a 
remedy, rather than to oppose it or keep it from coming into existence? 

Would that be a reasonable conclusion for me to reach in view of the 
statements you have made? 

Mr. Vernon. Yes, Mr. King, it would. I think the question of the 
position of an industry which is concerned with more imports as it 
relates to the OTC comes roughly to this: The concern of an industry 
which is worried about more imports is directed primarily against the 
policies which the Congress formulates in the Trade Agreements Act. 

An iadustry which is concerned about more imports presumably 
has a right to be much more concerned with the power of the President 
to reduce tariffs by 75 percent than if he has the power to reduce 
tariffs by 15 percent, but this, I think, is a question aside from the 
issue before this committee at the present time. 

The question before this committee is: Whatever the trade policies 
of the free world may be in general, does it make sense or does it not 
make sense to iron out your difficulties multilaterally, to try to find the 
stability and trade peace that you want multilaterally, and when 
questions of interpretation, questions of waiver, and so forth, come up, 
to consider these multilaterally, rather than on a unilateral basis? 

Mr. Kine. I have a telegram from a maritime union official. I 
have also received this morning their monthly paper which decries the 
possible passage of this bill on the basis that the 50—50 provision in 
our maritime Jaw will be in danger, perhaps repealed. 

Would you comment on the possibility of such a thing happening 
if OTC is approved? 

Mr. Vernon. The enactment of OTC will have no direct or indirect 
effect whatever on the 50-50 clause, sir. 

Mr. Kina. Very good. That is all, Mr. Chairman. 

The Cuarrman. Are there any further questions? Mr. Simpson 
of Pennsylvania will inquire. 

Mr. Srwpson. Mr. Vernon, I didn’t hear your answer to Mr. King’s 
last question. 

Mr. Vernon. I said the enactment of H. R. 5550 would have no 
direct or indirect effect on the 50—50 clause. 

Mr. Stmpson. Do you mind telling me for whom you work now? 

Mr. VerRNon. Not at all. I should preface this by saying again 
that I am here personally, but I am the comptroller and economist 
a a company which manufactures chocolate candy, Hawley & Hoops, 

ne. 


Mr. Simpson. If we pass OTC, is that all the power they need to 
administer GATT? 

Mr. Vernon. If you pass OTC? I am sorry, sir, I don’t quite un- 
derstand the question. 
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Mr. Stmpson. I will spell it out, and I am laughing at my own 
dumbness, because I did ask the question backwards. 

If we pass this legislation and OTC results, then does it have suffi- 
cient authority to properly administer GATT? 

Mr. Vernon. As nearly as I can tell, sitting here at this moment, 
it is perfectly evident to me that the creation of OTC in the form in 
which it is being proposed to you will make it possible to do the three 
things that the OTC is supposed to do: have a multilateral trade 
agreement; interpret the agreement through multilateral means; and 
grant waivers through multilateral means. 

If the question implicitly is: Are there additional things which the 
OTC might propose in the trade field, I simply don’t know. It could 
very well be. 

Mr. Simpson. Are there additional things which you think OTC 
should do which they will not have authority to do? 

Mr. Vernon. Let me think about that just a moment. 

Mr. Simpson. I refer to your booklet and the paragraph entitled 
“Implications for the future,” on page 221 of the Organizing for 
World Trade publication by the Carnegie ndowaient fie Interna- 
tional Peace. 

Mr. Vernon. I don’t recall what is written on page 221. Would 
you read it? 

Mr. Simpson. I will read it. You say: “Once the broader issue of 
the creation of OTC is settled, significant organizational questions 
still will remain. For one thing, OTC will have to find a way of 
duplicating or, at any rate, approximating the accomplishments of 
OEEC in integrating trade discussions with discussions relating to 
the fiscal and monetary policies of its members.”’ 

Mr. Vernon. I think it is an extremely useful field for the OTC 
to get into, but it would not require any additional powers, either in 
the GATT or OTC. 

Mr. Simpson. It would not require any additional powers? 

Mr. Vernon. Not as I read the OTC and GATT. 

Mr. Stmpson. You mean is it now in the law, or is OTC required 
to give it this power? 

Mr. Vernon. No; neither, sir. This relates simply to the discus- 
sions that have been going on in the OEEC, and in a much less effec- 
tive way in the GATT, on why import restrictions develop in the first 
instance. 

This is a field of discussion which is dreadfully important from the 
United States point of view, and let me illustrate why this is so: 
Let us suppose that a country decides for one reason or another that 
it wants to enter into a period of enforced inflation. 

Mr. Simpson. Period of what? 

Mr. Vernon. Of inflation. It pumps money into the money 
stream. 

Mr. Stmpson. Under GATT? 

Mr. Vernon. It doesn’t matter whether it is under GATT or not. 
It is a sovereign nation and it decides to do this. One of the things 
that happens normally is that its price structure raises rapidly. 

It becomes less competitive in the world markets, and it gets into 
balance-of-payments difficulties. All the other nations in the world 
are interested in the question of why it is in balance-of-payments 
difficulties which have compelled it then to restrict its imports from 
other countries. 
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In the OEEC it has been found extremely useful to discuss with 
countries these root causes of their balance-of-payments difficulties, 
rather than to say “Well, we see you have balance-of-payments 
difficulties; therefore, I suppose we have to agree that the wise thing 
for you to do is restrict imports.” 

hey have had some rather illuminating discussions which have 
been helpful both to the countries whose exports have been barred, 
and the countries who have in the first instance engaged in the inflation. 

This kind of discussion, I think, is extremely useful on the part 
of all countries to understand the problems and the root causes of the 
restrictions which develop in world trade and I think it would be a 
wise thing if the members of the General Agreement on Tariffs and 
Trade were to do more of it. 

Mr. Simpson. Then in this instance, as you have explained, this 
is one new duty which you suggest that OTC and GATT should 
take up after we pass this bill, H. R. 5550; namely, find a way of 
duplicating or approximating the acccm lishments of OEEC? 

Mr. Vernon. No, sir, it is not new n any sense. What I am 


suggesting is that they do more effectivel what they have done on a 
rather inadequate basis in the past. 
Mr. Stimpson. Then you go on and say: 


: This will presumably entail not only closer cooperation between OTC and 
MF— 


Who is “IMF”’’? 
Mr. Vernon. International Monetary Fund. 
Mr. Sumpson (reading): 


But also a reinfusion of vigor into the latter organization. 


Mr. Vernon. Yes, sir. 

Mr. Stmmpson. What is wrong with IMF now? 

Mr. Vernon. The International Monetary Fund is a perfectly 
adequate organization. I have sometimes felt that it could more 
effectively take a position which would be helpful to United States 
interests in this sense: In addition to the trade restrictions with 
which the OTC and the GATT would deal, the IMF deals with 
exchange restrictions. 

There are in the IMF articles of agreement a provision known as 
article 14, which says that during a transitional period, the question 
of whether a nation has a right to impose some given set of exchange 
restrictions is something which is largely for unilateral determination 
by the nations, those subject to discussion with the IMF. 

I have long felt, as a personal matter, that the United States could 
well urge and the IMF would accept the notion that that transitional 
period could be declared to be ended. 

The effect on the United States would be that if it would be in a 
position more effectively to urge the elimination of exchange restric- 
tions, this is the reinfusion of vigor that I am interested in. 

Mr. Stmpson (reading): 

While the recent negotiation of OTC— 
that is the meeting over in Geneva a year or so ago— 
offered a prime opportunity for creating close institutional ties between OTC and 
IMF, nethine was done on that score. 


Mr. Vernon. That is correct. 
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Mr. Simpson. Are you suggesting that when we pass this bill, some- 
thing should be done on that score by reason of the authority in this 
bill before us? 

Mr. Vernon. No. I am suggesting only, I think, if you look at 
the words, that there should be two things: more effective discussion 
in the OTC-GATT set-up of the internal policies of nations which 
affect their foreign trade, and a reinfusion of vigor in the IMF. 

Mr. Stmpson. I skip a line. Then you say: 


In the end, however, a bridge will have to be formed between OTC and IMF so 
that greater coordination between the institutions can occur. 


a Vernon. Yes. I think that that is probable, and probably 
userul. 

Mr. Simpson. You think that OTC is necessary in order that there 
may be that coordination between GATT and IMF? 

Mr. Vernon. Well, Mr. Simpson, that is a tough one to answer. 
My basic position would require me to say yes for this reason. I am 
firmly convinced if the OTC is not created, the effect will not be to 
keep the status quo on trade. 

Mr. Stupson. If you answer yes, then I can properly ask you what 
new authority is in this bill which OTC would chan have? 

Mr. Vernon. And I think my quite appropriate answer is to say 
none. 

Mr. Simpson. Then your last sentence in this paragraph is 
significant. 


The two institutions will have to undertake the long delicate process of gaining 
acceptance for intergovernmental inquiries into domestic policies which have 
external implications. 

Mr. Vernon. That is correct. 

Mr. Srtmpson. By that, do you mean that GATT should dig into 
any and every matter domestically which in one way or another might 
have an external implication? 

R Mr. Vernon. That would not be delicate and I don’t think it would 
e wise. 

Mr. Srupson. Where would the limit be set? 

Mr. Vernon. Let me talk first to the initial stage, and then try to 
pushitabit. I think initially what is needed here is somewhat franker 
and fuller discussions in the OTC, and I think in the IMF on the 
effects, for example, of a policy of internal inflation on the external 
trade policies of nations. I think where it is most badly needed is 
with respect to nations who deliberately precipitate themselves into 
balance-of-payments difficulties by inflationary policies. 

Now, where the discussions go from there, | am not particularly 
clear. Wherever they go, they have to remain within the powers and 
the framework of the GATT and the OTC on one hand, and the IMF 
on the other. They can’t go anywhere else than that. 

Mr. Simpson. I don’t know what they may read into it. Let me 
go on a little bit further: 


Another set of problems will be that of relating OTC to such international 
efforts as nations may undertake in the future with respect to commodity agree- 
ments and to the restraint of harmful business practices. But perhaps a more 
difficult organizational problem will arise in the future if the Soviet bloc should 
follow up its recent indications of interest in OTC. 

In that case, the problem will be to find a meaningful formula requiring state- 
trading nations to liberalize their trade to a degree comparable with private 
enterprise economies. 
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By that do you mean that GATT shall work out that meaningful 
formula which would permit state-trading nations, Russia, to deal 
across the table with us in a friendly and abeve-bourd manner? 

Mr. Vernon. Mr. Simpson, I don’t have a copy of that article in 
front of me, but I think the next sentence says that such a formula is 
probably impossible. 

Mr. Srupson. Should I read the next sentence? 

Mr. VERNoN. Yes. 

Mr. Srmpson (reading): 

The present formula of GATT does no more than commit state-trading entities 
to a general pattern of behavior as close to that of private enterprise as analogy 
will permit. This may work reasonably well for particular state monopolies 
operating in the context of an otherwise private-enterprise economy. 

Mr. Vernon. Would you continue the sentence, please? 

Mr. Stmpson. Yes. 

But for the economies of the Soviet bloc, it would be virtually meaningless in 
practice. 

Mr. Vernon. I think that is important. 

Mr. Stupson. Yes, but my question is: Do you envisage that we 
should delegate to OTC and GATT the right to work out ‘this mean- 
ingful formula with the state-trading nations so that we will awaken 
some day to find Russia completely in GATT and ourselves bound by 
what GATT does subject only to our right of dropping out? 

Mr. Vernon. Mr. Simpson, isn’t this a fair recapitualation of what 
I say: That as a matter of fact, it probably is difficult or impossible 
to develop such a formula with a nation such as the Soviet Union? 
I think that is a fair summary of what I said. [If it is, it follows that I 
have no proposals to make by which GATT should attempt to work 
out such a formula. 

Mr. Simpson. It might be that exactly, except that you could refer 
to the paragraph “implications of the future’’ which is the phrase you 
use, and I go back to the first sentence: 

Once the broader issue of OTC is settled, significant organizational questions 
still remain— 
and then you go on and name these things. 

I want to know if you think, if OTC is created, it will have to be 
further amended to give it additional powers? 

Mr. Vernon. Let’s speak about a state-trading entity which is 

aged in all kinds of deviltry. Now, the problem i is, what kind of 
rm egation is involved if the OTC gets into the problem? 

In order to eliminate the political concept, let’s assume that it is a 
friendly nation, rather than the Soviet Union. I am puzzled at the 
word ‘“‘delegation.’””’ Suppose the OTC gets into this and says to 
Ruthenia, ““Ruthenia, you should stop your nonsense in connection 
with such-and-such a practice you are following. It is most harmful 
to the other members of the GATT and the OTC.” 

Is there delegation here? And whom is the delegation to? It would 
seem to me that what was involved here was a group of nations com- 
plaining about the injury done by some other nation to them with 
respect to which initially they had no power in the first instance, except 
for the agreement which makes it possible for them to say these things. 

Mr. Simpson. Are you saying now, sir, that we will need more power 
in OTC, if it is enacted, to deal with Russia and to reach a conclusion 
on these matters? 
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Mr. Vernon. Mr. Simpson, I think the booklet and my testimony 
are clear on this point. First, I think no additional delegation of power 
is involved by the nature of the problem. 

Second, I think that it is virtually hopeless to consider the possi- 
bility of a systematic agreement with the Soviet Union which is 
meaningful from the viewpoint of the Soviet Union on rules of trade. 

Mr. Stimpson. That is all, sir. 

The CuarrmMan. Any further questions? 

Mr. Curtis. Mr. Chairman? 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Vernon, I want to say first that I had a chance to 
read your paper hurriedly while you were testifying and I think it 
brings out some very important data and a great deal of very good 
information. 

I wish we had your counterpart in the State Department who has 
taken over the actual operation of this area present before this com- 
mittee so questions could be directed to him. I would like to review 
a little bit some of the details of procedure in history as you have had 
personal experience with them. 

Before doing that, though, I would like to ask one general question. 
I notice that on page 4 of your paper, at the very top you state “The 
GATT mechanism can claim a share of the credit not only for the re- 
duction of the tariff levels of the trading world, but also for the relaxa- 
a iy the quotas and other import restrictions to which I have re- 

erred. 

I have heard those statements made. I have also heard statements 
made as, for instance, Mr. Mason, who is not here right now, has made, 
that far from being a relaxation of these trade barriers, there has been 
an actual increase of those over a period of the operation of the Recipro- 
cal Trade Act. 

At the last session of Congress, in the extension of H. R. 1, I asked 
for a lot of data along that line to be put in the record, which was 
supplied, but the question is still up in the air as far as I can see as to 
whether or not there actually has been an overall relaxation of trade 
barriers over the period of the past few years. 

Do you know whether any definitive studies have been made of 
that particular subject? 

Mr. Vernon. Yes, there has. There is an article which appears in 
the August issue of the Quarterly Journal of the Economic Commission 
for Europe, August 1955, which summarizes at least a major portion 
of this problem in describing the policies of the European nations with 
respect to their import restrictions. 

Mr. Curtis. What conclusions do they draw? 

Mr. Vernon. The conclusions are crystal clear. There isn’t any 
question about them. 

Mr. Curtis. You mean there is no question about them being 
reduced? 

Mr. Vernon. I was going to elaborate what their data show. In 
1947, about the time the GATT was formed, quantitative restrictions 
on imports were extremely high. Nations were rationing their 
dollars by every device they knew how. 

By the first of 1955, the situation had changed dramatically. Most 
nations of Europe had substantially reduced both the level of their 
import restrictions and the degree of discrimination applicable to 
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United States goods, and those results appear repeatedly in the data. 
They are beyond any serious question. 

Mr. Curtis. Mr. Chairman, I would like to make a request. It 
seems to me there is a lot of data on that. I wonder if the committee 
might not get what data there is on the subject of what increase or 
decrease there has been in these overall trade barriers, because that is 
a factor that we ought to have available for consideration. 

I know there is a dispute on it. 

The CuarrMan. Without objection, it is so ordered. 

(The information requested was inserted following the testimony of 
Secretary Dulles.) 

Mr. Curtis. Actually, if we had the time, and I know we do not 
have the time, I could spend several hours asking you questions along 
these lines. 

On page 4, just to pinpoint what I am getting at, you make the 
statement in reference to the Chile-Australian agreement: “The 
dispute was soon settled to the satisfaction of both parties.”’ 

The question I have is: What does that mean, to the countries, or 
does that mean to the economic interests within those countries that 
were affected by it? 

Was it to the satisfaction of them or just to the satisfaction of the 
country? 

Mr. Vernon. It was clearly to the satisfaction of the two nations 
concerned. I assume Australia, in determining what it preferred to do 
or not to do, in the circumstances, took into account all the interests 
of all the people in Australia. 

That could well have been different from the interests of the people 
who are making nitrates, and different, also, from the interests of its 
farmers and exporters, and this is a problem of any sovereign nation. 

Mr. Curtis. You put your finger exactly on the question I wanted 
to ask. We have done similar things like that in our negotiations. 
How do our negotiators ascertain what are the interests and conflicting 
interests in many instances of our various industrial, agricultural and 
labor groups? 

Mr. VERNON. May I try to answer that? 

Mr. Curtis. Yes. 

Mr. Vernon. One of the major duties of any officer concerned 
with the trade agreement program is to try to find out precisely this: 
To try to determine what the interests of the United States in 
toto, taking into account both the assertions of the people who are 
directly producing any product, and the interest of others, what those 
interests taken altogether add up to. 

Mr. Curtis. I agree with that. That is the general proposition. 
Now, what formalization of techniques and procedures existed at the 
time you were concerned with that whereby you could not only gather 
that information, but also labor, industry and agriculture would 
know, themselves, where they could process their cases and give 
their point of view? 

Mr. Vernon. The principal channel was the-——— 

Mr. Curtis. I am talking about formalization of procedures. Was 
there an executive order, or how was this procedure set up? Was it 
just done in a very informal way? 

Mr. Vernon. Where the action proposed to be taken involved 


some specific product, a typical case being, of course, tariff negotia- 
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tions, the Committee on Reciprocity Information, as I am sure you 
know, explicitly was created for the purpose of gathering and digesting 
the information that was involved. 

Mr. Curtis. We might stop on that point. Yet, in the rules of 
the Committee on Reciprocity Information, there is nothing said 
about their coming to any conclusions or reducing any conclusions 
to writing or passing on whatever information they had acquired 
and digested for the actual group who would do the negotiating. 

That part apparently is informal. Is it, or am I wrong there? 
Was there formalization of that procedure? 

Mr. Vernon. I don’t know quite how to answer the question in the 
terms of which you put it, but I think I can answer it substantively 
by saying this: The representatives of the Committee on Reciprocity 
Information and the representatives on the Trade Agreements Com- 
mittee are, I think with the exception of the Tariff Commission, from 
time to time, identical. 

Mr. Curtis. That is true, but the Trade Agreements Committee 
are not the same people as the Board of Negotiators. 

Mr. Vernon. | intended to come to that, if I might. 

Mr. Curtis. The reason I ask the question is so that I can follow 
my own thinking. That is why I interrupt to ask the question. 
They are not the same, are they? 

Mr. Vernon. The individuals who sit on the Trade Agreements 
Committee and the individuals who sit on the Committee on Reci- 
procity Information, except when the burden of work is extremely 
heavy, are normally the same. 

Mr. Curtis. I know, but the next question is about the Board of 
Negotiators. 

Mr. Vernon. There is a step before that. The Trade Agreements 
Committee must consider all of the data which have been developed 
by the Committee on Reciprocity Information. 

Mr. Curtis. Is that by Executive order? 

Mr. Vernon. I can’t answer that. I can tell you it is by executive 
practice, but I think we can determine the other by reference to the 
governmental representatives in these hearings. 

Mr. Curtis. All right. 

Mr. Vernon. The Trade Agreements Committee then attempts 
to formulate instructions to the negotiators in some fair detail. A 
typical set of instructions with background to a negotiator on a major 
issue nea go to many, many pages, with a good deal of data, and 
so forth. 

Mr. Curtis. That is the Trade Agreements Committee that does 
that; is that right? 

Mr. Vernon. That is correct. 

Mr. Curtis. That set of instructions is reduced to writing? 

Mr. Vernon. Yes. 

Mr. Curtis. Is there any way that the industries or economic 
groups concerned with that have any knowledge of what those 
instructions are, or the conclusions drawn in the data that is accepted 
as being accurate? 

Mr. Vernon. The answer to that, of course, is no, for a perfectly 
good reason. 

Mr. Curtis. I can appreciate why there might be reasons. I am 
simply now concerned with the actual procedure. 
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Mr. Vernon. The answer, I repeat, is no. 

Mr. Curtis. The reason, of course, would be that this is a tough 
job to do this negotiating, and I can see that, but from the standpoint 
of the economic interests in this country, how can they be certain, as 
some of them have put it, that they aren’t sold down the river in 
ignorance, and I emphasize “in ignorance”’? 

I can see where we might actually intentionally go ahead and do 
something that was going to hurt one aspect of our economy because 
of other considerations, but certainly we would never want to to it in 
ignorance. 

What procedures do we have that assure that some industry or 
some group might not have its interest negotiated away simply 
because the negotiators didn’t know about it? 

Mr. Vernon. You pose an interesting procedural dilemma. Let’s 
review it and see where it gets us. You expressed, I thought, some 
sympathy with the fact that when you are negotiating for the pur- 
chase of a horse, the best thing in the world that your opponent wants 
to know is what price you will pay. 

This question of price has to be kept from him. Then the next 
question is how can industry in the United States know that its 
whole case has been (a) put; and (b) understood. I think the answer 
to that is—the only fair answer—that when they have received notice 
of any issue which affects them, there is an obligation on them, and 
an obligation created not by these negotiators, but by the Trade 
Agreements Act, in effect, to put the clearest possible case to the 
machinery in government set up for this negotiation and make sure 
it is perfectly understood. 

Let me tell you they don’t miss an opportunity to do this. 

Mr. Curtis. I regret to say that apparently they do, and in some 
of the specific cases, apparently they were unaware that there was 
an issue that affected them, and no one notified them that that was 
the case, and I can appreciate why it would be. 

I don’t believe we are dealing with people of ill motives in this thing. 
I think we are dealing with questions of procedure where men of the 
best intentions could go ahead and actually do something in an agree- 
ment that would vitally affect one of our industries, not realizing that 
it did. That is why it seems to me so important to recognize that 
Congress, by the Constitution, was given this basic power to regulate 
foreign trade and that in delegating its authority in this area, it is 
necessary for it to preserve some sort of forum, such as Congress, 
itself, is, whereby these various affected groups can get in their point 
of view so that that information is available. 

Mr. Vernon. May I respectfully suggest one thing, Mr. Curtis? 

Mr. Curtis. Yes. 

Mr. Vernon. Isn’t that a problem which is primarily a problem 
in connection with the Trade Agreements Act, rather than H. R. 5550? 

Mr. Curtis. Oh, certainly. Well, let’s stop there. I can express 
one opinion. Up to date, the opinions I have expressed have been 
tentative opinions. This one I will express: I don’t understand this 
business of coming before us and asking us to okay OTC and at the 
same time saying that we are not really okaying GATT, because, of 
course, we are, if we are acting intelligently. 

We have to know what GATT is and that is why I am digging into 
GATT, because if I am going to put policemen over an organization, 
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I want to know what the jurisdiction of that group is and where they 
can act, and [ also want to know the ccumlonde under which they 
act, because we are going to strengthen its hand; aren’t we? 

Mr. Vernon. May I interrupt again with a distinction? 

Mr. Curtis. Yes. 

Mr. Vernon. I think the interest that is being manifested in the 
GATT is splendid from every point of view, and I can only wish that 
it had been done earlier in the history of discussions of the Trade 
Agreements Act. 

Mr. Curtis. I agree with that, and if Congress had been presented 
with 

Mr. Vernon. Just amoment. 

Mr. Curtis. Yes. 

Mr. Vernon. Basically, I think the concern which you express is a 
concern with the internal procedures of the United States in determin- 
ing what position to take in the negotiation. 

Mr. Curtis. That is right. 

Mr. Vernon. That could be improved or modified, made better or 
made worse. The question is what it does after it decides what is in 
the interest of the United States todo. Whether it proceeds in multi- 
lateral groups, in formal groups, or informal groups, or bilateral groups 
is a question, I think, which is separable, and I think that is what is 
really before you. 

Mr. Curtis. I don’t agree with you. I happen to agree with your 
position that multilateral agreements are the basis on which to pro- 
ceed. I think if you happen to adopt any formula, if you are intelli- 
gent, you are going to set up something like OTC or a group to enforce 
it. 

I couldn’t agree more, but it comes back to why are we at this point 
in this country where great interests, and they are by no means iso- 
lationists in their point of view, who have interests abroad have come 
in and said they felt that they have been sold down the river in these 
negotiations? 

Why have you heard the complaints? And much is in the form of 
an epithet, but I think we can look behind epithets to see what the 
real reason is for them. 

I suggest that it is because they haven’t had this procedure that 
this has come about, and I don’t think that there necessarily is any- 
thing sinister in the State Department at all. I think that a lot of 
things can happen, though, when people don‘t get information or you 
don’t have the channels set up whereby that information can come to 
them readily, and there I am simply at a tentative conclusion. 

Maybe these channels are good, but that is the area I want to ex- 
amine and be certain, because I suspect that that is the area that has 
caused us our sickness, and I think we have a sickness in this country 
on this issue. 

Mr. Vernon. All I can say is more power to you in your examina- 
tion, but I would assert again that really, basically this is an issue which 
relates to internal United States procedures and it is separable from 
the question of what one does after one has decided on the basis of 
adequate procedures what the United States position ought to be. 

The question of how it should be negotiated once we know what it 
ought to be is the issue before you in H. R. 5550. 
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Mr. Curtis. If l agreed with you on that, I would have no difficulty. 
I agree that if we once properly determine what is the United States 
proper interest and the various conflicting economic interests have 
been able to gear in their point of view, then I can go along with pro- 
cedures of this nature, and in fact, I would not only go along with them; 
[ would affirmatively try to promote them, but I am not going to go 
ahead and strengthen an organization unless I am sure that it, itself, 
is on a firm substantial basis. It would create more trouble and more 
havoc if it, itself, is not set up correctly, and I should think you would 
agree With me on that. 

Mr. Vernon. In agreeing with you, I don’t agree that the issue 
involved here is the aleanel procedures of the United States. 

Mr. Curtis. That is all, Mr. Chairman. 

The Cuarrman. We thank you for your appearance and the in- 
formation given the committee. 

The next witness is Prof. Roy Blough. Mr. Blough, we remember 
you very pleasantly, having worked with you for years, but please 
follow the usual custom and give your name, address, and the capacity 
in which you appear, for the record. 


STATEMENT OF ROY BLOUGH, PROFESSOR OF INTERNATIONAL 
BUSINESS, COLUMBIA UNIVERSITY, NEW YORK, N, Y. 


Mr. Biovexr. Thank you, Mr. Chairman. 

My name is Roy Blough. I am professor of international business 
in the Graduate School of Business, Columbia University, in the city 
of New York. 

I do appreciate the opportunity of appearing on this bill before 
this committee, because I remember with pleasure my long association 
with the committee when I was on the staff of the Treasury Department. 

It may be of interest to the committee that more recently | was for 
2 years a member of President Truman’s Council of Economic Ad- 
visers, and for 3 years director of the Department of Economic 
Affairs of the United Nations. 

I am appearing here today in a purely personal capacity. I have a 
statement which I think you have copies of, and with your permission 
| would like to read it. 

The CHarrmMan. Without objection, you may proceed, without 
interruption. 

Mr. Broven. Mr. Chairman, it is my considered belief that the 
bill CH. R. 5550) to which these hearings are being devoted is in the 
best interests of the people of the United States and should become 
law. Passage of this bill is needed to support and implement our 
traditional policy of promoting nondiscriminatory trade throughout 
the free world. The ‘Dill does not make any change in that policy, 
which, may I say, impresses me as being eminently sound for our 
country on both economic grounds and national security grounds, in 
view of our stage of economic development, our creditor position, 
our increasing dependence on other countries for vital materials. our 
need for economically strong and politically stable friendly nations, 
and our inescapable responsibilities of world leadership. 

My specific reasons for believing this country should join the 
proposed Organization for Trade Cooperation may be grouped under 
four points. First, joining the Organization for Trade Cooperation 
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(OTC) is a logical step in the development of the foreign-trade policy 
of the United States. Second, there is no foundation for the fears that 
some witnesses have expressed regarding the consequences of joining 
the OTC. Third, experience has demonstrated the need for the OTC. 
Fourth, failure to join the OTC would subject the free world to the 
risk of serious deterioration in international economic relations. [ 
would like to elaborate these four points briefly. 

First, joining the OTC is a logical step in the development of the 
foreign trade policy of the United States: 

The trade policies of the United States and the methods adopted 
to implement those policies have evolved out of long experience. 
The policy of unconditional most-favored-nation application of 
tariffs, for example, dates back to the provisions of the Fordney- 
McCumber Tariff Act of 1922, and to 1923, when President Harding 
approved the inclusion of the unconditional most-favored-nation 
clause in commercial treaties, and Secretary of State Hughes an- 
nounced it as a new policy. 

The experience of Congress with the Tariff Act of 1930 was so un- 
happy as to convince most Members of Congress that attempting to 
make revisions in the thousands of tariff rates by congressional action 
would open a Pandora’s box of lobbying pressures far exceeding 
those involved in other kinds of legislation and making life for Mem- 
bers of Congress almost unbearable. This experience, together with 
the desire to secure tariff concessions from other countries in exchange 
for the reductions that we wished to make in our own tariffs, was the 
background for the Reciprocal Trade Agreements Act of 1934. That 
act has been extended by Congress on 10 different occasions since its 
original passage. Between 1934 and 1945 trade agreements were 
negotiated with 29 countries. 

In 1947 under the authority of the Trade Agreement Extension 
Act of 1945, the United States negotiated simultaneously with 21 
countries. The agreement that was reached is known as the General 
Agreement on Tariffs and Trade, GATT. The reasons for using the 
method of simultaneous negotiation were a product of experience. It 
had become clear that the United States can achieve larger and more 
secure concessions from other countries in exchange for our own tariff 
concessions when the negotiations are carried on simultaneously in 
one place than when there is a succession of negotiations with different 
countries at different times and places. 

Moreover, the breakdown of the multilateral trading system that 
had plagued the world in the 1930’s had become complete during the 
war. It was clear that only through a general agreement on a code of 
fair practice and nondiscrimination would it be possible to make sub- 
stantial progress toward a freer and more multilateral trading system. 
The negotiation of the General Agreement on Tariffs and Trade was 
a significant achievement by the United States, for the agreement 
represented a major step toward securing worldwide acceptance of the 
trading policies which the United States had been endeavoring to 
promote for many years. 

The proposed Organization for Trade Cooperation is designed to 
provide a more effective administration for the General Agreement 
on Tariffs and Trade. It is a valuable step in promoting worldwide 
acceptance and application of policies which have been advocated by 
the United States Government under both Democratic and Republican 
administrations. 
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Second, there is no foundation for the fears that some witnesses 
have expressed regarding the consequences of joining the Organization 
for Trade Cooperation. I have not heard all of these so I cannot speak 
to all of them. 

Certain fears have been expressed that joining the Organization for 
Trade Cooperation would somehow do violence to our governmental 
system. In my opinion these fears are entirely groundless. It has 
been argued that joining the OTC would constitute a surrender of 
sovereignty by this country. This argument is incomprehensible to 
me. Under the provisions of the agreement for the OTC any member 
country can quite legally cancel its membership by withdrawing from 
the General Agreement on Tariffs and Trade, which it can do at any 
time on 6 months’ written notice. The OTC has no power to change 
tariff rates or the trade rules agreed to in the General Agreement on 
Tariffs and Trade. The OTC agreement specifically states in article 
3 (d): 

The Organization shall have no authority to amend the provisions of the general 
agreement; no decision or other action of the assembly or any subsidiary body of 
the Organization shall have the effect of imposing on a member any new obligation 
which the member has not specifically agreed to undertake. 

Language could not be more definite than this. 

It has been urged that joining the OTC would expand the authority 
of the executive branch of the Government and reduce the authority 
of the Congress. This seems clearly not to be the case. The tariff 
rates would continue as at present to be negotiated as executive 
agreements and Congress is always in a position to pass legislation 
overriding an executive agreement. There would be no change in 
this respect from the present situation or that which existed at the 
time of the earlier bilateral agreements. 

It has been argued that the OTC is an attempt to revive the Inter- 
national Trade Organization. The slender reed on which this argu- 
ment rests is that if the International Trade Organization had come 
into being, the administration of the GATT would have been one of 
its functions. It will be recalled, however, that the ITO charter as 
finally negotiated would have given the ITO many other responsibil- 
ities, many of them highly controversial. Thus the ITO would have 
had jurisdiction over the negotiation of commodity agreements. It 
would have had jurisdiction with respect to cartels and international 
restrictive business practices. Unfair labor standards and _ full 
employment policies would also have been within its scope. 

The wording of agreement on the OTC, on the other hand, is very 
restrictive and would exclude all of these matters from the jurisdiction 
of the OTC. There is no basis for concluding that joining the OTC is 
a method of bringing the ITO in through the back door. 

Third, experience has demonstrated the need for the OTC. 

While waiting for the ITO to be launched the contracting parties 
administered the general agreement at their annual sessions and 
through the continuing work of a very small staff. When the over- 
loaded ITO ship sank in 1950 no additional provision was made for 
administering the general agreement. Under the present procedure 
considerable delays are often necessary in dealing with newly imposed 
restrictions, settling disputes and resolving questions of interpretation 
of provisions of the agreement. 
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Moreover, it has been relatively difficult to coordinate the GATT 
rules relating to trade restrictions and the rules relating to exchange 
controls which are administered by the International Monetary Fund. 
lo meet these problems in an effective fashion requires an oiganiza- 
tion. It would be convenient also to have the OTC in order to 
facilitate intergovernmental consultations on trade questions, to 
sponsor international trade negotiations, and to analyze and publish 
information on international trade. 

It is a depressing paradox that although the radio and the airplane 
have greatly shrunk the natural obstacles to economic intercourse 
among nations, international trade is less well organized and more 
chaotic than it was a half century ago. As compared with that time, 
goods move less freely in international trade, national currencies are 
less readily interchangeable, private foreign investment is subject to 
greater risks, and the specialization of different countries in different 
types of products has diminished and is in a state of flux. 

_ The disruption accompanying and caused by two World wars, the 
rise of economic nationalism in less developed countries along with 
the emergence of former colonies as new national states, and the 
spread of imperialistic communism have so changed the economic 
world that a return to the order of a half century ago is quite im- 
possible. 

Greater freedom and order in international trade would be valuable 
for all countries and vital for the many countries that must rely 
heavily on trade. The dangers that can arise from a breakdown in 
the trade structure are indicated by the collapse of the international 
economic structure in the 1930’s when the payments system broke 
down, national currencies became inconvertible, new trade restrictions 
led to retaliatory restrictions, bilateral trade arrangements sprang up, 
and international trade fell drastically. The length and severity of 
the depression of the 1930’s may be attributed in considerable degree 
to this collapse of international economic relations, which was also a 
major factor leading to World War II. 

At the end of World War II, trade of the world was in a shambles 
and countries were forced to rely on bilateral trade arrangements 
that held trade to a trickle. Import restriction and exchange controls 
were applied almost everywhere and often in a discriminatory manner. 
In the postwar period there has been a great deal of progress in the 
restoration of multilateral trade, the reduction of import restrictions 
and exchange controls, and the increasing interchangeability of na- 
tional currencies in financing international trade. 

The operation of the General Agreement on Tariffs and Trade has 
played an important role in this progress. The present situation is 
by no means satisfactory and much remains to be done. The estab- 
lishment of the Organization for Trade Cooperation would be a 
significant step in the right direction. 

Fourth, failure to join the OTC would subject the free world to the 
risk of serious deterioration in international economic relations: 

It is sometimes urged that failure of the United States to become a 
member of the OTC would simply leave the situation as it was before 
the negotiation of the OTC agreement 1 year ago. I do not share 
this belief. The statement of President Eisenhower, in his message 
to Congress on April 14, 1955, in which he called attention to the 
unfortunate results that would follow failure on the part of the United 
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States to assume membership in the OTC seems entirely justified. 
It is significant also that at the tenth session of the contracting parties 
held in Geneva last fall, comments were made indicating the fear of 
other countries that the failure of the United States to become a 
member of the OTC would be damaging to the authority and effective- 
ness of the GATT and would encourage those who prefer regional or 
bilateral trading arrangements to the global system of trade regulations 
embodied in the GATT. 

There is good reason to believe that such dangers are real and not 
imaginary. For one thing, the trade restrictions, often discriminatory 
in character, which are sometimes employed by less developed coun- 
tries in their efforts to speed up the rate of their industrialization could 
become increasingly disrupting to the international market. 

For another thing, the pressures of competition among major in- 
dustrial countries for international markets are bound to be intensified 
as Germany and Japan as well as other countries increasingly enlarge 
their production for such markets. These and other factors will be 
very difficult to deal with, even given an effectively administered and 
strongly supported General Agreement on Tariffs and Trade. Any 
lessening of the prestige of the general agreement may well lead to a 
serious retrogression in trade practices, retaliatory measures, a decline 
in world trade and greater pressures to sell to the Soviet bloc. Such 
developments could have serious consequences indeed, for the economic 
and political stability of the free world, and for our national security 

Thank you, Mr. Chairman. 

The CHAIRMAN. Does that complete your statement, Mr. Blough? 

Mr. Bioveu. Yes, it does. 

The CuArRMAN. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Smpson. Mr. Blough, I am pleased to welcome you back to 
the committee again. I have only a couple of questions. 

The first one is this: Under the Reciprocal Trade Legislation is 
found the authority under which GATT was created; is that not so? 

Mr. Biovuen. Yes, I think so; yes, sir. 

Mr. Simpson. In respect to that authority, by which it is claimed 
GATT can be created, does that not include authority to administer 
GATT? 

Mr. Buoveu. I think that GATT has been administered, but GATT 
has been administered by the same process by which it was negoti- 
ated, namely, by all the countries getting together in annual confer- 
ences, and just as a bilateral agreement is administered by the two 
countries, so here a multilateral agreement is administered by the 
countries, but it would be stretching the authority pretty far to suggest 
that an international organization could be set up which would have 
administrative powers, without definite action on the part of the 
Congress, authorizing this Government to join it. At any rate, my 
own feeling is that whether or not the authority exists, it is very sound 
public policy, when an organization of this character is to be estab- 
lished, to go to the Congress and get the Congress’s endorsement of 
the organization. 

Mr. Smupson. I am afraid we are talking about two different things. 

Mr. Bioveu. | am sorry, sir. 
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Mr. Simpson. I am trying to find out whether there is authority in 
the reciprocal trade agreement program, to administer GATT. Do 
vou suggest there is or is not? 

Mr. Buiover. I think GATT is being administered. 

Mr. Stupson. Do you need more authority to administer GATT 
properly? 

Mr. Bioven. | think more authority is needed to administer GATT 
in the way in which GATT needs to be administered, if it is to be most 
effective. 

Mr. Stmpson. And what authority is needed, and where is it found 
in this bill, H. R. 5550? +That is what I want to know now. 

Mr. Bioven. H. R. 5550 authorizes the President to join the Organ- 
ization for Trade Cooperation, accepting the agreement which was 
negotiated in Geneva about a year ago and completed almost exactly 
a year ago. 

Mr. Stmpson. Is there no new authority included in the bill, either 
to the President or to the executive branch? Is there no new author- 
itv other than the mere right to join the organization? 

Mr. Biovau, Also there is an authorization for funds to be appro- 
priated for our share in the costs. That is the way I read the bill. 

Mr. Stmpson. You mean that we do not have that authority with- 
out it? 

I have just one more question, Mr. Chairman. 

The Cnarrman. Certainly. 

Mr. Simpson. If I may go back just a moment, you say that H. R. 
5550 does include some new authority which the executive branch 
does not. have today? 

Mr. Buioven. It includes the authority to accept the agreement to 
join the Organization for Trade Cooperation, which the executive 
branch at least would seem to feel it does not have today. 

Mr. Srmpson. Yes. And do I understand correctly that we 
cannot administer GATT without joining OTC, and cannot administer 
it properly? 

Mr. Buoveu. I think that GATT cannot be administered properly 
without some organizational structure which is not now present. 

Mr. Stmpson. Therefore, the only thing we are really considering, 
then, in your opinion, is whether to join an organization called OTC? 

Mr. Buovex. That is right 

Mr. Simpson. Not the administration of GATT, because we are 
giving no new authority? 

Mr. Buiovenr. That is my understanding of it. We are giving 
authority to accept an agreement, and in that agreement, of course, 
countries do agree to join this organization and to abide by certain 
rules of the organization, and so on. 

Mr. Stupson. I think we have authority today to do that, and you 
do not say that we do not have that authority? 

Mr. Bioven. I am not prepared to say that we do not have it, but 
my own feeling is that it is sound public policy to ask the Congress 
for its approval. 

Mr. Stmpson. Suppose Congress does not give its approval? 

Mr. Bioveu. Then, as I suggested, the GATT can go on as it has 
been, but in my opinion GATT will not go on as it has been, because 
the discouragement which this will bring to the United States in its 
participation in GATT, and to other countries in their participation 
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in GATT, and to the secretariat of GATT, will really be quite pro- 
found. 

Mr. Simpson. Do you consider the approval of this bill as equiva- 
lent to an endorsement of GATT? 

Mr. Bioven. I do not consider it an endorsement of the specific 
provisions of the General Agreement on Tariffs and Trade. It seems 
to me that approval of this bill would constitute a recognition on the 
part of Congress that the negotiation of the general agreement as an 
appropriate exercise of presidential authority, but in my opinion, the 
six times in which Congress has extended the Trade Agreements Act, 
after the negotiation of the general agreement, already shows suc ‘h 
recognition. Even though the Congress said that the extension “shall 
not be construed to * * * indicate * * * approval or disapproval,”’ 
you do not extend a power six times without being reasonably satisfied 
that it is not being used improperly, since otherwise, you would not 
extend it. 

Mr. Stupson. That is a strange philosophy. Congress said in so 
many words, ‘‘We do not endorse it nor do we disapprove it’’, and you 
tell me it is really an approval. 

Mr. Bioven. Suppose you give your child an allowance and he 
goes out and spends the money in a certain way. If you tell him you 
don’t know whether or not you like the way he is spending it, but you 
keep on giving him the allowance time after time, he surely would be 
justified 1 in assuming that you do not disapprove. 

Mr. Simpson. Would you object to putting that caveat in this bill? 

Mr. Brovenu. That caveat? 

Mr. Simpson. Would you object to putting a provision in this bill, 
that approval of H. R. 5550 is neither an endorsement nor a rejection 
of GATT? 

Mr. Bioveu. I think this would further confuse an already anoma- 
lous situation, and I certainly would not like to see it in this bill. 

Mr. Stwpson. Thank vou, sir. That is all. 

The Cuarrman. Mr. Kean of New Jersey will inquire. 

Mr. Kean. Professor, some opponents of this legislation have been 
opposing it for the following reason, which I would rather like your 
comments on: 

In the first place, they say that if we pass OTC we are in effect 
approving our participation in GATT, and with the limitations that 

vou mentioned just now, I agree that weare. GATT can be amended, 
they say, by a vote of two-thirds of the members, according to se ction 
30, and the only recourse that the United States would have if the 
members of GATT would do something that we do not like, is to get 
out of GATT. 

They also say that this would be something which would probably 
not be done in ordinary cases, as it would have to be an awfully bad 
amendment to make the United States take such a radical step, 
because otherwise it would upset everything that we had been nego- 
tiating for years, and working on. Therefore, they feel that the State 
Department w ould swallow a lot of amendments which might not be 
to the best interests of the United States, in order to preserve the 
whole. 

Do you see any danger in something like that happening? 

Mr. Buioven. I think the danger is so minimal as to be just one of 
the ordinary risks of life. 
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Mr. Kean. Why? 

Mr. Buioveu. To begin with, GATT cannot, by a two-thirds vote, 
make any change in our tariff rates or anything of that character. 

Mr. Kean. That is right; they cannot make tariff rates. 

Mr. Bioveu. In the second place, in the case of regulations, with, 
may I say, the one exception of the Agricultural program, our force 
and influence has always been cast on the side of less rather than 
more restriction of trade. 

The GATT might, of course, accept additional restrictions which 
we did not like, but those would add to our freedom of action and 
not deprive us of any freedom we now have to act as we see fit. 

The only place I can see where changes could be of any embarrass- 
ment to us would be in case the rules with respect to quotas on agri- 
cultural imports were changed adversely to us. I do not think that 
is very likely to happen, not only because of the prominence of the 
United States as a world power and as a great trading nation, but 
also because agriculture happens to be, if I may call it so, a sacred 
cow in a great many countries. We are not the only country that is 
interested in maintaining special provisions with respect to agriculture. 

I think it quite unlikely that anything of this kind would take place. 

Then I must say this: there are some risks that just have to be 
run in this world. I tried to point out that trade is not organized in 
the fashion it was when the British Empire had things pretty well 
under control and when the gold standard was operating in a fairly 
acceptable manner, and when the British free trade policy was pretty 
much a pattern for most countries, although the United States, of 
course, was seeking to promote its economic development through 
protective tariffs much of that time. 

We now have what is more truly a world of sovereign powers, in 
which a big power cannot shove a little power around nearly as much 
as used to be the case. Many of these little powers have very vital 
natural resources to which we must have access in order to continue 
our growth, and for our national security. 

Somehow or other in this world of 80 or so independent sovereign 
nations, some kind of international harmony and agreement must be 
worked out if we as a country are not to be placed at a great dis- 
advantage. So we are obliged, I think, to recognize that it would be 
in our interests in some cases to accept things we did not like in the 
interest of overall harmony and agreement in trade matters. 

Mr. Kean. I do not think that the fears that these people are 
arousing in some of the business people’s minds are so much against 
something like the agricultural provision, but that some of the things 
that were in that Havana charter of ITO might get put back. They 
might get put back by a two-third vote in GATT. 

Mr. Buioven. I do not see how this possibly could happen. 

Mr. Kran. Why not? 

Mr. Buioven. I do not see anything in the GATT agreement which 
gives it any jurisdiction in this area at all, and, so far as OTC is con- 
cerned, the language is very restrictive. 

Mr. Kean. It would not have anything to do with OTC. I am 
talking about GATT. I feel that the real question that we have up 
before us is GATT today, not OTC. I will say that I think I am 
getting very sympathetic with what GATT has been doing, and the 
more I study it, the more I think GATT is a good thing, but I want to 
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assure myself of these things, that a lot of my constituents show fear of. 
They show fear of the fact that the GATT may take upon itself certain 
functions like the ones that were in the ITO that they do not want 
GATT to assume. I fear that there is no way to stop it. 

Mr. Biovuanu. According to my understanding of the way GATT 
works, its jurisdiction, and what the countries have agreed to, it would 
not be possible for GATT to extend itself out into these other areas, 
whieh do not have anything to do with tariffs, and other restrictions 
on trade, without unanimous eement of the contracting parties. 

Mr. Kean. Of course I have aware felt that some of the arguments 
by the opponents of the bill were very logical in the fact that they have 
been talking about the fact that one of the troubles with this whole 
situation is the fact that where we have made an agreement, people 
abroad have not kept it, and that they had put on the various quotas 
and various things, while GATT is just the thing that is trying to 
eliminate those quotas, so it seems to me they are going in two different 
directions at the same time, in their opposition. That is the way it 
strikes me. 

However, here is something that I am not quite satisfied with. I 
notice that in the amendment to section 30 they have sort of an addi- 
tional clause there that they evidently stuck in, saying that the organi- 
zation may agree that if someone does not want to go along with one of 
those provisions, he may still agree to remain in the organization, 
which is a funny clause. 

Section 2 (a) says: 

The Organization may decide that any amendment made effective under para- 
graph 1 (d) of this article is of such a nature that any contracting party which has 
not accepted it within a period specified by the Organization, shall be free to 
withdraw from this agreement or to remain a contracting party with the consent 
of the Organization. 
that is a sort of an escape clause, if they want you to escape. It isa 
funny one. I think it is recognizing somewhat the fact that they 
might pass something that the United States did not want and yet 
they would want the United States to stay in and they would give them 
this leeway that the United States would not play ball while the others 
would. 

Mr. Buioveu. | would not so interpret that passage. My distinct 
impression from studies of the GATT and converations about it with 
the people who are closest to it, is that there are adequate protections 
to us against the kind of thing vou are worried about. 

As I understand it, our negotiators who went to the review confer- 
ence @ year ago were instructed to be very careful, and were very 
careful, to make sure that nothing that was done there extended in 
any way the operations of the GATT or the OTC into the areas which 
you have mentioned. 

Mr. Kean. That is all. 

The CuatrMan. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I am very happy to see you here, and I think your 
paper has added considerably to our considerations. 

Incidentally, I do want to concur in your metaphor, if I may call 
it that, of whether the Congress has approved GATT by extending 
the Reciprocal Trade Acts; I am inclined to agree with your inter- 
pretation, and I think if all the child wants is just to be able to spend 
the money he is going to continue to not care how many caveats are 
put in the thing, if he can continue to do that. 
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Incidentally, that is the reason. I have made a rather positive state- 
ment, as far as my own views are concerned, that what we are really 
doing here in OTC—and we have to if we are acting intelligently— 
is looking over GATT, because we will be approving not the details 
of all the agreements that have been entered into, but certainly the 
machinery and the techniques that we have employed. 

The second comment I wanted to make is that I certainly appre- 
ciated your analysis of the complexities of foreign trade, along with 
its history, and in your presentation I can see an area where the 
statement that Mr. Mason made—which you may have heard—that 
we have had an increase in trade barriers, rather than a decrease since 
the reciprocal trade formulae, would still coincide with Mr. Vernon’s 
statement that GATT could claim a lot of credit for eliminating re- 
strictions. 

I think there are more trade barriers today than there were when 
we first went into reciprocal trades, but the reasons for them, the 
sovereignties, that you suggest, of other nations, and a lot of the 
other complexities, are why we have had the increase. 

I am not sure whether GATT has helped or hindered in the process 
of trying to keep them at a minimum. You would suggest, of course, 
I know, that it has helped to keep them down. 

Would you agree with me, though, that possibly your presentation 
might be the answer which would reconcile the two apparently diver- 
gent views of Mr. Mason and Mr. Vernon? 

Mr. Buoveu. I think that is quite possible. I think there may 
have been some unintended use of “since GATT came into effect.” 
That, of course, was January 1, 1948. 

Mr. Curtis. That is right. 

Mr. Buoveu. I do not think there can be the slightest question— 
and I had occasion to go into this at some length when I was with 
the United Nations—that trade restrictions have been very substan- 
tially diminished since GATT went into effect, and I personally do 
not think there is any question that GATT has had a great deal to do 
with their diminution. 

I would point out that after World War I, we had a movement, 
even in the 1920’s in the direction of higher and higher trade barriers, 
and that has not happened since World War II. 

Mr. Curtis. Those are the areas, I would think, where there 
could be some real scholarship exercised to bring the real situation 
out into the open, rather than just make a lot of generalities. It 
ought to be able to be proved one way or another, as I see it. This 
is the kind of area that we could define further. 

Of course, I will say this: that the reciprocal-trade formula first 
started in June of 1934, and we continued on the course that you 
suggested, of getting into World War II, and as you stated our trade 
problems lay at the base of some of the reasons why World War II 
came about, so I do not think there is any panacea in this area of 
how to handle world trade. I think from your presentation of the 
complexities of it, you would agree that the best thing we can do is 
probably set up good machinery and procedures whereby we can try 
to cope with some of these problems. 

Mr. Buiovau. As I tried to point out in my main statement, I 
agree with that. I do not see GATT as a panacea. I think there is 
a lot of trouble ahead, at least difficulty ahead, with respect to world 
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trade, and especially so if the levels of business activity and employ- 
ment were to fall. We cannot have panaceas in this world, I am 
afraid, but we ought to do the best we can. 

Mr. Curtis. I happen to feel the area that this committee is study- 
ing right now is going to have more implications on whether we 
preserve peace in the next few years than anything I can think of. 
It is for that reason that I do not hesitate to take the committee’s 
time to go into this fully. Again, it seems to me, that the area where 
we can help in meeting the problems that foreign trade present to us 
is in the area of setting up good procedures. 

I was intrigued—I had not really known the vote on reciprocal 
trade had gone from around 18, a very minimum amount, to what we 
just had recently, last year, of some 203 Congressmen voting against 
it. I think those who are in favor of this method of dealing with 
our foreign-trade problems ought to take warning by it, and, as I am 
trying to do, examine into the causes of why that has happened. 

We have Congressmen on this committee who started out very 
strongly in favor of reciprocal trade formulas, and GATT, who now 
are opposed to them, and I find the same thing is true in the Congress. 

I have suggested that the area where we have been weak is in this 
machinery which deals with our own people. 

The statement has been made that the State Department does the 
negotiating but is unfamiliar with the economics that exist in our 
country, and Congress has not set up any machinery to see that 
economic information is acquired except as far as tariffs are con- 
cerned—and we all agree that tariffs today are just one aspect of 
trade barriers, and some people even say one of the smaller items of 
trade barriers today. We do have some good procedures set up for 
tariffs, whereby our various economic interests can get their points 
of view across. But Congress has not set up any procedure in these 
other areas that involve the economics of other trade barriers, and 
the executive department has only set up a rather—as I term it- 
incomplete setup of procedures, the Committee on Reciprocity Infor- 
mation and the Trade Agreements Committee, but there is a hiatus 
between them and our board of negotiators. So we can have a situ- 
ation, as Mr. Vernon’s paper pointed out, where we can have Con- 
gress passing a concession affecting the dairy industry in this country 
and immediately the Netherlands ‘takes a crack at out wheat-growing 
industry, which can happen, and the implications of just such a thing 
are quite clear. 

Our trade negotiators could do the same thing, could concede for 
the benefit of one of our economic groups at the sacrifice of another, 
and, in many instances do it with no intention of doing it, just 
because they do not have the information. 

So, the area that I have been trying to examine, is the procedures 
where the economic interests in this country can bring forth the infor- 
mation and the data that is necessary and should be in the hands of 
our negotiators, if they are going to negotiate. 

Mr. Buoven. Mr. C urtis, I certainly would support your view that 
our negotiators should be as completely informed as possible about 
the probable economic effects of their negotiations. As to what 
machinery is needed, that is another question. 

I would point out, though, that insofar as other kinds of trade bar- 
tiers than tariffs are "concerned, I do not believe our negotiators have 
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ever retaliated—and I doubt whether they are empowered to retali- 
ate—against import restrictions of other countries with an import 
restriction imposed by the United States. 

Mr. Curtis. No; I do not think so either. 

Mr. Buoven. I think that the power to impose direct restrictions 
on imports ought to be exercised, if at all, only by Congress. Import 
restrictions are such an interference with private enterprise and the 
competitive system, and raise such problems of favoritism, and even 
corruption, and of unearned profits to favored groups, and so on, 
that I would be most reluctant to have the imposition of quotas 
included in our negotiating procedures. I think it would be most 
unfortunate. 

Insofar as exchange controls are concerned, they are, of course, out- 
side the jurisdiction of the GATT, but the same comment applies. 
We certainly want to have free exchanges, and it would be most un- 
wise for us to use exchange controls as a kind of weapon against 
friendly countries. 

So, to conclude, these other kinds of trade barriers that you are 
talking about, are ‘barriers that, generally speaking, we do not want, 
should not impose, and if in some particular situation they are be- 
lieved to be necessary, it seems to me it should be a matter for 
Congress to deal with, and not a matter for our negotiators. 

Mr. Curtis. I am happy to hear you say that, because that is 
another area of great difficulty, as I see it, that we have not defined 
the jurisdiction of the executive department in delegating these 
authorities, although some claim we have. Yet, as I read the defini- 
tive language, it certainly does not conform to the language that 
GATT has in its claim for jurisdiction. 

The jurisdiction of GATT, for example, refers to tariffs and bar- 
riers to trade, which of course could include most any economic 
aspect, while our language setting forth the powers of the President 
refers to entering into foreign trade agreements, but the preamble 
seems to limit it to tariffs or other import restrictions, so in my 
judgment Congress has not done a very good job of defining the 
Cocoa in the beginning, and that complicates this matter 
further. 

The only remark I would like to make here would be to repeat 
something for your possible observation. 

I suspect the reason there were 203 votes against the reciprocal 
trade the last time in the Congress stems from this rowing difficulty 
that American business, agriculture and labor, have buen experiencing 
in getting their point of view across to our trade negotiators. I think 
that is what it is. I have found the American people pretty reason- 
able in accepting an adverse ruling against their interest if they think 
they have had a full opportunity to present their case and that they 
have not been ignored on the thing. 

I may be wrong, but I think that therein lies the explanation for 
this situation, and if OTC is defeated in the Congress on the floor of 
the House, I suspect it will come in that area too. 

I make that observation, in case you would care to comment on it. 

Mr. Buoueu. You are right here in the Congress, and certainly 
in a better position to judge the reactions than [ am. I would say 
that I think one reason for the growing vote against the trade agree- 
ments program is that the year 1930, when the most recent real tariff 





ORGANIZATION FOR TRADE COOPERATION S01 


mess made life miserable for Congress for months, recedes further 
into history with each passing year. A great many members of 
Congress, | would suppose, are acutely conscious of the tariff pressures 
they feel today but are not aware of, or have forgotten, the pressures 
that developed when Congress tackled the tariff in 1930. Of course, 
most of the present members were not in Congress at that time. , 

I think that that is a very important part of it. . 

Then, the point you made is certainly well taken, although I rather 
doubt that, in general, businesses accept adverse rulings cheerfully. 

Mr. Curtis. I do not mean that, but they do not get the pressures 
that we experience in the Congress, which are so strong that I suggest 
that people who have been traditionally for this program are now 
among its most violent opponents. I have heard them on the floor 
of the House and they are very sincere about it. 

That sort of heat is not generated, as you know, very easily. A 
man who is in politics takes a position that strong and reverses him- 
self only as a result of strong pressures back home, and from the 
industries and economic groups there. They, in turn, I suggest, 
would not ever develop a head of steam like that if they had felt that 
their cases were being considered. You hear the epithet—and I do 
regard it as an epithet—that it is the State Department boys who 
sell us down the river. 

I do not happen to agree that anyone is doing this intentionally, 
but I do think a great deal can happen like that through ignorance. 
So I try to examine into why there might be ignorance in this area, if 
there is, and I come back to examining these procedures, and I find a 
great lack, as I see them, of good procedures in being sure that our 
people can channel their problems and points of view. 

That is all, Mr. Chairman. 

The CuarrMaNn. We thank you, Mr. Blough, for your appearance, 
and the splendid information given the committee. 

The committee will recess until 2 o’clock. 

(Whereupon, at 12:55 p. m. the committee recessed until 2 p. m. of 
the same day.) 





AFTER RECESS 


The CHarRMAN. The committee will be in order. 

The next witness on the calendar is Mr. Morris 8. Rosenthal. 

Come forward, sir. 

We remember you, Mr. Rosenthal, but please give your name, 
address and the capacity in which you appear, for the record. 


STATEMENT OF MORRIS S. ROSENTHAL, PRESIDENT, NATIONAL 
COUNCIL OF AMERICAN IMPORTERS, INC., 45 EAST 17TH ST., 
NEW YORK, N. Y. 


Mr. RosentuaL. My name is Morris 8. Rosenthal, president of the 
National Council of American Importers, 45 East Seventeenth Street, 
New York City. 

Mr. Chairman and other members of the Committee on Ways and 
Means, the National Council of American Importers desires to be 
recorded in support of H. R. 5550, which would authorize participa- 
tion by the United States in the Organization for Trade Cooperation. 
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We have long held the view that an international agency which can 
effectively deal with some of the problems of world trade should be 
established. We believe that United States participation in such an 
organization would really make effective the authority given to the 
President by the Congress. in the Reciprocal Trade Agreements Act. 

When the United Nations was organized, and when the Inter- 
national Bank for Reconstruction and Development and the Inter- 
national Monetary Fund were created as specialized agencies of the 
United Nations, we urged the creation of an international body as an 
affiliated agency of the United Nations to function in the sphere of 
international trade. 

While the bank and the fund have been in being for some years and 
other specialized international agencies have been established to deal 
with other economic subjects, we need to remember that these co- 
operative economic arrangements cannot function to their full ad- 
vantage without an international agency for trade problems. For 
wealth stems from the production and distribution of goods and trade 
policy and trade arrangements are basic to these essential aspects of 
economic life. 

At its start, the GATT was intended as a transitional arrangement 
and, as in the case of all interim organizations, it has at times lacked 
stature and strength. And this was due in no small part to the 
absence of a regular organizational framework which lent an aura of 
impermanence to the GATT. 

Despite these handicaps, it has, in our judgment, done much good. 
The good it has done I think can be said to be of two kinds: 

First, in what the GATT has prevented from happening. Consider 
for a moment the chaos in world trade of the period of the great de- 
pression. That period was characterized by trade and financial war- 
fare when the competitive struggle to save pieces of declining markets 
almost led to a complete destruction of world trade. 

It took the leadership of the United States through the reciprocal 
trade agreements program to bring some order in and to give some 
direction to the conduct of world trade. 

Contrast that situation with the situation immediately following 
World War II. Again there was wide-scale disruption of normal 
economic activities, “there was poverty and there was the inevitable 
tendency to salvage what each country could for itself, of what re- 
mained of world trade. But instead of competitive trade war fare, the 
free nations took the path of trade cooperation. 

That eminent philosopher, George Santayana, once wrote: 


Those who don’t remember history are condemned to repeat it. 


The United States and its allies remembered the history of the 
interwar period. The establishment of the general agreement was a 
recognition of the fact that only through mutual agreement could 
international trade be reconstructed. 

No one country was prepared to take the risk of attempting a 
progressive return to a liberal trading world, but many countries 
working together could. 

When one reflects on the establishment of the GATT in 1947, I 
think one has to admit that it was a remarkable achievement at the 
time. It was a display of American leadership in its finest sense, one 
that all Americans can take heart from. 
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After 8 years, the GATT has proved itself to be a valuable and 
successful experiment. 

We have seen a period of tariff stability and reduction that, given 
the period in which the GATT has been operating, is unparalleled. 
There has been a progressive reduction in nontariff barriers such as 
quotas. More needs to be done and with a stronger GATT arrange- 
ment we can look forward to further progress. 

There have been many successful cases of mediation of trade dis- 
putes between countries that are parties to the GATT and these 
disputes have not been permitted to flare up into economic warfare 
and political bitterness. 

The OTC would make a good thing, a successful operation, better 
and more successful. 

Participation by the United States in a permanent organization such 
as the proposed Organization for Trade Cooperation would give 
evidence to friendly nations and to their peoples that the United 
States has determined upon a permanent course of international 
economic cooperation in the field of trade and of sustained leadership 
in this area of economic life. We can then look forward to the expan- 
sion of international trade and, through it, to the accomplishment of 
an objective that we share in common with all free peoples; the raising 
of standards of living everywhere. 

So much has been said and written by members of the executive 
branch of our Government, by Members of the Congress, as well as by 
leaders of different sectors of our economy as to the importance of 
international trade for our own security and welfare that I think it 
hardly necessary for me to speak on this in detail. 

L would mention that American foreign policy may be said to com- 
prise three fields. separate in some ways and yet bound together. 
There are our political relations with other nations in which we are 

eager both for friendship and stability and growth of democratic 
processes in their political and economic systems. 

Secondly, there are our military alliances. Though military 
strength is essential in the troubled world, our efforts have been and 
surely will continue to be devoted to avoidance of further armed 
conflict. 

‘Two world wars within our generation have been devastating and 
costly to all. 

And thirdly, there are our economic relations, the importance of 
which is surely apparent to all. 

What we do in a practical way as a wealthy and strong people in 
cooperating with others in bettering standards of living will make an 
important contribution to our political objectives and to a lessening 
of the tensions. Peace and democracy cannot be achieved if hunger 
and disease are the continued lot of millions of human beings. 

| have stressed these factors briefly because of our further belief 
tbat international cooperation is essential for the accomplishment of 
our objectives, which are also the objectives of other peoples. 

The Congress and the executive have both recognized and accepted 
these premises in the trade agreements program, in our economic aid 
program, and in our participation in the other international, political, 
and economic organizations of which we are now members. 

The Organization for Trade Cooperation is now needed to make the 
GATT more effective. It would be a fitting supplement to the inter- 
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national agencies that are required for the fulfillment of a trade pro- 
gram in which we have so frequently asserted our belief. 

No one needs to fear that the OTC will hurt us. Indeed, there is 
nothing in the OTC that will reduce our tariffs by one iota. That is 
the prerogative of the President under authority given him by the 
Congress in the Trade Agreements Act, which the President will use, 
as he has in the past, in the best interests of the Nation. 

OTC will, however, advance the work of the GATT in the further 
reduction and elimination of quotas and otber trade barriers that 
grew up during and immediately after the war. 

As the greatest exporting Nation in the world, we can only gain 
from the widening of the export markets for our products. 

OTC will be the administrative mechanism to carry out the provi- 
sions of the GATT. The OTC will give strength and stability and 
an enduring quality to the work that has been done well and advan- 
tageously under the GATT as we have known it. 

Without discussing the details of the provisions of the OTC, I would 
mention the major elements that have done constructive good and 
that can do even more good with the passage of time. 

First, multilateral negotiations for the lessening or elimination of 
restrictive trade barriers are definitely more advantageous than the 
bilateral negotiations of earlier years. Problems pertaining to exports 
and imports cannot well be confined to two nations negotiating with 
each other. 

Trade has always been based on the flow of goods of different mar- 
kets in response to the needs of different nations for raw materials 
and manufactured goods. Greater trade is made possible as more and 
more nations work together in a round robin of concessions that will 
enable them to increase their exports to some and thereby have some 
funds available for the purchase of needed goods from still others. 

The tariff negotiation meetings that have been conducted under the 
auspices of GA’ TT have given proof of the superiority of multilateral 
negotiations as against bilateral. And it must not be overlooked 
that whatever the United States does in these negotiations is predi- 
cated on the standards prescribed by legislative action of the Congress 
and, in the case of other nations, by legislative action or executive 
direction on their part. 

Secondly, disagreements and controversies are inevitable. Within 
the United States, there is no general agreement on political or eco- 
nomic issues. But disagreement is not of itself evil or harmful. It is 
only when disagreements cannot be peacefully and pleasantly resolved 
that they become disruptive and destructive. 

The GATT has been most helpful in resolving disagreements that 
have arisen among its member nations, although, unhappily, much of 
what the GATT has done in this field is little known and has not been 
heralded as it should have been. 

There have been about 25 cases where the United States has suc- 
ceeded in obtaining a lessening of restrictions against our exports. 
Among these, I might cite the withdrawal of the United Kingdom in 
1950-51 of its requirement that Virginia tobacco cigarettes contain 5 
percent oriental tobacco; the change by the United Kingdom in 1951, 
of its arrangements for discriminating against the United States in 
favor of Canada in the purchase of apples, the removal by Cuba of a 
discriminatory tax against lumber and food products. 
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In the fall of 1954, Franee agreed to suspend, and subsequently 
abolished, its 0.4-percent tax on imports and exports; and last year the 
United States Government succeeded in getting Germany to relax its 
restrictions against imports of United States coal. 

I might point out, incidentally, that our coal exports rose from 15 
million tons in 1954 to 35 million tons in 1955. 

And these instances can be multiplied by examples of issues that 
have been resolved between other parties to GATT. 

For example, the assistance in solving the dispute between India 
and Pakistan in their dealings with each other in jute from Pakistan 
to India and coal from India to Pakistan. 

Australia modified its subsidy plan for the manufacture of artificial 
fertilizer when Chile made a complaint to the GATT that the subsidy 
was impairing a tariff concession given Chile on the fertilizer. 

The German sardine tariff which seemed to favor Portuguese type 
sardines was similarly modified upon complaint of Norway. 

The success of GATT in working out these difficulties rests on one 
fact, which is, it seems to me, the clue to the whole agreement. 

That is that the GATT is really no more than a set of mutual under- 
takings with respect to tariffs and related trade matters. Each coun- 
try agrees to these undertakings because of the benefits it receives 
from other countries doing the same. 

There has grown up, therefore, a closely woven fabric of obligations 
made and advantages received that are pretty well balanced for each 
country and therefore for all. 

Each country’s self-interest motivates it to abide by the agreement 
so long as all other countries do likewise. Of course, there is flexibility ; 
flexibility that permits orderly adjustment and change. Changes are 
accepted by the other countries so there is no danger that a competitive 
race could develop which could break down the agreement and leave 
everyone worse off. 

I think we all must admit that the GATT experiment has marked 
real progress in the conduct of international trade. 

It is true, of course, that GATT has not been able to achieve satis- 
factory results in all cases of dispute or in all other questions that it 
deals with. On the whole, its record has been good in persuading 
member nations to abide by certain fair rules of the game of interna- 
tional trade which did not impinge or affect the laws or the sovereignty 
of the member nations against which complaints were made. 

A permanent body, such as OTC, well within the laws and policies 
of its members, can do still more in this direction. 

Thirdly, the provisions of the GATT give recognition to monetary 
imbalances and to the needs of underdeveloped nations for their 
growth and development. 

The provisions of the GATT, which would be administered by the 
OTC, contain certain standards for exceptions to the general rules in 
such situations. As you know, the general agreement was revised 
somewhat last year. 

At the ninth session of the GATT, to which the President appointed 
Representatives Cooper and Simpson as advisers, the provision of 
the GATT relating to the use of trade restrictions to protect an infant 
industry was modified in response to the request of the underdeveloped 
countries. 
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The proposed revisions also provide that the contracting parties 
may review the conditions that at one time might properly have called 
for such exceptions, and which at a later date may be shown to be 
unnecessary. 

Fourth, there are other activities with which the OTC can concern 
itself and which its staff can properly study. Among these is an effort 
by all to cut the red tape of customs regulations and to work toward 
more uniform rules and regulations pertaining to the admission of 
goods of the contracting parties. 

In this way, it will make it easier for exporters and importers to do 
their job of moving goods from places of production to where they are 
needed for industrial consumption or consumer use. 

This does not mean that OTC can impose its views on its members. 
It does mean, however, that sound recommendations can come from 
OTC to member governments for acceptance and enactment by them 
in conformance with their own legislative and administrative proce- 
dures. 

In short, it is our judgment that participation by the United States 
in the OTC is what we commonly call a must. This is not our thought 
alone. 

President Eisenhower has since said on many occasions that enact- 
ment of H. R. 5550 is an integral and vital part of American foreign 
economic policy. 

It is for reasons that I have outlined here that I come before you 
today on behalf of the National Council of American Importers to 
urge that the United States act wisely, in its own self-interest, and at 
the same time demonstrate to others that we are willing to practice 
what we preach through the speedy enactment by Congress of H. R. 
5550. 

The CHairMan. Does that complete your statement, Mr. Rosenthal? 

Mr. Rosenruau. Yes, Mr. Chairman. 

The CuarrMan. We appreciate your appearance and the informa- 
tion given the committee. 

Are there any questions? 

Mr. Simpson of Pennsylvania will inquire? 

Mr. Simpson. Mr. Rosenthal, do you consider the approval of 
H. R. 5550 as equivalent to a congressional endorsement of GATT? 

Mr. Rosentuat. | don’t think that it would constitute an endorse- 
ment of all the detailed provisions of GATT. I think that when the 
Trade Agreements Act has been renewed on different occasions, that a 
renewal of the Trade Agreements Act was an endorsement of the 
GATT to the extent of American participation in multilateral negotia- 
tions in that temporary organization. 

1 think that the OTC would be a further indication that that 
method is a satisfactory method of conducting our trade agreements. 

I do not think that it would necessarily mean that the detailed 
provisions of the GATT had been approved by the Congress. 

Mr. Simpson. All right. 

That is all | have, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

If not, we thank you, sir, for your appearance and the information 
given the committee. 

Mr. Rosentuau. Thank you. 

The CuHatrMAN. The next witness is Mr. O. R. Strackbein. 
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Come forward, please, sir. 

We remember you, but will you give your name, address and the 
capacity in which you appear, for the record? 

You are recognized to proceed with your main statement without 
interruption. 


STATEMENT OF O. R. STRACKBEIN, CHAIRMAN, THE NATIONWIDE 
COMMITTEE OF INDUSTRY, AGRICULTURE AND LABOR ON 
IMPORT-EXPORT POLICY 


Mr. StrrackBeEIN. I am chairman of the Nationwide Committee of 
Industry, Agriculture and Labor on Import-Export Policy. 

Let me just say that this organization consists of nationwide groups 
and organizations in the field of industry, in the field of agriculture, 
and in the field of labor, as the title of the organization indicates. 

The bill before this committee, H. R. 5550, which proposes member- 
ship of the United States in the Organization for Trade Cooperation, 
represents the most crucial tariff and trade legislation since 1934, when 
the trade agreements program was first enacted. 

The proposal confronts the Congress with a crisis in constitutional 
government. The bill represents no mere routine extension of the 
Trade Agreements Act for another 1-, 2-, or 3-year period. It goes to 
the very bottom of the question of nk the Constitution means in 
its enumeration of powers. 

No one can seriously question the power of the Congress to regulate 
the foreign commerce of the United States. That authority is 
bestowed without the least fogginess of terminology upon the Congress 
by the Constitution. The same is true of the power of Congress to 
lay and collect taxes, duties, et cetera. 

For virtually a century and a half these powers of Congress went 
unchallenged, and Congress exercised them generation after generation 
without question or dispute. Nevertheless, unquestioned powers do 
not necessarily preserve themselves. They may be eroded, renounced, 
chipped away, or even stolen by men who ask no questions lest their 
plans be upset. 

Only in recent years, i. e., since 1934, but more specifically since 
October 30, 1947, when the Department of State signed the general 
agreement on tariffs and trade, has a cloud descended upon these 
clear powers of Congress. 

At first the cloud was no larger than a hand, but, true to the old 
saying, it grew in size and cast an ever deepening shadow. 

‘In 1934 the Congress delegated certain authority to the President 
to enter into trade agreements in which tariff rates might be raised or 
lowered as much as 50 percent. 

Out of this narrow delegation of power has grown a tangled skein 
and web of international agreements that, under the management of 
the Department of State, has placed more and more twine into its 
hands to bind the arms of Congress securely behind its back. 

Contrary to all good rules of usage, the State Department used its 
delegated power to cut the Congress, i i. e., the source of the delegated 
power, out of the very exercise of its original authority. 

The fate of the present bill, H. R. 5550, will determine whether such 
a willful and irregular accumulation and diversion of power can succeed 
in our Government. 
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What is at stake? 

Whatever it means to the American people to elect representatives 
and senators to Congress; whatever the meaning of a clear definition 
and separation of the powers to be exercised by the different branches 
of the Government and whatever it may be worth to maintain and 
preserve these principles, is at stake in this bill. 

If the same disregard of the basic disposition of powers, clearly set 
forth in our organic law, is extended to other fields, as well it might be 
if it is condoned in this very important sector, a most deplorable and 
unwise departure will have been made from our accustomed adherence 
to orderly procedure and orderly government. 

his is important only, but to the same extent, as the character of 
our Government is important. There is more at stake here, as I have 
already said, than tariff rates, import quotas, price support programs, 
subsidies, exchange rates and similar aspects of tariff and trade 
legislation. The very meaning of national elections is at stake. 

But let us first trace the peculiar and twisting trail by which the 
State Department arrived at its present position. 

It can be no secret that that Department, that is the Department of 
State, in speaking for the President in his conduct of foreign affairs, 
has sought to gain an ever greater degree of explicit control over all 
aspects ‘of our foreign economic policies. 

Undoubtedly the. Department is greatly tempted on many occasions. 
to bind this country to a particular line of action for a period of time 
running years into the future. This is understandable, and the Con- 
stitution made provision for such agreements in the form of treaties. 

However, the regulation of foreign commerce and the laying and 
collection of duties are powers that the Constitution cut out of the: 
general field of economic policy and bestowed specifically on Congress.. 
This meant that these parts of our foreign economic policy were to be: 
left to that part of our Government that is most responsive to the: 
people and therefore subject to possible change every 2 years. 

The State Department, of course, becomes deeply immersed in the: 
considerations that arise in the shaping of foreign policies and in 
seeking solutions to difficult problems. It is very prove in this 
atmosphere to lose sight of the great body of considerations that 
pertain to the domestic economy. It feels itself growing impatient 
over restraints and seeks more elbow room, more freedom of action so 
that it can better do what it regards as its ‘job. 

Formal treaties may be difficult of negotiation and may draw a 
great deal of attention. Moreover, they take time and worst of all, 
their ratification depends upon a two-thirds vote of the Senate. 

This is all slow and cumbersome procedure. A quicker method, 
and one that can be adopted without arousing so much attention, is 
the international executive agreement. 

It has the advantage of not being mentioned in the Constitution 
and can sometimes be signed and sealed before Congress has awakened 
to what has happened. Also, if the State Department’s action is 
challenged, the agreement may be submitted to both Houses of 
Congress for approval. This form of approval has the advantage of 
requiring only a bare majority vote rather than one of two-thirds. 

In its actions in the field of trade agreements, however, the State 
Department did start out with an indirect grant of power from the 
Congress by way of the President. To be sure, this was no carte 
blanche delegation. It was hedged about as any delegation should be. 
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For ten years the State Department operated under this source of 
power and negotiated 29 bilateral trade agreements. 

However, in 1945, imbued with the alluring prospect of setting up 
one economic world, dedicated to the philosophy of free trade, the 
State Department fell victim to visions that carried it far afield and 
out of bounds. 

The grand vision was that of an international body dedicated, 
under the United Nations, to reshaping and guidance of the world’s 
trade and, particularly, the adaptation of domestic economic policies 
and practices to the prototype or pattern molded by the world 
organization. 

The new concept meant subordination of national interests to the 
greater welfare of the whole, as this latter might be interpreted by the 
economic philosophers of the overriding body. 

Ideas of national sovereignty and self-determination in the field 
of trade were to be discarded as obsolete and merely troublesome. 
They represented nothing better than narrow, local, selfish interests. 

Accordingly, in the year mentioned, that is, in 1945, the State 
Department, working through the newly set up Economie and Social 
Council or ECOSOC, which is a specialized agency of the United 
Nations, succeeded in having a call issued by this UN subsidiary for 
an international conference to consider the Department’s “Proposal 
for the Expansion of World Trade and Employment.” 

The first meeting was held in February 1946. The ‘Proposal for 
the Expansion of World Trade and Employment” was an ambitious 
and far-reaching plan to remold the trade and the economy of the 
world in the image of the free-trade philosophy through the mechanics 
of untrammeled world economic planning. 

One thing was remarkable about this procedure, considering the 
field in which it was laid and the probable questions of authority that 
must inevitably arise. This was that Congress was carefully left out 
of the planning and execution of the proposal. 

This of itself was a tip-off reflecting the State Department sentiment 
that the Department rather than Congress should take charge of the 
new direction proposed for our foreign trade policy. 

The proposal prospered and soon emerged in the form of a charter 
for an international trade organization. This went through several 
revisions. 

There was the London Charter, the Geneva Charter and finally the 
Havana Charter. Some 3 years were consumed in the process. The 
charter was signed by the United States and over 50 other nations in 
March 1948 in Havana, Cuba. 

There was adequate time in the interim for the State Department 
to consider how it would undertake to launch this new organization, 
which became known as the ITO. 

It was only under the pressure of long and close questioning of 
State Department officials by the chairman of the Senate Finance 
Committee during a hearing in 1947, held for the express purpose of 
inquiring into the nature of the ITO plan, that the State Department 
agreed to submission of the charter to Congress. 

It was unable to say, however, whether ‘the submission would be 
to the Senate alone as a treaty or to both Houses of Congress, as an 
executive agreement. 

There seems to be some sort of no-man’s-land area in this field, 
unexplored and ummapped. This gives the Department wide dis- 





810 ORGANIZATION FOR TRADE COOPERATION 


cretion to determine all on its own whether an agreement is a treaty 
or merely an executive agreement. 

It was not until 1950 that the ITO Charter, although signed in 
1948, came before Congress. It went to the House Committee on 
Foreign Affairs and the Senate Foreign Relations Committee, not as 
a treaty but as an executive agreement. On what distinction the 
decision rested has not been made clear. 

The Foreign Affairs Committee of the House held hearings in April 
and May 1950. Before indicating the lezislaiive fortunes of the ITO, 
it is necessary as a matier of clear understanding of the sequence of 
events, at this point to digress to pick up the General Agreement on 
Tariffs and Trade, widely referred to as GATT. 

While the ITO Charter was still undergoing revision, in fact, as 
early as the London meeting of the preparatory committee in October 
1946, the plan for a general trade agreement was launched. 

In other words, the plan for GATT was not only hatched concur- 
rently with certain early phases of drafting the ITO Charter, but was 
promoted by the identical international delegates who were engaged 
in the drafting of the ITO Charier. 

It was indeed the London meeting on the ITO that adopted a reso- 
lution titled: 

Procedures for giving effect to certain provisions of the charter of the Interna- 


tional Trade Organization by means of a general agreement on tariffs and trade 
among the members of the preparatory committee— 


that is, the committee that was drafiing the ITO Charter. 
When, in pursuance of that resolution the general agreement Was 
drafted in Geneva, Switzerland, in 1947, it duly adopted a considerable 


part of the language of the ITO Charter. This was a simple matter 
because the same people and same naiions worked on both documents. 

The State Department plan was not to submit GATT, that is the 
General Agreement on Tariffs and Trade, to Congress for ratification ; 
but it recognize! that the ITO Charter would at least be submitted 
for ratification .o their parliaments by other countries. 

On the other hand, if the ITO came into effect, it was to absorb 
GATT. 

A State Department official, testifying before the Senate Fmance 
Committee in 1949 (page 1071, hearings on H. R. 211--Extension on 
Reciprocal Trade Agreements Act) said: 

I will agree with you right now, Senator, that if the ITO Charter is accepted, 


the provisions of the general agreement will be merged with the provisions of 
the ITO. 


In other words, the plan was to allow the ratified ITO to absorb 
the GATT. 

The GATT was completed on October 30, 1947, and went into 
effect January 1, 1948. That was just a little before the ITO Charter 
was signed in Havana, Cuba. It was about 2 or 3 months ahead of 
that time. 

Now we are ready again to pick up the ITO Charter where we left 
off. 

What, indeed, happened to the charter? The State Department 
waited a long time before having it sent to Congress, that is, until 
1950 or 2 years after it was signed in Havana, Cuba. There was 
probably good reason for the hesitance. 
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As it turned out, the charter failed dismally before the House Com- 
mittee on Foreign Affairs. It never came out of the committee and 
later the President withdrew his request for approval from Congress. 
The ITO was dead. Such was the reception of the legislative depart- 
ment of our Government to the State Department’s grand plan for 
GATT in 1950. 

Where did that leave GATT? 

Remember that the ITO was to absorb it. 

Aside from its tariff schedules, GATT was now without legitimate 
parentage and had no place to go. It had never been passed upon 
by Congress. 

The State Department now made the best of a bad situation. They 
said that GATT stood on its own feet; that it needed no ratification 
since it was negotiated under the authority of the Trade Agreements 
Act of 1934 as amended and extended, plus—please take note— 
certain other powers that will be mentioned later. 

They situa this stoutly although among GATT provisions 
were some that clearly invaded the province of Congress. 

One, for example, was the general ban on import quotas. Since 
import quotas are a means of regulating foreign commerce, their use 
cannot properly be compromised by an executive agreement. In 
other words, this is one of those functions of Congress that is left to 
the electorate to pass upon. It cannot be signed away without doing 
violence to the Constitution. 

This state of affairs did not stop the State Department. GATT 
has persisted and transacted business from year to year. 

The United States right now is in violation of GATT’s stricture on 
import quotas, and we have promised to eliminate our quotas as soon 
as we can and to report our progress toward this end once a year to 
GATT. 

These quotas cover raw cotton, peanuts, wheat, wheat flour, some 
coarse grains, dairy products and sugar. It is true that the sugar 
quota is based on an individual act of C ongress but, nontheless, it is 
still a quota and, when we agreed to the elimination of quotas, natu- 
rally that must comprehend the sugar quota. 

The question obviously must arise under the circumstances: 

Who regulates our foreign commerce? 

Are there two authorities, and if so, are they of coordinate standing? 
Or is there to be only one, as the Constitution provides? 

If so, has Congress bowed out? If not, then how did GATT get 
in, and how far in is it? 

Congress, as an example, in 1951 amended section 22 of the Agri- 
cultural Adjustment Act by saying that no trade agreement should 
“be applied in a manner inconsistent with the requirements of this 
section.” 

Most, in fact virtually all, of the import quotas on agricultural 
products that are in effect have been established under section 22. 
Now the State Department, in defiance of the Trade Agreements 
Extension Act of 1951, which is still in effect, has agreed to eliminate 
these quotas under a temporary waiver. 

Who is boss in this field? 

Is it the Congress or the State Department? 

1 think this goes to the heart of the matter and the determination 
must be made in this act as to which is which. 
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That the State Department itself is unhappy over the present state 
of affairs may be guessed from its present effort to obtain belated 
congressional recognition of its high-and-loose record in this field. 
Above all, the Department seeks congressional confirmation of its 
primacy in the field of tariffs and trade. To this end the Department 
has come forward with the proposed Organization for Trade Coopera- 
tion, called OTC. This might well be called the congressional sur- 
render document. 

It is doubtful that the history of the United States would record 
anything to parallel the sophistry contained in this proposal and the 
lack of candor exhibited in its support by the Department of State. 

What ostensibly but somewhat unaccountably the State Depart- 
ment seeks is congressional approval of United States membership in 
an organization that will have no power of any kind. All the dis- 
avowals of power for the OTC issued by the Department and other 
supporters can lead to no other conclusion. 

This is a rather trivial matter to ask of Congress. 

Well, yes, OTC would, of course, administer GATT. Then it would 
be something like the ITO—the ill-fated ITO that met such a cold 
shoulder from Congress in 1950? 

No, not at all. OTC would have no power, at least no supernational 
power. 

How then would the OTC differ from the ITO? 

It would differ very little in its organizational make-up. It would 
have an assembly, an executive committee, a director general and a 
secretariat. 

Of course, mind you, this secretariat would be very, very small, at 
least in the first year or so. It could at any time vote itself into 
affiliation with the United Nations as a specialized agency. As in 
the ITO, the United States would have one vote. 

It differs from the ITO in having much briefer articles of agreement, 
or constitution, but it does not need them. 

GATT, on its part, already has a considerable part of the [TO and if 
the OTC were enacted it would know exactly how it could get the rest 
of it. 

Here is the situation: 

The State Department denies that it need send GATT to Congress 
as an executive agreement for approval. It also denies that it is a 
treaty requiring Senate ratification. Then the question must arise: 

What species of nonentity is GATT? 

But somehow, for some reason, the OTC, which merely proposes 
United States membership in an international organization that 
would wield no power, was negotiated subject to congressional 
approval. That is like asking Congress to approve the shell but not 
the substance. Or so it seems. 

On closer reading it is something else. 

Congress is asked to pass on the shell that contains an unrevealed 
substance. What is in the shell, however, penetrates through the 
core so that approval of the shell would spell approval of the substance. 

This follows from the fact that article 1 of the OTC states that the 
organization is: 


* * * established to further * * * che achievement of the purposes and objec- 
tives set forth in the General Agreement on Tariffs and Trade. 
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Later it says that the organization, that is the OTC, shall endeavor 
to: 


* * * give full effect to the provisions of article 1—just cited. 


In other words, without having the General Agreement on Tariffs 
and Trade, that is, GATT, before it, Congress is asked to buy a pig in 
a poke. If further evidence were needed of the level of State Depart- 
ment esteem of Congress, this should provide it. 

Congress, in approving the OTC, would confirm United States 
membership in an organization established to put into effect certain 
purposes and objectives that are not named, and were they named 
would be the subject of great controversy and the most diverse opinion 
as to their meaning. 

Therefore, the thing to do is to withhold the document from Con- 
eTess. This is contrar v to the procedure followed in adhering to the 
United Nations, the ILO, the World Bank, and other international 
bodies such as the World Court. 

The GATT seems to be an exception to all orderly procedure. 

If we turn now to the question of power to be exercised by the OTC 
we find an equally disturbing cleavage between fact and allegation. 

Much is made of the withholding from the OTC of power to amend 
the general agreement, GATT. 

The spotlight is also thrown on the provision of article 3 (d) of the 
OTC that prevents the imposition of any new obligation upon a mem- 
ber if the member has not agreed specific ally to undertake it. 

In the first place, there will be no occasion for amendment of GATT 
by the OTC. GATT has adequate power to amend itself. 

In the second place, any new obligation that the OTC might seek 
to place upon the United States might be accepted for us by the 
Department of State rather than the Congress. 

The Secretary of State, in testifying before this committee on March 
1, 1956, did indeed state that any new OTC obligation would be pre- 

sented to Congress for approval, but H. R. 5550 ‘makes no provisions 
for such submission and, of course, the OTC itself is silent on the 
point. 

The real point at the very center of this question, and the point 
that the State Department has skirted and concealed, is that GATT 
itself has the power of self-amendment without approv al by Congress. 
It exercises such power now. It has amended itself from time to 
time since its first year of existence, and it has never come to Congress 
with any of these amendments for approval. It has never even been 
under the necessity of submitting to the Congress a report on what 
it has done. 

Therefore, the fact that OTC could not amend GATT is wholly 
meaningless, and the State Department’s citation of this fact as 
proof that OTC would be a harmless organization again reflects the 
lack of candor of the Department’s allegations. 

The State Department next says that approval of the OTC would 
not add one whit to the power of GATT, and that is true. 

Then what is the objection to OTC, they ask. The answer is very 
simple. 

By approving the OTC, Congress would have yielded its only 
remaining grip on GATT. The general agreement would now lie 
beyond the reach of Congress because it had underwritten its purposes 
and objectives and had signed over its administration to the OTC. 
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All this, at least in my judgment, would add up to ratification of 
GATT. Nor would this be all. 

GATT would now have a blanket endorsement and it could under- 
take its retarded expansion program. GATT has been waiting 
patiently for years, and you can read it in their reports, to get going. 
It would now have the green light. 

There can be very little conjecture as to what direction it would 
take. 

Having approved the OTC, which is expressly dedicated to carry 
out GATT objectives, whatever these may be, Congress need not be 
surprised if some of the missing pieces of the TIO charter should be 
brought back to life. 

The Congress could therefore one day be confronted with a fait ac- 
compli by the State Department. Again, that is the very purpose of 
the OTC maneuver. 

The ITO, or any suitable parts of it, could be brought into being 
without congressional approval and despite its rejection by Congress 
in 1950, and Congress would not again have another shot at it. 

What would then be the choice of Congress? 

The choice would be between 1 of 3 steps: 

(1) Override GATT by legislation; this would involve violation of 
our international obligations—I shouldn’t think that the Congress 
would want to manufacture that kind of alternative for itself 

(2) It could withdraw from GATT; this would involve a violent 
method of reversing a policy of 20 years’ standing. First vou approve 
the OTC. Then, if you don’t like it, you pick up your marbles and 
go home. That is not a respectable pian for Congress to lay out for 
itself. 

(3) It could bow to OTC-GATT; this would mean that the State 
Department had finally sueceeded in coereing Congress and in so 
doing had deprived the American citizen of his constitutional rights 
and power as a voter. 

Not one of these alternatives is palatable, morally or practically. 

The whole controversy has arisen because of two spurious doctrines 
advanced by the State Department. 

The first is that the State Department’s power in negotiating 
GATT was not confined to the powers delegated by the Trade 
Agreements Act. 

This was made clear in the hearings on H. R. 1211, the Trade Agree- 
ments Extension bill of 1949. 

In part 2 of the hearings record before the Senate Finance Com- 
mittee, the State Depar tment made it clear that the President drew on 
his general authority to conduct the foreign relations of the United 
States in negotiating GATT, in addition to the delegated powers 
bestowed upon him by the Trade Agreements Act. In a tabulation 
appearing on page 1054 of the hearings, the State Department lists 
the source of its authority in negotiating each article of GATT. 

Of the 35 articles in the agreement, the Department traces 15 to the 
general authestes of the President, independent of the Trade Agree- 
ments Act of 1934 as amended and extended. 

This classification or attribution by the State Department as to the 
source of the power on which the Department drew in negotiating the 
general agreement would itself be subject to many questions; but it is 
clear that the Department has not replied wholly on the Trade Agree- 
ments Act in negotiating the GATT. 
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It has, however, succeeded in adding to the delegated powers certain 
ite ms of general presidential authority and come out with something 
that cuts Congress out of its own field except at the price of dishonoring 
the formal agreement of the United States. 

The second doctrine was enunciated by Secretary of State Dulles 
before the Senate Finance Committee, on March 23, 1955, at the 
hearingson H.R.1. Hesaid: 

I would go on the theory that when you give the President the discretion to 


negotiate tariff reductions you impliedly also give him discretion to negotiate the 
conditions under which we will get reciprocal advantages. 


It should be noted that this doctrine is very different from the other 
one. 

Here we have a doctrine that the recipient of delegated power, the 
President in this case, can do whatever in his judgment may be neces- 
sary to carry out the delegation. This is, of course, a doctrine of the 
most dangerous implications. Under it, almost any action could be 
justified, including complete disregard of the Constitution and the 
disposition of powers made under it. 

It may be a charitable explanation to say that both doctrines were 
apparently the result of forced explanations and were rationalizations 
and justifications after the act rather than reasoned departures from 
past practice. 

In any event, both are so vital to the whole question of the delega- 
tion of power that they demand the very closest scrutiny. In either 

case, the powers of the recipient of delegated authority are enlarged 
dena beyond recognition. Both doctrines would be recognized 
quickly as counterfeit coin in any honest purse. 

It is not difficult to imagine what the State Department could do 
with the OTC under the approval of Congress, considering what 
they have done with the strand of delegated power under the Trade 
Agreements Act. 

The wise course of Congress is to reject the request contained in 
H. R. 5550 at least until the field is clarified and there is some idea 
what road is being followed. It is of the utmost importance that 
GATT itself be brought before Congress for consideration, as was done 
in the case of the UN, the ILO, the World Court, the World Bank, 
and other similar organizations. 

Thank you very much, Mr. Chairman. 

The CuHarrMAN. Does that complete your statement? 

Mr. SrrackBEIn. It does, Mr. Chairman. 

The CuarrMan. We thank you for your appearance and the infor- 
mation giver the committee. 

Are there any questions? 

Mr. Eberharter of Pennsylvania will inquire. 

Mr. EBERHARTER. Mr. Strackbein, may I ask whether you are a 
lawyer? 

Mr. Srracksern. I am not a lawyer by profession. 

Mr. EBEnu. ARTER. Yet you emphatically disagree with the results 
and the findings of the Bar Association of the city of New York after 
it made an exhaustive study of the constitutional question; is that 
correct? 

Mr. SrrackBein. Well, on the other hand, I am in agreement with 
the American Bar Association. 
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Mr. Espruarter. We understand how they arrived at their de- 
cision, but you at least emphatically disagree with the Bar Association 
of the city of New York? 

Mr. Srracksein. Mr. Eberharter, the fact is that I was not here 
when they testified and I have not read their statement. My testi- 
mony is based on my own experience and study of this subject, and 
very close association with it over the past 8 years. 

Mr. Eseruarter. But you disagree with the findings of the bar 
association which says that Congress would be within its constitutional 
authority to pass this act? 

That is all right. 

Mr. SrrackseEIn. If that is their conclusion. 

Mr. Esernarrer. That is their conclusion and finding. 

Mr. Gardner, representing them, testified to that. 

The Cuarrman. Mr. Jenkins of Ohio will inquire. 

Mr. Jenkins. You might get some satisfaction out of the fact, 
however, that on the same day that the man representing the New 
York Bar Association testified, another witness testified on behalf of 
the American Bar Association and gave a different viewpoint entirely. 

Mr. StrackBEIN. Yes. I mentioned that, Mr. Jenkins. 

Mr. Jenxtins. I would like to ask you one question. 

You say that you are not a lawyer. 

Has your experience or your work in connection with this line of 
business brought you into contact with any special cases that have 
been disposed of or have been up for consideration where you have 
seen how unfairly this program operates? 

For instance, on page 17 at the bottom of the page you have a para- 
graph there which reads: 

It has, however, succeeded in adding to the delegated powers certain items of 
general presidential authority and come out with something that cuts Congress 
out of its own field except at the price of dishonoring the formal agreement of the 
United States. 

Have there been any cases that you can cite? 

In other words, the testimony up to now has been more or less 
theoretical. 

Mr. StrRAcKBEIN. I can cite that the Trade Agreements Extension 
Act of 1951 includes a provision that import quotas may be estab- 
lished under the escape clause. That is contrary to the provisions of 
the General Agreement on Tariffs and Trade. 

I can say further that the President, acting under the escape clause, 
has steadfastly refused to place into effect recommendations from the 
Tariff Commission that import quotas be established, I can only con- 
clude that the President’s refusal for so doing was that he was advised 
by the Department of State that this would be in violation of the 
general agreement. 

In other words, in the general agreement, the State Department 
agreed to the elimination of import quotas, and agreed that no new 
ones would be established. That was the same as agreeing that the 
Congress of the United States, if it were so minded, would not impose 
import quotas now or at any time in the future, and that the State 
Department would see to the elimination of presently existing quotas. 

Mr. Jenkins. You do not quite get my point. 

I want to point, as a lawyer, to the fact that we talk about con- 
stitutionality and unconstitutionality, but has anybody ever taken 
steps to test that out in the courts of high and competent jurisdiction? 
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Mr. STRACKBEIN. Efforts have beenmade. A case was launched, I 
believe a year ago, in the State of West Virginia to test the constitu- 
tionality, but the Federal district court in the District of Columbia 
said it had no jurisdiction. 

Now, you cannot test a case if you cannot find a court that has 
jur isdiction. 

There is presently another case before the Customs Court in the 
city of New York. That has not yet advanced to the point where it 
may be determined whether the constitutionality can be weighed on 
its merits. 

The first case was thrown out, not on its merits, because it was never 
tried on its merits. It was thrown out on the ground that the court 
had no jurisdiction. 

Mr. Jenkins. That is all, Mr. Chairman. 

The CHarrMAN. Are there any further questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Mr. Strackbein, should this bill pass and the OTC 
come into being, and should we be a member of it, then, if I under- 
stand correctly, regardless of how the GATT may at any time in the 
future be amended, OTC would interpret and administer the GATT 
as it then stood; is that correct? 

Mr. SrrackBEIN. There is certainly no limitation in the articles of 
the OTC that would lead to any other conclusion. It is set up for the 
purpose of administering and giving effect to the purposes and objec- 
tives of GATT. It does not say ‘“‘as these objectives and purposes 
are now,” and it must be assumed that it would administer the gen- 
eral agreement in such conditions as it found itself at any time. 

Mr. SIMPSON. Yes, to administer GATT as GATT is. 

Now, as you point out here in your paper, GATT has the power of 
self-amendment? 

Mr. SrrackBeEin. That is correct. 

Mr. Simpson. Without the approval of Congress? 

Mr. SrrackBEINn. That is correct. 

Mr. Simpson. With the approval of the representative of the 
United States Government then, GATT could be amended, I assume, 
if the other countries wanted? GATT could be amended by a vote 
of GATT to include all the parts of ITO which are not in OTC? 

Mr. SrracksBeEin. That is correct, if by a two-thirds vote that were 
adopted by the contracting parties of the General Agreement on 
Tariffs and Trade. 

Mr. Simpson. And provided the United States representative 
agreed. 

Mr. SrrackBein. The GATT could do it without the United States 
representative if they had enough votes outside of the United States. 

Mr. Simpson. We would have the right to walk out, would we not? 

Mr. SrrackBEIN. We would have the right to walk out. 

Mr. Srmpson. But, if oyr representative agreed, we then wouldn’t 
walk out, even though Congress opposed? 

Mr. SrrackBern. | don’t assume that there would be any grounds 
for walking out if we agreed to it, and I may say that the Department 
of State representative has in the past agreed to a number of amend- 
ments te GATT and, as I previously stated, not one of those amend- 
ments was reported to Congress or was under the necessity of being 
reported to Congress for review. 
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Mr. Simpson. That is right. 

So the question which comes to mind is, what are the limits upon 
the authority of the United States representative to agree? 

Mr. Srracksetn. Considering the extremely broad objectives and 
purposes of GATT, it is very difficult to conceive of any limits. 
There are certainly no limits laid down in the articles themselves. 

I mean that when you consider the very breadth of the charter or 
the preamble, the statement of purpose of the general agreement, it 
is just about as broad as the whole world economic field. 

Mr. Stmeson. Yes, but the limits, if there are any at all, are the 
limits that are either in the Reciprocal Trade Agreements Act, if any, 
or the limits that are in this general power of the President. 

Mr. Srracksein. That is correct. That is, so far as the United 
States is concerned. 

Mr. Simpson. Or the doctrine that you set forth at the bottom of 
page 17? 

Mr. STRACKBEIN. Correct. 

There are two separate doctrines under which the State Department 
has purported to act. One was that they were not corfined to the 
Trade Agreements Act in negotiating the General Agreement on 
Tariffs and Trade, that the President has certain powers of his own 
in this field that they drew upon. 

The other was that when a delegation of power was made to the 
President, he then in his discretion could determine such terms and 
conditions in the agreement as, in his discretion, were necessary to 
see that the agreement was carried out. 

Mr. Stmpson. Inasmuch as we cannot readily get into court to 
test the limits of that authority, you make the point, I am sure, that 
Congress has in effect surrendered its complete jurisdiction over 
foreign trade? 

Mr. Srracksern. Mr. Simpson, after observing this agreement in 
action over a period of years, I cannot arrive at any other conclusion. 

Mr. Simpson. But we further that belief by the endorsement of 
this bill? 

Mr. Srracksern. | would say you would not only further it, but 
you would confirm it. In my estimation, the State Department has 
acted right along as if it had carte blanche in this field, full power. 

Mr. Simpson. The Secretary of State said, as I recall, and I do not 
have the words exactly in my mind, that it would not be proper to 
construe passage of H. R. 5550 as an endorsement of GATT. 

Mr. Stracksein. I do not know by what reasoning you could 
arrive at such a conclusion, how you can propose United States 
membership in an organization that is to administer an agreement 
and to carry into full effect the purposes and objectives of that 
agreement—lI say, I don’t understand how you can say that approval 
of our membership in such an organization could be construed as 
anything other than approval and ratification of those purposes and 
objectives. 

Mr. Simpson. I do not say it. He said it. 

I cannot agree with him either. 

Mr. SrrackBEIn. I would say it is an extremely narrow, technical 
interpretation. 

Mr. Simpson. Do you not suggest, as I do, that it is being done for 
the purpose of getting authority for GATT? 
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Mr. SrrackseEIn. I believe that that is the only purpose. 

Mr. Simpson. It is obviously not being done by the Secretary but 
being done by some influence in the Department? 

Mr. SrrRACKBEIN. Correct. 

Mr. Simpson. That is all, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. First, 1 would like to make an observation about this 
question of constitutionality. 

Unfortunately, I would say about 80 percent of the things that 
Congress passes in the way of laws never will nor can be tested by the 
courts. By the Constitution there is only one way of providing that 
check and balance for this 80 percent of the laws, and that is the oath 
of office that the Congressmen take to uphold and support the Con- 
stitution. And over a period of the history of our Government | 
think it has been the self-restraint of our executives as well as the 
self-restraint of congressmen, more than anything else, that has 
preserved what integrity we have in the Constitution. 

Mr. Eberharter refers to the testimony of the representative of the 
New York Bar Association. I want to go on record as being in 
disagreement with my honorable colleague’s interpretation. He 
referred to an exhaustive study being made. 

That expression “exhaustive” always had for me some humorous 
ambiguity about it because it could mean that it exhausts the person 
making the study, or it could mean that the subject matter to be 
studied was exhausted. 

But in my examination of that gentleman, who, by the way, I 
thought presented a very fine paper, he agreed that there was one main 
area that he had devoted his attention to, and in the area of whether 
or not there was a limitation of the delegation of authority to the 
President in the Trade Agreements Act, as I recall it, he said that he 
felt that there was a limitation, but he had not gone into a study of 
where that limitation might be. 

And, secondly, when I raised the question of this business of how 
you delegate authority and whether or not there had been guidelines 
put in the delegation of authority, he also agreed that he had not 
made a thorough study and his paper was confined to another area 
And I thought it was a very fine job that he did do in that particular 
area. But it was, by his own admission, quite limited. 

On page 17, Mr. Strackbein, you refer to these hearings before the 
Senate committee in which the State Department listed the source 
of its authority. 

Who was testifying at that time? 

Mr. Srracksein. That was in 1949. 

Mr. Curtis. Yes, sir. 

Mr. Srracksein. That was Winthrop Brown, who was at that 
time Director of the Trade Agreements Office of the State Depart- 
ment, 

Now may I say that he himself did not directly answer this question. 
He told the chairman of the committee that he would ask the legal 
department of the State Department to make a study of this and 
submit the answers for the record. And that is what this is. It was 
not an offhand opinion. 
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Mr. Curtis. That was the question I was going to come to, whether 
you felt that his statement was a considered statement. And ob- 
viously it was then if this was prepared for submission. 

Mr. SrraAcKBEIN. It was. 

Mr. Curtis. Has there been any reference that you know of in the 
present administration’s State Department commenting on that 
previous position? 

Mr. Srrackxsern. No, I know of none. If there are any I don’t 
know what they would be. 

Mr. Curtis. I may have misunderstood Secretary Dulles when he 
was testifying before us, but I did not gather that he repeated the 
thoughts that you have quoted here as his testimony on this same 
subject before the Senate Finance Committee in 1955 where he sug- 
gests that he derives this additional authority by this implication to 
give him that discretion to negotiate the conditions and terms under 
which the reductions are made. 

I may be in error in my interpretation. 

Mr. Chairman, inasmuch as I have directed a series of questions 
to the State Department asking them to supply answers, I would 
like to also direct their attention to this testimony and the point that 
Mr. Strackbein has made of these two divergent theories of where 
they derive their authority, to find out what is the considered judgment 
of the State Department at this time of where they do derive their 
authority. 

The CuatrMANn. Without objection, that may be done. 

(The information requested was inserted following the testimony 
of Secretary Dulles.) 

Mr. SrrackBein. Mr. Curtis, it also occurs to me that something 
that is very much needed in this field is a distinction between an 
executive agreement and a treaty. It seems to be left entirely to the 
discretion of the Department of State to determine what is a treaty 
and what is an executive agreement, and, among executive agreements, 
which ones require submission to Congress and which ones do not 
require submission. It is a very foggy area, and I think it very much 
needs clarification. 

Mr. Curtis. I might say to the gentleman that I have felt that for 
many years, listening to some of the debates. And I certainly think 
it is an area for definition. 

I do not think it is particularly important in this present matter. 
My tentative thinking is that, more or less along the lines you have 
developed in here, the way the Constitution was written, by spe- 
cifically staking out this area of foreign trade and giving it to the 
Congress, was excluding that specifically from treaties. 

So I don’t believe that the President’s power over foreign trade 
can come from any other source than from a delegation of power by 
the Congress. 

Now that is, as | say, a tentative interpretation. 

Mr. SrrRackBeEIN. | would agree on that. But if the State Depart- 
ment wants to draw on the general authority of the President, then it 
seems to me that the area from which they can draw should itself be 
defined so that they don’t step over the bounds into this area in which 
Congress is supreme under the Constitution, which is the regulation of 
foreign commerce and the laying and collection of taxes and duties. 

I do not believe the President’s general authority can go across 
that line and abstract from the congressional powers and come out 
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with a combined power that cuts Congress off from legislation in the 
field of its own authority, or at least cuts it off from legislation except 
at the expense of violating an international agreement which the 
State Department in the meantime has interposed between the Con- 
gress and its authority. 

Mr. Curtis. I myself feel that the President would not have any 
general powers in this area, it so clearly being delegated to the Con- 
gress. And he would at least, in my tentative judgment, have to 
derive any powers over regulation of foreign commerce from delega- 
tion of the Congress. 

Now I happen to feel that the Congress can delegate that power 
constitutionally, if it does it in a constitutional manner, that is 
spelling out the guidelines and doing it in an orderly fashion. 

Mr. SrrackBetn. I would like to bring this point to your attention, 
Mr. Curtis. 

I do not see how the Congress could delegate to the President the 
power to make an agreement in the field of the regulation of foreign 
commerce that will bind a future Congress. You are then in the 
position of tying the hands of the future c ongress. 

That is why ‘I say this question comes down very directly to the 
question of the meaning of our elections. If we have elections and if 
the sentiment in the country has changed and, therefore, the repre- 
sentation in Congress is changed, what good does that do if the 
Congress cannot express itself in the amendment or the repeal of a law 
previously on the statute books, or if they are prevented from legis- 
lating by an agreement that has in the meantime been made by the 
Department of State? 

Mr. Curtis. Of course, I feel that, fortunately, the power of each 
succeeding Congress to do what it pleases has rot yet been contested. 
I am not yet worried about that power, although I will agree that the 
Congress is frequently put in embarrassing positions from what will 
be the result of their going ahead and exercising that power. 

Mr. SrrackBeEIn. Let me point this out, that perhaps, as you 
know, some bills have been introduced into this Congress to provide 
for the imposition of import quotas under certain circumstances. It 
is a bill authorizing the imposition of import quotas under conditions 
and guidelines laid down by the Congress. 

Now if that bill would be passed it would be in violation of the 
General Agreement on Tariffs and Trade. 

Mr. Curtis. Sure. But we could doit. We have the authority. 

Mr. SrrackBeEIN. You can do it, to be sure. But if you do it the 
plea would be made, the ery would go up that we are deserting the 
free world, that the roof would drop in upon us and that the United 
States would have dishonored itself in the eyes of the whole world. 

Mr. Curtis. I am sure you do not have to go far afield from this 
committeeroom to hear that plea. We have already been told by a 
lot of people if we do not go along with this OTC we are going to be 
hurt in our relations with the free world because we have already had 
GATT. And I know they use those arguments. 

Mr. SrrackBein. They not only use them 

Mr. Curtis. And they are important arguments, too. 

Mr. SrrackBern. They not only use them—and they are important 
arguments—but the very fact that they are used and will be used is 
giving them a weapon against Congress legislating freely according 
to its will. 


’ 
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Mr. Curtis. Well, we get plenty of things that are used to try to 
ee Congress. "And I don’t 0 ject to that. I can operate under 
that. 

That is all, Mr. Chairman. 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Mr. Mason of Illinois will inquire. 

Mr. Mason. Mr. Strackbein, your paper and your testimony, in 
my opinion, is very comprehensive, very convincing and very satis- 
fying to me. 

That is all, Mr. Chairman. 

Mr. SrrackBEINn. Thank you. 

The CuHarrMan. We thank you, Mr. Strackbein, for your appear- 
ance and the information given the committee. 

Mr. Srrackxsern. Thank you, Mr. Chairman. 

The CHarrmMan. The next witness is Mr. J. Carson Adkerson, 
president, American Manganese Producers Association. 

Come forward, please, sir, and give your name and address and the 
capacity in which you appear, for the record. 


STATEMENT OF J. CARSON ADKERSON, WOODSTOCK, VA., PRESI- 
DENT, AMERICAN MANGANESE PRODUCERS ASSOCIATION 


Mr. Apkerson. My name is J. Carson Adkerson, Woodstock, Va. 
I appear as president of the American Manganese Producers Asso- 
ciation, and for myself as an individual operator in manganese. 

The CHarrMan. Do you have a prepared statement? 

Mr. Apkerson. I have no prepared statement. My statement will 
be brief. But I do have a short statement on the facts of the industry, 
which is in the form of a brief we recently submitted to the Committee 
for Reciprocity Information, which I would like to submit as a part 
of the testimony here so as to save the time of the committee. 

The CHarrMANn. Without objection, it is so ordered. 

You may proceed. 

(The material referred to follows:) 


STATEMENT OF AMERICAN MANGANESE PRODUCERS ASSOCIATION GIVING INFOR- 
MATION RELATIVE TO THE DoMESTIC MANGANESE INDUSTRY TO THE COMMITTEE 
FOR Reciprocity INFORMATION 


THE DOMESTIC MANGANESE INDUSTRY 


The American Manganese Producers Association, composed of domestic pro- 
ducers of manganese ore, was organized in 1927 for the expressed purpose ‘‘to 
further the production, beneficiation, and use of domestic manganese-bearing 
ores.’ 

This statement is filed in behalf of domestic producers of manganese ores 
including myself as an individual operator in manganese. 

Since World War I manganese has been known as the No. 1 strategic mineral. 
It is essential in the manufacture of steel. There is no known substitute for 
manganese. Without manganese there can be no steel. We use only 14 pounds 
- manganese in a ton of steel but without that 14 pounds our steel mills would 
close. 

We consume approximately 2 million tons of manganese ore a year and produce 
around 200,000 tons or 10 percent of our needs. 

In former years Russia was our major supplier of manganese ore. Now Russia 
ships us none and India is our major supplier. Manganese ore (35 percent or 
more Mn) imported into the United States during 1954 was as follows: 
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Except for Cuba and Mexico, all are long sea hauls which, in an emergency, could 
be cut off overnight. 


Manganese ore swpply, consumption—Over 35 percent manganese short tons 


{U. 8. Bureau of Mines figures] 


| General imports 
United States | = . 
Year mine ship- Consumption 


ments : Ferroman- 
| Ore | ganese, etc,! | 
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! Calculated ore equivalent of imported manganese metal and alloys. 
? Consumption of ore, plus ferroalloy imports in terms of ore adjusted for change in ferroalloy stocks 


It takes years to develop mines, build plants and bring forth production of 
manganese. After a war starts it is too late. The only time to develop man- 
ganese production is during peacetime when time, manpower and materials are 
available. 

During the years 1941-45 manganese ores were shipped from mines in 27 
States in the United States as follows: 


Alabama Minnesota South Carolina 
Arizona Missouri South Dakota 
Arkansas Montana Tennessee 
California Nevada Texas 

Colorado New Mexico Utah 

Georgia North Carolina Virginia 

Idaho Oklahoma Washington 
Massachusetts Oregon West Virginia 
Michigan Pennsylvania Wyoming 


Shipments from mines in some of the areas were, of course, small, but the 
record shows the widespread occurrence of domestic manganese deposits. Con- 
tinued production from any of these localities may be expected as soon as eon- 
ditions justify the expenditures necessary for installations to raise the manganese 
content of the ores. 

For years we leaned on Russia for the bulk of our manganese ore. In 1949 
she slowed down shipments to a dribble. She simply put the squeeze on us. 
As far back as 1927 I warned that this would happen; that Russia was using 
cheap manganese as a strategic and political weapon to make us dependent 
on her and stifle United States production. But nobody listened, even when 
Russia dumped manganese here in depression years. Instead, the United States 
cut the manganese tariff in half in 1935. In 1948 the tariff was halved again. 
Most United States mines were abandoned and allowed to collapse. Of more 
than 100 mines under development in 1930, less than a dozen were still open 
when war broke out. Of 131 wartime mines operating in 1944, only 10 were 
open in 1946. Most producers had the markets withdrawn without warning and 
were left holding the bag. Many lost their shirts, and have never been paid 
even their cash expenditures. 

Development and production increase rather than deplete our known reserves. 
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At the beginning of World War I, in 1914, our total known reserves of manganese 
or in the ground was less than 1 million tons. Since 1914 we have mined and 
shipped more than 2,500,000 tons of high grade ore (35 percent Mn and above) 
and more than 7,500,000 tons of low-grade ore (10 to 35 percent Mn) from this 
1-million-ton reserve. More than 10 million tons shipped and our indicated 
reserve has been multiplied more than a hundredfold. ut ores conserved in the 
ground are of little or no use in an emergency. 

The result of the manganese tariff cut in 1935 was the abandonment of a number 
of manganese mines in the United States. Many new developments which might 
have gone forward during the critical years 1935 to 1940, when other nations 
were preparing for war, remained idle. 

Beginning with World War I we have been through three war periods with con- 
sequent shortages of manganese. We barely squeezed through with our manga- 
nese supplies. The next time it could be fatal. The cost of obtaining overseas 
supplies during a war, with the cost of the Navy and Air Force in guarding the 
movements of ore and the loss of ships and seamen, is an entirely different figure 
than the price paid to the producer. 

Oliver C. Ralston, Chief Metallurgist of the United States Bureau of Mines, 
testified before the Senate Interior and Insular Affairs Subcommittee on April 12, 
1955, to the effect that for manganese ‘‘in wartime we can afford four times the 
price you normally pay” in order to get the necessary supply. 

During each emergency, domestic manganese producers have been called upon 
to develop and produce. Each time when the emergency was over and the 
situation had eased, the rug was pulled from under the producers. 

The tariff of 1 cent per pound on metallic manganese contained in ore, as pro- 
vided in the Tariff Act of 1930, was cut 50 percent in 1935 and again 50 percent 
in 1948 so that the tariff now is only one-fourth of a cent per pound. 

An average of 14 pounds of metallic manganese is consumed for each ton of 
steel produced. A tariff of 1 cent per pound on metallic manganese in ore, as 
provided in the Tariff Act of 1930, means an added cost of 14 cents in the cost 
of a ton of steel; and the present tariff of one-fourth of a cent per pound on 
metallic manganese means an added cost of 3}4 cents in the cost of a ton of steel. 

The “peril point’? in manganese has been reached and passed. Without the 
present special Government price and market there would be no manganese 
developments under way in the United States today. 

Under authority granted by Congress in the Defense Production Act of 1950, 
as amended, the General Services Administration, in order to stimulate develop- 
ments in the United States, is now buying high-grade manganese ores from snall 
producers at a price of $2.30 per unit (22.4 pounds), 48 percent manganese base, 
in carload lots, f. o. b., at any small producer’s shipping point. 

The domestic manganese industry has entered a period of growing production. 
It is estimated that the production of manzanes2 from mines in the United States 
during the year 1955 will total around 300,000 short tons or 50 percent greater 
than in 1954. 

But now again, as has happened before when the war is over, we are faced with 
an easing off of the domestic managanese ore purchase programs, and the threat 
of further dumping of foreign manganese ores in the United States. 

In evidence of labor costs and working conditions in some manganese produc- 
ing countries of the world, reference is made to testimony of Harold E. Stassen, 
Director of Foreign Operations Administration, before the Senate Foreign Rela- 
tions Committee on April 9, 1954, wherein he stated as follows: 

“The raw materials come from inside the total Soviet area; that is, that vast 
land complex of the Soviet area has within it just about every mineral and mate- 
rial that there is and to bring it out of the earth they maintain huge concentra- 
tion camps of slave labor under extreme conditions to bring the minerals and 
metals, materials, out of the earth.” 

It is believed that production of manganese froin domestic sources could be 
gradually increased over a period of years to meet certainly 50 percent and pos- 
sibly all the needs of the United States for many years, at prices for the ore that 
will not increase the cost of steel ingots as much as $1 per ton. This seems to 
be a small price to pay for making the United States independent of foreign 
sources of supply. 

In order to insure the continued development of domestic manganese produc- 
tion, producers need to have restored to the industry the full measure of protec- 
tion contemplated by Congress in the Tariff Act of 1930, plus such increases in 
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the tariff and other actions as may be necessary to maintain a continued healthy 
expansion in the industry. 
tespectfully submitted. 


J. Carson ADKERSON, President. 

Subscribed and sworn to before me this 17th day of October 1955. 

[SEAL] KATHERINE Kauutvas, Notary Public, 

Washington, D. C. 

Mr. Apkerson. It has been my privilege and pleasure to appear 
before this committee from time to time since 1929. The subject in 
each instance has been manganese. 

Manganese is essential in the manufacture of steel. There is no 
substitute. We require only 14 pounds of manganese per ton of steel, 
but without that 14 pounds we could have no steel. Our steel mills 
would close. 

On my first appearance before this committee in 1929 I called 
attention of the committee to the fact that Russia was dumping 
manganese into the United States, not for the purpose of sale, but for 
the purpose of preventing the development of manganese deposits in 
the United States. I warned the committee at that time that the 
time would come when we needed manganese most that Russia would 
cut us off. 

That prediction has come true. 

Russia has shipped us no manganese since 1950. 

Prior to that date Russia was the major supplier of manganese to 
the United States. Today India is the major supplier, with smaller 
quantities coming from Africa, Brazil, and Cuba. Most of them are 
long seahauls which in an emergency could be cut off overnight. 

So, on account of the strategic importance of manganese, I am taking 
a little of the time of the committee to emphasize its importance and 
the importance of the need for the continued development of deposits 
in the United States. 

Under the Reciprocal Trade Agreements, the tariff on manganese 
has been cut 50 percent in 1935, 50 percent in 1948, and now it is in the 
process of going through consideration for a further reduction of 15 
percent in the present trade agreements now being worked out. 

I want to emphasize that it is impossible to produce manganese in 
the United States in competition with foregin deposits for the reason of 
the difference in wage scales and the difference in costs of production. 

At the present time we are in a period of increased production of 
managanese in the United States. During the year 1955 our produc- 
tion was 50 percent more than in 1954. The present consumption of 
managanese ore in the United States is at the rate of 2,500,000 tons a 
year. In 1955 domestic production was 300,000 tons. In 1954 
production was only 200,000 tons. This production is now coming 
forward on account of a buying program under the GSA in which we 
are given a differential in price. 

We are facing, too, a period shortly when that buying program will 
be terminated with a possible subsequent closing of the mines in the 
United States. We cannot look forward to tariffs. The only thing 
we can look forward to is administrative action or congressional action 
to keep those mines open. 

In a study of H. R. 5550, OTC, and GATT, it appears that if this 
bill is approved that the international organization can reach into the 
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internal affairs of the United States and further control and prevent 
the development of manganese deposits in the United States. 

Now I am not a lawyer. I am an engineer. I have appeared 
before this committee often and am convinced of the desires of this 
committee to do the right things at all times. 

At the times of my appearances before this committee before, we 
were promised that items essential in the national defense, such as 
manganese, would be given due consideration. We were led to believe 
they would not be cut. We are a living example of what has been 
done today. Our tariffs have been cut. 

Now we are faced with what might be done under the international 
organizations of OTC and GATT. I do not presume to delve into 
that question and answer what might or might not be done under the 
law if it is passed, but I am appearing before this committee solel 
to ask that this committee see that nothing is done under this bill 
which will prevent the further development of the manganese deposits 
in the United States. 

That concludes my statement, Mr. Chairman. 

The CuarrMan. Does that complete your statement? 

Mr. Apkerson. That completes it. 

The Cuairman. Thank you for your appearance and the informa- 
tion given the committee. 

Are there any questions? 

If not, we thank you, sir. 

Mr. ApKxEerson. Thank you, Mr. Chairman. 

The Cuarrman. The next witness is Mr. W. L. Long. 

Come forward, please, sir. Please give your name and address and 
the capacity in which you appear, for the record. 


STATEMENT OF W. LUNSFORD LONG, WARRENTON, N. C., 
PRESIDENT, TUNGSTEN INSTITUTE 


Mr. Lona. Mr. Chairman, I am W. Lunsford Long of Warrenton, 
N.C. Iam president of the Tungsten Institute, and also-of Tungsten 
Mining Corp., Manganese, Inc., and Haile Mines, Inc. My business 
is that of producing and mining tungsten and manganese in the 
United States. 

The CuatrmMan. Do you have a prepared statement? 

Mr. Lona. I have filed a prepared statement with the committee. 

The CuHarrman. All right, you may proceed. 

Mr. Lone. And I am going to rest on the simple statement that I 
have filed with the committee, Mr. Chairman, and not ask that the 
committee grant me the time to read the statement here. 

I am against the Federal Trade Agreements Act. I am against the 
General Agreement on Tariffs and Trade. I am against this proposed 
Organization for Trade Cooperation. The whole thing is part and 
parcel of a philosophy that will, in my opinion, destroy American 
business if we persist in it. 

I trust that the wisdom of this committee and the wisdom of this 
Congress will prevent the enactment of any such legislation. 

The Cuarrman. Does that complete your statement? 

Mr. Lone. Yes, sir. 

The CHarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 


oe 
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Your prepared statement will be made a part of the record, without 
objection. 
(The statement referred to follows:) 


STATEMENT OF W. LuNsrorD LONG BEFORE THE COMMITTEE ON WAYS AND 
MEANS OF THE HousE oF REPRESENTATIVES, Marcu 12, 1956 


I am W. Lunsford Long of Warrenton, N. C., president of the Tungsten Insti- 
tute, Haile Mines, Inc., Tungsten Mining Corp., and Manganese, Inc. 

I am glad, Mr. Chairman, to have this opportunity to appear here once again 
in opposition to a trend in our affairs which, unless it is stopped, will so damage 
our economy that finally its error will be seen by all people and an end at last 
be put to it. I drove up yesterday to Washington from my home in North 
Carolina to be heard this morning in this connection, although I would have 
much preferred to spend Sunday peacefully at home surrounded by grand- 
children not yet emerged from childhood’s day of frolic, and watch the budding 
springtime begin to burst into the new life which is so beautiful to 1 like myself 
who draws near to the allotted 3 score years and 10. 

I speak not as an isolationist Republican from the inland security of our Mid- 
west but as an internationalist Democrat from our seaboard State of North 
Carolina on whose ocean beaches was first heard in the New World our mother 
tongue spoken by its English settlers. I speak to you as one who recognizes the 

hilosophy implicit in the Master’s injunction, ‘Bear ye one another’s burdens.” 
1 went a suit of clothes woven in England but made in America. I believe firmly 
in international aid, travel and trade and am going to visit in foreign lands this 
and every other year that I can. But I know also that we must remain strong 
to be able to lend a real helping hand and that we must prosper here at home to 
continue to be able to be generous abroad. We cannot rob too often a selected 
Peter here at home to give to a chosen Paul across the seas without serious damage 
finally to all of us. 

Last year the extension of the Reciprocal Trade Agreements Act got through 
the Congress by the slimmest of margins and I think it would have been much 
better had it failed of passage. I hope that the kindred legislation now before 
this committee will not be enacted. We must put an end to this continuing 
sacrifice of our living industries to the brutal gods of the foreign market places 
just as no longer are the beating hearts of young men torn from their azgonized 
breasts on the smoking altars of the barbaric gods of an earlier era in man’s slow 
climb toward the light. 

I, as some of you know from my former appearances here, am in the domestic 
tungsten and manganese mining business, and I know from long experience in 
what situation those industries now find themselves. The tariff on manganese 
has been cut in half twice under trade agreement negotiations and now amounts 
only to a nuisance tax of one-quarter of a cent a pound, which affords no pro- 
tection whatsoever. Only 10 percent or less of our needed manganese is pro- 
duced in this country and all of that either as a byproduct or under very limited 
Government price support programs. In a properly protected market we could 
be self-sufficient in manganese, but instead we rely on imports, and 1 day will 
pay the last full measure for our folly. 

In domestic tungsten mining we are dependent on a Government price support 
program for our life in the absence of an adequate protective tariff (it is only 
$7.93 a unit), and unless that program is extended every tungsten mine in this 
country will close this summer when the present price support program ends. 
If you enact the law we are considering today, just as surely as I speak to you 
now you are going to provide the machinery to add ever increasingly to the roll 
call of dead industries in this land of ours. I lived through the Coolidge-Hoover 
period of stock-market boom. I was then in the farming, lumber and cotton 
textile businesses and I saw an empire I had built as a young man dissolve and 
pass away. With naked hands and no credit I had to painfully rebuild and 
though there may perhaps be enough of bone and sinew and brain left to do it 
once more I do not think I and the rest of the American people should have to 
tackle such tasks again when it is so unnecessary—if we will but always remember 
that first we must keep America strong—our own house in order—and then do 
all we can to help our fellowmen under other flags. 

I have just recently read much in the newspapers about losses our Government 
has sustained in the price-support programs for the strategic minerals as testified 
to in hearings before the House Subcommittee on Appropriations. I got the 
hearings and read them and have never seen them surpassed for misleading 
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inaccuracy. On page 875 of part I of the hearings before the House Subcom- 
mittee on Appropriations on the Independent Offices Appropriations biil for 
1957 is is stated that the estimated gross cost of the materials bought under the 
price support programs for asbestos, beryl, columbium-tantalum, manganese, 
mercury, mica and tungsten wii be $307,506,000 and that the estimated loss 
to the Government on them is $163,785,000. It is made to appear that this is 
just simply money unwisely thrown away by the Government—that these 
materials could have been bought abroad and brought here.and put in our stock- 
piles for this much less money. This is pure assumption—the hindsight of a 
high-school boy. If we had not had the production at home, how much more 
would we have paid abroad? What was and is the insurance of having the pro- 
ductive capacity at home worth to us? How much of this money came back into 
the Treasury of the United States in the form of income and all the other taxes 
paid to the Government by the producers of these materials? I say to you, 
gentleren, that tungsten in the national stockpile bought from the domestic 
producers at $63 a unit is cheaper than that bought abroad at $43 a unit. Fizure 
it out and you will find that I am rizht. 

In 1951 tungsten went to around $100 a unit in the world market. We put 
a ceiling of $65 a unit on the price in the United States and paid abroad whatever 
we had to pay to get it. We put a floor prize of $63 a unit under the domestic 
producer to get him to expand for the sake of national security. We gave him a 
5-year guaranty which runs out this summer and at the same time we gave 
foreign producers guaranties for more than twice as much tungsten for mich 
longer periods, and all of those foreign contracts will not have ended until De- 
cember 1959. The old Munitions Board, now superseded in part by the Office 
of Defense Mobilization, told me that the fortunate discovery of the Yellow Pine 
tungsten mine in Idaho during the last war, in its opinion, shortened that war by 
perhaps a year and saved something like a million lives. But our economists 
now say that we have a loss of $167,785,000 in our domestic strategic minerals 
programs and allow nothing for the effect on world prices of domestic production 
nor for any of the money the Treasury receives directly and indirectly from the 
domestic producers and their employees nor for any of the other myriad benefits 
arising from many successful operations scattered throughout the country sup- 
porting schools, churches and other community services in many different places 
throughout our land. 

In the instance of manganese we have recently seen the doubling of the world 
price—in a year’s time, up from 65 cents to $1.30 a long ton unit. In every case 
where we can produce at home it will, in my opinion, pay us in the long run to 
do so and obtain from abroad those things not available at home. 

Mr. Chairman, I am against delegating more power to someyne other than the 
Congress to negotiate any cut in our tariffs or to take any action recommending 
or looking to such an end. I do not think the legislation under consideration 
here (H. R. 5550) should be enacted into law. 


The Cuarrman. Are there any questions? 
If not, we thank you, sir. 
Mr. Lone. Thank you, sir. 


The CuarrMAN. The next witness is Mr. Clyde L. Flynn, Jr. 

Is Mr. Flynn here? 

Come forward, please, sir. 

Please, give your name and address and the capacity in which you 
appear, for the record. 


STATEMENT OF CLYDE L. FLYNN, JR., ELIZABETHTOWN, ILL., 
ON BEHALF OF THE INDEPENDENT FLUORSPAR PRODUCERS 
ASSOCIATION 


Mr. Fiynn. My name is Clyde L. Flynn, Jr. of Elizabethtown, 
Ill. I am the part owner and operator of a fluorspar mine, and 
I represent the Independent Fluorspar Producers of America. 

Mr. Chairman and members of the committee, I appreciate this 
opportunity of appearing before you and testifyimg for myself and the 
Independent Fluorspar Producers of America. 
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We are opposed to the enactment of H. R. 5550, the bill that would 
authorize United States participation in the Organization for Trade 
Cooperation. 

I would like to explain our reasons for objecting to the enactent 
of this legislation. 

The fluorspar we produce is essential to the production of steel; 
it is indispensable to the production of aluminum; it is the source 
of fluorine for our chemical industry, and without acid grade fluorspar 
the atomic-energy program could not operate. Our product is 
designated by the Office of Defense Mobilization as strategic and 
critical. It has been stockpiled for some considerable length of time. 
Our product is essential to both our peacetime economy and our 
national security. 

As an industry we have been concerned with free trade for some 5 
years. From our standpoint, and based entirely upon our own ex- 
perience as an industry, so-called free trade has not proven to be free, 
but, on the contrary, for us, it has been very expensive. Our diffi- 
culties began at Torquay in 1951 when the duty on acid-grade fluor- 
spar was reduced through a concession negotiated by GATT. 

It is common knowledge, and must be conceded, that the entire 
program of GATT concessions was conceived for the express purpose 
of inducing and bringing about an increase of foreign imports into 
American markets, because it was believed that America’s foreign 
trade position, overall, would be helped by an increase of foreign 
imports into our markets. To carry out this purpose, so far as acid- 
grade fluorspar is concerned, the statutory rate of $5.60 per long 
ton was decreased to $2.10 per long ton, via a G ATT concession 
effective June 1951. 

So far as the present members of the industry are concerned and 
so far as we have been able to determine, no member of the domestic 
industry was ever advised that the duty on acid-grade fluorspar would 
be the subject of negotiations at Torquay. We were unaware that 
the little protection that we had would be traded away at Torquay. 

The full effect of this concession on acid-grade fluorspar was not 
felt by the industry until 1953. It took that long for our foreign 
competitors, financed either directly or indirectly by the United States 
Government, to put their product on our domestic market at the 
reduced rate of duty. 

We were confronted with a strange economic condition, consump- 
tion of our product was increasing rapidly, but domestic sales were 
falling and the price being driven down, which decline in prices and 
sales was directly attributable to the pressure of imports. Imports 
which were stimulated by the reduction in duty. 

We say that our loss of markets and the decline in price was brought 
about, plainly, by the competition of low-priced, cheaply produced 
foreign fluorspar brought into this country under the inducement of 
the GATT concession. 

Nowhere in the record has anyone advanced any possible other 
cause for the present depressed condition of the domestic acid-grade 
fluorspar industry; no alternate product has been offered which has 
displaced acid-grade fluorspar; there has been no reduced demand for 
acid-grade fluorspar. In fact, consumption has increased approxi- 
aan 40 percent. There has been no failure on the part of the 
liseslani industry to produce a merchantable product. 
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Not one whit of evidence has been produced from any source out of 
which you could possibly conceive a cause, other than foreign compe- 
tition, for the injured condition of the industry. 

We then started down a long, difficult and expensive road to obtain 
relief for our industry. We were so naive in 1954 as to believe that 
Congress could correct the injury that had been inflicted upon this 
industry by the negotiators at Torquay. However, we were soon to 
find out that for all practical purposes the hands of Congress were tied. 
A concession had been granted on acid-grade fluorspar, and any at- 
tempt by Congress to restore the duty would be in violation of our 
international commitments made at the Torquay session of GATT, 
so we were told. 

In 1954, by direction of the Senate Finance Committee, the Tariff 
Commission conducted a 332 investigation on fluorspar. The Tariff 
Cor mission reported to Congress in June 1955. Due perhaps in part 
to that original report from the Tariff Commission, the Senate Finance 
Committee at the first session of this Congress directed an escape 
clause investigation on acid-grade fluorspar. The Tariff Commission 
made their report on that investigation January 18, 1956. 

On June 21, 1955, the fluorspar producers filed an application for 
relief with the Office of Defense Mobilization under the provisions of 
the defense industry amendment, which amendment aws adopted at 
the last session of Congress as an amendment to H. R. 1. That 
application was formally filed with the Office of Defense Mobilization 
15 minutes after the President signed the bill into law. In 9 more 
days, 9 months will have elapsed since we filed that application. 

We have as yet received no relief for our industry either through the 
escape clause hearing or our ODM application, nor do we have any 
good reason to lead us to believe that relief will be forthcoming. 
Thus you see the result of these 2 years of continuous effort on the 
part of the industry. 

In the meantime the condition of the industry has worsened steadily. 
At the present time over half of our mines and mills are closed, our 
miners unemployed, our equipment and machinery deteriorating, a 
vital domestic industry is being destroyed by imports. 

Unless relief is forthcoming, mines and mills representing an addi- 

tional 20 percent of our national capacity will be forced to close this 
year. 
: In view of the above statement of our experience with free trade, it 
is not difficult perhaps for many of you to understand why we oppose 
the entry of the United States into an organization to administer or 
implement one which has almost completely destroyed us as a domestic 
industry. 

At the present time imports of fluorspar are entering the United 
States at a reduced rate of duty in an amount far in excess of the total 
domestic consumption. It would seem that our efforts to restore the 
protection which was afforded us by Congress are much like one’s 
efforts to regain his youth—the road seems endless with no promise or 
prospect of reward. 

e have full confidence in the Congress of the United States. We 
believe that the founding fathers were wise, correct and exceedingly 
farsighted when they provided in the Constitution that Congress 
should regulate tariffs and foreign trade. And I see no reason wh 
this Congress or any other Congress should seek to avoid this consti- 
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tutional responsibility, and especially by delegating it to an inter- 
national organization dedicated to the proposition that they will 
eliminate all tariffs. 

Were the laws of this country, as they affect the importation of 
foreign fluorspar today, as Congress originally drafted them our 
industry would not be in its present difficulty but would be operating 
under better circumstances. But the contrary is true. 

Not only have we been forced to accept the reduction in duty that 
was imposed upon us by our negotiators, but we have also had to sit 
by while our Government financed the plants of our competitors 
abroad. Under H. R. 5550 we are being asked to participate in an 
organization which will implement and administer the operation of 
GATT which has already practically destroyed us. 

I feel sure that the General Agreement on Tariffs and Trade was 
negotiated by a group who are firmly dedicated to the idea of removing 
all tariffs. Some domestic industries simply cannot compete with 
imports without a measure of protection which will equalize wage rates. 
The wage rate of our chief foreign competitor is only one-tenth our 
domestic wage rate. I venture to say that there was not represented 
in the group who drafted the first General Agreement on Tariffs and 
Trade or at the subsequent sessions one representative of industry 
who proposed protection for domestic industries. 

As I understand this present legislation, a domestic industry that 
feared that it would be injured by negotiations carried on or ad- 
ministered through OTC under the authority of GATT would not 
have the right of representation at these negotiations. 

I seriously doubt that the Congress of the United States would 
have representation at these negotiations. ‘Thus Congress’ power to 
regulate tariffs and foreign trade would be gone. That would be a 
strange departure indeed from our concepts of constitutional govern- 
ment. I believe that it is far better and much wiser to have Congress 
retain its control over tariffs and all other matters of foreign trade. 

After having listened to the testimony and the statements made 
concerning our participation in OTC, I am of the opinion that there is 
but one purpose in offering this legislation to Congress, that purpose 
being that Congress would, under the theory of “adoption by refer- 
ence,” endorse and approve our participation in GATT, by enacting 
H. R. 5550. 

I believe that the enactment of OTC and resulting approval of 
GATT would be a most disastrous mistake. Were such a thing to 
happen, domestic industries would have lost forever their constitu- 
tional right to appeal to their elected representatives in Congress for 
legislation to protect domestic industries from import competition. 

It is my firm belief that Congress should preserve for us this right 
guaranteed us by the Constitution, and do so by defeating H. R. 5550, 
the bill to authorize our participation in OTC. 

I do not believe that Congress can constitutionally delegate to an 
international agency the right to regulate foreign commerce. But 
that is exactly what you are being asked to do under this proposed 
legislation. 

If the executive branch of the Government wishes to regulate 
tariffs and foreign trade, let them proceed in a constitutional manner 
to do so, and submit to the Congress and to the people an amendment 
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to the Constitution providing that the executive department shall 
have the power to regulate foreign trade. 

If there is any doubt among you that the enactment of this legisla- 
tion is not a dangerous step, 1 would respectfully suggest that you 
consider carefully the purposes and powers of GATT which you are 
being asked indirectly to approve. 

The men who would conduct the negotiations and who would repre- 
sent the United States under the provisions of OTC and GATT are 
responsible to no electorate. Under the authority which they are 
asking they can make their own rules, and if they are not pleased with 
them they have the power to amend them at any time they so see 
fit. I have no doubt but what these rules would subsequently be 
amended, and if the Congress were to attempt to assert control over 
our foreign trade an amendment would be adopted so that Congress 
would be completely without power over our foreign trade. 

Without GATT and OTC Congress would determine tariff rates 
and regulate our foreign commerce and trade in the manner provided 
by the Constitution. We would have an elected Congress repre- 
senting the interests of the electorate and responsible to them. We 
could appeal to Congress for protection when we deemed it essential 
to our industry. And I am confident that when an industry clearly 
demonstrated to Congress the need for tariff protection it would be 

iven. 
: I believe that it would be far better for us to continue in this con- 
stitutional manner than it would be for us to pursue the hazardous 
road proposed by the advocates of OTC. For that reason I earnestly 
ask that the Congress deny this request for authorization to participate 
in OTC, and defeat H. R. 5550. 

The CuHatrMan. Does that complete your statement? 

Mr. Fiynn. Yes, sir. 

The CuarrMan. We thank you for your appearance and the in- 
formation given the committee, 

Are there any questions? 

Mr. Curtis. Yes, Mr. Chairman. 

The Cuarrman. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. You state that these concessions were granted in 
Torquay. What countries were the ones that got the benefit of the 
concessions? 

Mr. Fiynn. The countries that ship fluorspar to the United States 
are Mexico, Italy, Spain, Germany, Newlvuntiond. Those are the 
principal ones. 

Mr. Curtis. Those are the principal ones. 

What is the main competitor? You mentioned that on another 

age. 
. Mr. Fiynn. Our chief competitor is Mexico. 

Mr. Curtis. Are those Mexican interests, by the way, or are those 
American interests that own these mines down there? 

Mr. Fiynn. A combination of both. Some large companies are 
owned entirely by Mexican interests, and some are owned by American 
interests. 

Mr. Curtis. Thank you. 

The CuarrmMan. We thank you for your appearance and the in- 
formation given the committee. 

Mr. Fiynn. Thank you, Mr. Chairman. 
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The CuarrMAn. Next is Mrs. A. Paul Hartz, 

Please come forward. 

We are very glad to welcome you, Mrs. Hartz. Please give your 
name and address and the capacity in which you appear, for the 
record. 


STATEMENT OF MRS. PAUL A. HARTZ, CHAIRMAN OF LEGISLATION, 
GENERAL FEDERATION OF WOMEN’S CLUBS 


Mrs. Harrz. Mr. Chairman, and members of the committee, [ am 
Mrs. A. Paul Hartz of Waverly, Va., chairman of legislation for the 
General Federation of Women’s Clubs, an organization chartered by 
Congress in 1901. We have slightly under 900,000 members who hold 
direct membership and approximately 4% million affiliated members 
giving us a total of 5% million members in the United States. We 
maintain our headquarters in the city of Washington at 1734 M Street, 
NW. 

And may I express my appreciation for your patience in giving me 
the privilege of appearing before you this evening. 

The General Federation of Women’s Clubs has had a long and con- 
tinuous interest in the reciprocal trade agreements program, for as 
early as 1938 resolutions approving the program were passed by its 
annual convention. 

Our legislative policy is derived from resolutions passed by the dele- 
gate body at annual conventions. There are in effect today three 
resolutions dealing with foreign economic policy: one affirming support 
of the reciprocal trade agreements; another opposing legislation which 
will place unwarranted restrictions on trade between this country and 
the other countries of the free world; and the last dealing with trade 
barriers, which I auote: 

Whereas economic progress in the United States is tied closely to the economic 
progress of the rest of the world, and 

Whereas a program promoting economic progress in the United States must 


provide for an extension and a strengthening of economic ties with the rest of the 
world, and 


Whereas an accelerated flow of goods and of capital across national boundaries 
would contribute to economic progress everywhere; therefore 

Resolved, That the General Federation of Women’s Clubs declares its belief that 
a gradual reduction of trade barriers between nations is necessary to an increased 
flow of goods in a world market and should be undertaken by the United States, 
and further sponsored as a world policy. 


We are deeply gratified by the expansion of both the import and ex- 
port trade of our country and the economic recovery of our allies in 
which the reciprocal provision of the General Agreement on Tariffs and 
Trade has played an important part. It is because we believe the 
general agreement, through the trade rules and tariff negotiations 
sponsored under it, has served well in promoting the orderly expan- 
sion of international trade for which it was designed, that we now urge 
the passage of bill H. R. 5550 which will authorize the President to 
accept membership for the United States in the Organization for Trade 
Cooperation. 

We believe the Organization for Trade Cooperation in administering 
the general agreement will also provide machinery through which 
arrangements for trade negotiations can be facilitated, and that it 
will provide a forum for discussion of trade matters and for the dignified 
and friendly adjustment of problems involving the trade rules. 
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Today the general agreement has no regular administrative ma- 
chinery and is thus limited to intermittent conferences in the conduct 
of its business. The resultant loss of time and inefficient operation 
can be damaging to all participating countries and can create a feeling 
of impermanence and instability. 

There are a number of military, political and financial groupings— 
NATO, for example—which are designed to strengthen Ameriean 
interests abroad, and each of these has an administrative organization 
to make it effective. We believe the very limitation of the function 
of the Organization for Trade Cooperation will increase its effec- 
tiveness. 

The General Federation of Women’s Clubs supports H. R. 5550 to 
authorize the United States to join the proposed Organization for 
Trade Cooperation as an organization which would be exclusively 
administrative, which could not add to the obligations of the United 
States under the general agreement, which could not make tariff 
concessions, which could not abridge the powers of the Congress with 
respect to customs or import duties, and which could not in any way 
impair the sovereignty of the United States. 

The General Federation of Women’s Clubs believes that the 
General Agreement on Tariffs and Trade has demonstrated its use- 
fulness in breaking down unnecessary trade barriers and in expanding 
world trade, which, in turn, benefits each of the participating nations; 
we further believe that the Organi ation for Trade Cooperation will 
increase its usefulness by providing a meeting place, a secretariat, 
and some research facilities. 

The members of our organization are familiar with good house- 
keeping practices, and we believe membership in the Organization for 
Trade Cooperation will mean better housekeeping practices in our 
international reciprocal trade agreements. Therefore, the General 
Federation of Women’s Clubs requests this committee to act favorably 
on H. R. 5550 and thus to authori e United States membership in the 
Organization for Trade Cooperation. 

The CHarrMan. Does that complete your statement, Mrs. Hartz? 

Mrs. Harrz. It does, sir. 

The CuHarrmMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

If not, we thank you, ma’am. 

Mrs. Hartz. Than you, sir. 

The CHatrMan. The committee will stand adjourned until 10 o’clock 
tomorrow morning. 

(Whereupon, at 3:55 p. m., the committee was recessed, to be 
reconvened at 10 a. m., Tuesday, March 13, 1956.) 
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TUESDAY, MARCH 13, 1956 


House or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANS, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a.m. in the committee 
room, New House Office Building, Hon. Jere Cooper, chairman, 
presiding. 

The Cuarmman. The committee will be in order. 

Tt will be necessary for the Committee on Ways and Means to 
conclude the call of today’s hearing calendar by 11:50 a. m., due to 
the fact that the committee has a bill scheduled for floor consideration 
at noon, and an executive session scheduled at 3 p. m. 

For that reason it is requested that the witnesses limit the presenta- 
tion of their prepared testimony to 10 minutes. Additional material 
may be submitted for the record by any witness who desires to do so. 
To permit the committee to complete its schedule, the cooperation of 
the witnesses will be appreciated. 

The first witness appearing on the calendar today is Mr. Joseph M. 
Wells. Is Mr. Wells here? 

Come forward, please, sir, and give your name and address and the 
capacity in which you appear, for the record. 


STATEMENT OF JOSEPH M. WELLS, REPRESENTING UNITED 
STATES POTTERS ASSOCIATION, EAST LIVERPOOL, OHIO 


Mr. We tts. Mr. Chairman, my name is Joseph M. Wells. I am 
secretary-treasurer of the Homer Laughlin China Co. of Newell, 
W. Va., and I am speaking as the representative of the United States 
Potters Association, with headquarters in East Liverpool, Ohio. The 
association membership is made up of 41 companies, manufacturing 
fine table china, the heavier hotel china and the lower priced semi- 
vitreous china for the home. 

We oppose the passage of H. R. 5550. 

First, because we believe it is an obvious effort on the part of the 
Department of State to obtain an additional grant of power from the 
Congress, enabling that Department to more completely control the 
foreign commerce of the United States. This, we believe, is a definite 
violation of the Constitution. 

Second, there can be no doubt that the State Department’s prin»ry 
reason for all-out support of this measure is that it will enable tiem 
to still further turn over the United States market to imports of 
competitive merchandise at the direct expense of the American pro- 
ducer and worker. 
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Since the State Department, contrary to the Constitution, has been 
establishing tariff rates on imports, they have shown a complete dis- 
regard for the promises of the President and the intentions of Congress. 

Repeatedly during the 1952 campaign and again when he was 
urging the passage of H. R. 1 before the last Congress, the President 
made the statement that no legitimate United States industry would 
be injured through the administration of the Trade Agreements Acts. 
Yet industry after industry has appeared before this and other com- 
mittees with irrefutable evidence of injury, not just threat of injury, 
through enormous increases of competitive imports under lowered 
tariffs. 

Let me recite what happened to the tariffs on the products we 
manufacture, as a result of the last session of GATT. 

During the debate on H. R. 1 last year, representatives of the 
State Department, with their hand picked assistants, hied themselves 
to Geneva for a tariff-cutting spree in a new agreement with Japan. 

The commodities which we manufacture had appeared on the list of 
items on which tariff reductions were contemplated. We appeared 
before the Committee for Reciprocity Information, with the table 
attached herewith, which is attached to the bottom of my brief, show- 
ing for the 23 members of our association manufacturing semivitreous 
china: Sales, earnings before taxes, earnings after taxes, total dozens 
of ware shipped, total wages and total manhours worked for the 
years 1947 to 1954, inclusive. 

(The table referred to follows:) 


COMPOSITE 





Sales— Less | 


Total wages 
allowances os 
| and returns, | Earnings | Earnings Total —_ 
| prepaid before after dozens paoyeee 


oj axes including all 
cone, — — shipped premium and 
- , 


discount vacation pay 


Total man- 


employees 


$56, 620, 850 $6, = 246_| $4, 150,350 | 27,293,281 | $32,896,817 | 25, 681. 758 
59, 409, 591 5, 552, 471 3, 428, 569 | 27, 466, 052 35, 796, 623 | 24, 895, 846 
52, 765, 241 1, 998,548 | 1, 158, 747 | 21, 862, 812 31, 504,426 | 21,472,919 
54,881,791 | 3,467,055 | 1,951,892 | 23, 365, 968 31, 505, 141 20, 596, 834 
59, 670,911 | 3,790,339 | 1,811,416 | 22, 987, 942 34, 124,409 | 20, 958, 997 
58, 789, 381 | 2, 275, 621 942. 504 | 22, 701, 589 34, 617, 634 | 20, 385, 137 
53, 508, 651 1, 026, 227 255, 815 | 19, 337, 151 31, 744, 522 | 16, 703, 501 
48, 315, 607 1 683, 786 | ! 1, 107, 882 | 18, 932, 833 26, 976,496 | 15, 858, 009 








Mr. We tts. You will note by referring to that table that earnings 
after taxes dropped from $4,150,000 or 7 percent of sales in 1947 to 
an overall loss in 1954 of $1,108,000. During the same period, total 
shipments in number of dozens dropped from 27,293,000 to 18,933,000 
or a loss of 34 percent. Manhours of work dropped from 25,682,000 
to 15,858,000 or a loss of 38 percent. 

Please note that, while this has been happening to our domestic 
pottery industry, our country as a whole has been enjoying one of the 
most prosperous periods in its history; and more new homes, needing 
new dishes, have been built than ever before in the same length of time. 

During that same period of steady and rapid deterioration in 
United States production, earnings and employment, imports of 
earthenware dinnerware have increased over 300 percent and imports 
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of china dinnerware more than 700 percent. Practically all of these 
huge increases have been accounted for by imports from Japan. 
It should be particularly noted that these spectacular increases in 
Japanese exports to the United States occurred in spite of the fact 
that fully 90 percent of these exports came in under the original 
rates of the 1930 Tariff Act. 

Tariffs were reduced in both the English and French treaties on 
certain classifications of both china and earthenware, but these con- 
stituted only a small part of total imports of dinnerware, which, before 
the war, as now, are principally from Japan. 

So the re presentativ es of our country, with the picture before them 
of a dying industry with thousands ‘of unemployed in the United 
States, and a flourishing, expanding industry in Japan, proceeded to 
agree to duty reductions on 11 categories of tableware under para- 
gr raphs 210,211 and 212. The one category on which no reduction was 
made was plain white undecorated china tableware, of which I doubt 
whether we import as much as $1,000 worth in a year. Perhaps some 
of the masterminds in the State Department can explain why nothing 
was done to encourage Japanese exports of this class of dinnerware. 
I am sure I can’t. 

However, the intense desire of the State Department to turn over 
the entire American market to the Jap producers becomes quite cleat 
in the following statement preceding the announcement of the amount 
of the tariff reductions on decorated chinaware: 

In order to give Japan a substantial concession on the particular types and 
grades of chinaware exported to the United States in largest quantities, a new set 
of value brackets was established. 

You will note the opening phrase, “In order to give Japan a sub- 
stantial concession.’”’ I defy anyone to find anywhere i in the volumi- 
nous writings of the State Department, in connection with the Trade 
Agreements program, any corresponding statement relative to giving 
the United States producer of competitive products a substantial 
concession—or any concession. 

They make it very clear that in order to make it completely im- 
possible for the American producer and his employees to compete 
with the pauper labor of Japan, they do not hesitate to cut up the 
present classifications in the tariff law into little segments. This, 
of course, without any consultation with Congress who, under our 
Constitution, is obligated to regulate foreign commerce. 

The reductions to which the United States negotiators agreed on 

the various types of tableware ranged from 7} to 50 percent. The 
reduction on the classification, which has heen most injurious to the 
American producer, was 41 percent. Since we could not come close 
to meeting the Jap prices under the old tariff rates, it is not hard to 
imagine what will happen to us if the importers take advantage of the 
new rates. 

In this connection, it might be well to note, as another indication 
of how little attention is paid to the will of Congress by the State 
Department that, while the negotiation of this treaty was conducted 
under the 1954 renewal of the Trade Agreements Act, which permitted 
reductions of 50 percent of the January 1, 1945 tariffs, nevertheless 
it was completed and signed about June 10 of last year. This was 
after both Houses had agreed to the provisions of H. R. 1 that here- 
after reductions should be limited to 15 percent over a 3-year period. 


75018—56——_54 
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And while on the subject of the way the State Department has 
brushed off Congress and its intentions, we cannot avoid mentioning 
the escape clause. After applying the “big pressure”’ to prevent its 
original inclusion in the Trade Agreements Act and getting licked, 
they have so strongly and successfully opposed its proper operation 
that, of the dozens of industries that have applied for relief from 
proven injury, only a trickle of five or six have received a minimum 
adjustment that has proved to be of little, if any, benefit. 

The general feeling among industries such as ours is that there is 
no possibility of adequate tariff relief so long as the present clique in 
the State Department is controlling our foreign commerce. That the 
only benefit that might be derived from an escape clause application 
would be that we could say we had tried that dead end avenue, when 
we came before Congress with general or specific quota bills to save 
our industry and its workers. 

Incidentally, as far as the pottery industry is concerned, the 
restoration of the full 1930 tariff rates would not be of the slightest 
help, as indicated by earlier statements in this brief. 

We particularly resent, as must all fair-minded people, the recent 
publication by the State Department of the brochure titled ‘Intro- 
ducing the Organization for Trade Cooperation.” It is unthinkable 
that one of the great administrative agencies should use our tax money 
to present to the public a highly distorted, one-sided picture of a most 
controversial issue. This publication would certainly justify a de- 
mand from Congress that the State Department be required to register 
as a lobbying agency. 

I am not an international lawyer, but a study of the provisions of 
OTC seems to make it quite clear that the Department of State, hav- 
ing taken over from Congress virtually complete regulation of our 
foreign commerce, are now attempting to pass this power along to the 
Organization for Trade Cooperation, where our country’s representa- 
tive will have 1 vote out of 35. And when that representative will 
undoubtedly be chosen by Mr. Dulles, domestic industry is placed in 
double jeopardy. 

I have neither the time nor the desire to bring forth all of the state- 
ments in the State Department pamphlet to which we object, but I 
cannot refrain from commenting on 2 or 3. 

They quote from President Eisenhower’s remarks as follows: 


We would thus demonstrate to the free world our active interest in the promo- 
tion of trade among the free nations. 


Surely if the free world has not been "convinced during the past 22 
years, by our efforts to stimulate international trade, they are not 
going to be impressed by the passage of OTC. During that time we 
have lowered more tariffs, and to a greater degree than all the other 
nations combined. 

In another place we find the sentence, ‘“‘When trade is manipulated 
by governments to deprive people in other countries of their liveli- 
hood, it can cause international quarrelling and retaliation.” No- 
where do we find the least interest or concern in the livelihood of the 
taxpaying United States citizen. It obviously is of much more im- 
portance to the State Department that a Japanese potter should not 
be irritated than that an American potter should be able to find work 
to support his family. 
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The way the Department strains to disclaim any powers for OTC 
is in itself a warning signal, particularly when the articles of the OTC 
make it quite plain that the new organization is to give full effect to 
the purposes and objectives of the General Agreement on Tariffs and 
Trade, which agreement, as you know, the State Department has never 
dared to submit for congressional approval. We disagree completely 
with the excuse the Department gives for failing to do this, that the 
Trade Agreement Act authorizes the President to commit this country 
to all the provisions of GATT. 

We cannot believe, in view of all the evidence and statements pro- 
duced at these hearings, that Congress will further abrogate its con- 
stitutional powers to regulate our foreign trade, to an international 
body such as the Organization for Trade Cooperation. 

The CuarrMAN. Does that complete your statement, Mr. Wells? 

Mr. We tts. Yes, sir. 

The CuarrMAN. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

The next witness is Mr. Torbert. Is Mr. Torbert here? Come 
forward, please, sir. Please give your name, address, and the capacity 
in which you appear for the record. 


STATEMENT OF EDWARD L TORBERT, VICE PRESIDENT, 
ONONDAGA POTTERY CO. 


Mr. Torsert. Mr. Chairman and members of the committee, my 
name is Edward L. Torbert. I am vice president of the Onondaga 
Pottery Company, manufacturers of vitrified china tableware. 

At every opportunity afforded by public hearings since inception 
of the Trade Agreements Act I have spoken on behalf of the vitrified 
china industry of the United States. Today I represent the same 
industry interests as well as the company with which I am presently 
employed. 

May I make plain at the outset of my remarks that I am not opposed 
to international trade and United States participation init. Exchange 
of goods between nations is a desirable practice when this can be 
carried on to the mutual advantage of participating countries. 

We are considering here the proposal, H. R. 5550, which would 
authorize a procedure in implementation of section 350 of the Tariff 
Act of 1930 and our Trade Agreements Extension Act of 1955 through 
United States participation in the Organization for Trade Cooperation 
and subscription to the General Agreement on Tariffs and Trade. 

To the extent that this trade legislation, enacted and proposed, 
stimulates trade between nations that is mutually advantageous, | 
favor it. However, when the intentions of the proposers and adminis- 
trators of such legislation are clearly dedicated to expanding inter- 
national trade on the theory that greater trade is a desirable objective 
in itself, then I am unalterably opposed to it. 

While I shall speak with respect to H. R. 5550, it is impossible for 
me to contemplate this proposed legislation except in the light of 
bitter firsthand experience in seeking relief from fateful decisions of 
committees and negotiators whom you have, to date, entrusted with 
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the responsibility of entering into equitable trade agreements with 
other nations. 

We have in this country many long-established industries using 
native raw materials, employing American workers efficiently at 
United States labor rates and supplying products for the United States 
markets which they helped to create. 

It is an indisputable fact that our Government has assisted and 
encouraged the production and imports of displacing foreign products 
as a means of making available the dollars needed by foreign countries 
to pay for needed United States exports. 

This reckless sacrifice of American job security and capital invest- 
ment is the work of individuals to whom Congress has turned over the 
nett to negotiate trade agreements. Under their handling, the 

urden of foreign aid, which should be shouldered equally by all 
citizens, is being forced upon a helpless segment of our industrial 
economy. 

Aside from the injustice of this inexcusable hurt to individuals and 
industries, we have, in my opinion, clear warnings of danger to our 
general economy and standards of living. 

Just a word about our vitrified china household tableware industry. 
At each hearing to which reference has already been made I reported 
the progress of imported china tableware. Today I have the latest 
available information. In 1955 the total imports of household china 
tableware, including Japan, United Kingdom, and Germany, reached 
the amazing total of 6,872,000 dozens. This is more than 90 percent 
of all the household china purchased in the United States in 1955. 
Our United States producers of china tableware shared among them- 
selves less than 10 percent of our United States market. What per- 


centage of our market must any industry give up to the foreign low 
g y . g p g 


wage producers before it can be assured 
of any part of our market? 

The ascendancy of foreign producers in world markets is a matter 
of record. American manufacturers, who were at first concerned with 
retention of their foreign business, now find their domestic trade 
threatened by imports. A growing number of such firms is being 
obliged to transfer operations to low wage areas abroad in an attempt 
to cope with this situation. 

I can report that, within my limited acquaintanceship, there are 
men in 3 industries who have swung from a public position of freer 
trade to a private admission that American business must be 
protected—this in a 2-year period. Each has felt or foresees the pinch 
of foreign competition. Each, for reasons of expediency, must be 
silent at this time. 

I do not feel that I exaggerate this situation. I am also concerned 
over dependence on the escape clause section of the Trade Agreements 
Act of 1955 and provisions of section 336 of the Tariff Act of 1930 to 
relieve these problems. Both are cumbersome procedures even if 
there were a disposition to make the best possible use of them. 

With the economic effects of rising foreign competition making 
themselves felt in all parts of our land, a further divoreing of foreign 
trade regulation from congressional control could have grave conse- 
quences indeed. 

I share the opinion of many, and I hope you gentlemen are included, 
that this is no time, if there ever is a right time, to surrender any 


y our negotiators at GATT 
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right to control our industrial and agricultural destiny to an inter- 
national body of economists whose interests and ideologies differ 
greatly from our own. 

There can be no doubt that, in matters of trade, the GATT has 
served certain nations well and that representatives of the United 
States in that body have yielded much in pursuit of their goal of an 
international trade organization with teeth in it. 

United States delegates are on record as opposing our use of quotas, 
tariffs and other regulatory devices; the need for which the Congress 
of the United States, on the other hand, clearly recognizes. Yet our 
United States delegates to the GATT approve the use of trade controls 
by other GATT members. 

Presumably, the United States would have to be reduced to a rela- 
tive position of economic and trade disadvantage before our delegates 
would ask other nations to permit the Congress of the United States 
to employ trade controls as a means of raising the level of American 
industrial and agricultural activity to that of GATT members in 
general. 

This “give away” attitude evidenced by our delegates may explain, 
in part, the mockery which is made of peril point hearings and other 
procedures legislated by Congress to provide just treatment of 
domestic industries. 

In conclusion, I should like to borrow two paragraphs from the 
letter of a businessman which, I understand, each of you has received 
recently: 

In this day, when much of United States industry is still adjusting to the 
postwar effects of international trade revival and when we hear increasing talk 
of commercial exchange with countries behind the Iron Curtain, I wonder if we 
are moving in the right direction with GATT and OTC. 

W ould it not be more prudent for us, instead, to bring a little closer to Congress 
the control of our imports and exports to make sure that industry and agriculture 
in this country are kept strong in our fight to save democracy from communism? 

I appreciate very much, gentlemen, your courtesy in permitting 
me to appear. 

The CuarrmMan. Does that complete your statement? 

Mr. Torsert. That completes my statement, sir. 

The CHarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, thank you, sir. 

Mr. Reep. Mr. Chairman, I ask unanimous consent to insert in 
the record at this point a table showing the increase in imports of 
tableware and chinaware. 

The CuarrMan. Without objection it is so ordered. 

(The table referred to follows:) 
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Chinaware household table and kitchen articles: United States production and imports 
for consumption,! 1950-64, and January—Seplember 1955 


{Quantity in thousand dozen pieces—value in thousands of dollars] 


| 
Production 2 |Imports for consumption 
ce 
Year 


Quantity Value Quantity a 


| ES en a ee Pee ee 808 13 036 5, 364 12. 848 
Pc ie chin wrt isin Scone cic ale tne ok emataadie canmnatitoaacn tania 814 15, 621 4, 354 11, 808 
Lge Ide tb nce tees Mie) DAI 800 14. 000 4 968 11, 683 
RENO @...0cssccndaaaddsectaeendhenantdanbeksadamoenaaee n. a. n. a. 6, 267 13. 447 
1955 (January-September)?_________- ok bos Si thc ae eines n. a n. a. 5, 154 10, 886 







1 Exports are insignificant. 
? Production of the United States china dinnerware industry through 1952 compiled from data collected 
by the U. 8. Tariff Commission in its chinaware investigations. Production for 1953 is estimated. 
> Preliminary, and imports are partly estimated. Siace July 1, 1953 officially reported import statistics 
fully compiled by the Bureau of the Census have omitted certaia low-valued importations formerly included 
in such officially reported statistics. Estimates of these omitted imports, based on an officially tabulated 
monthly sample of the omitted entries, are included in the figures shown in this table. 


Tariff—The full rates of duty on chinaware household table and kitchen 
articles in the Tariff Act of 1930 were 10 cents per dozen pieces plus 60 percent. 
ad valorem for plain ware, and plus 70 percent ad valorem for decorated ware. 
The rates have been reduced on all types of ware except low-priced, plain, felds- 
pathic china, imports of which account for a very small part of total imports of 
chinaware table and kitchen articles. 


The present effective rates of duty range from 30 percent ad valorem to 10 cents 
per dozen pieces and 60 percent ad valorem. Their average ad valorem equivalent 
rate based on imports from September 10 to December 31, 1955 is 50 percent. 

The Cuarrman. The next witness is Mr. Richard G. Hansen. Mr. 
Hansen, please come forward, give your name and address and the 
capacity in which you appear. 


STATEMENT OF RICHARD F. HANSEN, CHAIRMAN, INTERNA- 
TIONAL TRADE AND TARIFF COMMITTEE, MANUFACTURING 
CHEMISTS’ ASSOCIATION, INC. 


Mr. Hansen. My name is Richard F. Hansen. I am the chairman 
of the International Trade and Tariff Committee of the Manufacturing 
Chemists Association. 

The members of the association produce more than 90 percent by 
weight of the chemicals produced in the United States. 

I appear at the direction of the board of directors of the association, 
which has approved this statement. Under similar circumstances, 
representatives of the association have appeared at a number of 
congressional hearings on the subject of foreign trade policy over the 
past few years. In general, these representatives have endorsed the 
administration’s broad foreign economic policy objectives. We agree 
entirely with the administration’s view that the “safety and self-interest 
of this Nation are inextricably tied in with the security and well-being of 
other free nations.’”” We do, however, have serious misgivings 
regarding H. R. 5550. 

As you know, H. R. 5550 would authorize United States member- 
ship in the Organization for Trade Cooperation (OTC). OTC is an 
international organization formed by the 35 contracting parties to the 
General Agreement on Tariffs and Trade for the express purpose of 
furthering ‘‘the achievement of the purposes and objectives set forth 
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in the General Agreement on Tariffs and Trade” (GATT). Since 
OTC is designed to administer the GATT and carry out certain GATT 
functions, it would be inseparable from, and the alter ego of, the 
GATT. Hence, approval of H. R. 5550 would be equivalent to 
approval of both OTC and GATT. Consequently, any considera- 
tion of the advisability of H. R. 5550 must inevitably concern itself 
with an appraisal of both OTC and GATT, and if either OTC or 
GATT is found not to merit Congressional approval, H. R. 5550 
should be rejected. 

We believe the entire subject of GATT and OTC is so complicated 
that it calls for the most careful study by the Congress. If, in making 
such a study, Congress disregards the separate forms of GATT and 
OTC and considers them as a single unit, which in effect they are, we 
are convinced it will not look upon this combination with favor. 
Under the circumstances—we believe the Congress should not pass 
H. R. 5550. 

The GATT is an executive agreement, entered into by the executive 
department of the Government in 1947 in reliance upon the authority 
granted to the President by Congress in the Trade Agreements Act 
of 1934.' The action taken has never been reviewed by the Congress. 
The validity of the action taken has never been passed upon by the 
Supreme Court. The constitutionality of United States participation 
in the GATT has been questioned on a number of occasions. Cases 
bearing upon legality of the Trade Agreements Act and the GATT 
are now pending in the courts.2, The American Bar Association has 
disapproved of H. R. 5550 as an improper delegation of Constitutional 
authority.’ 

In the interest of saving the time of this Committee, we attach, 
as an appendix, our detailed study of the OTC and GATT, which 
we believe will be helpful to members of the committee. We request 
that this appendix be included in the record as a part of this statement. 

Leaving to others all discussion of the constitutional questions 
raised as to the GATT and H. R. 5550, it seems to us that United 
States participation in the GATT and membership in OTC are im- 
proper and improvident for the following reasons: 


I, THE OBJECTIVES OF OTC AND GATT ARE INCONSISTENT WITH THE 
FOREIGN TRADE OBJECTIVES AND POLICIES OF THE UNITED 
STATES 


The primary function of OTC, as stated in its organizational agree- 
ment, is ‘‘to further the achievement of the purposes and objectives 
set forth in the General Agreement on Tariffs and Trade.” (Art. 1.) 
In the GATT, as revised by the 1955 amendments, these purposes 
and objectives are stated to be: 


Raising standards of living; 


Insuring full employment and a large and steadily growing volume of real 
income and effective demand; 


1 The State Department has stated: ‘The GATT itself was not submitted for congressional approval, 
because Congress has already given the President the authority to enter into trade agreements with other 
countries. This authority is in the Trade Agreements Act, which has been in effect since 1934." (De- 
partment of State Publication 6268, revised January 1956, p. 13.) 

2 Morgantown Glassware Guild, Inc. v. Humphrey, Secretary of the Treasury (pending on appeal in U. 8. 
Court of Appeals for the District of Columbia); Star-Kist Tuna Company v. U. S. (pending in U. 8. Customs 
Sourt). 

3 American Bar Association Journal, November 1955, Vol. 41, No. 11, p. 1078. 
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Developing the full use of the resources of the world and expanding the produc- 
tion and exchange of goods; and 


Promoting the progressive development of the economies of all the contracting 
parties. (GATT, art. I, 1.) 

It should be carefully noted that these objectives are not merely 
ideals to be achieved by each member country of OTC within its 
own boundaries, but global objectives to be pursued by all members 
throughout the territories of all members. Hence, if the United 
States were to become a member of OTC, it would undertake to 
insure ‘full employment,” and so forth, not only in this country but 
in all other countries which become members of OTC. 

The concept of “full employment” as a responsibility of govern- 
ment has been expressly repudiated as a guiding principle of United 
States policy, even when restricted in application to employment 
within our own borders. Predecessors of the Employment Act of 
1946 proposed that Congress declare it to be a responsibility of the 
Government to maintain “full employment” in the United States. 
This theory was unqualifiedly rejected by the Congress as irrecon- 
cilable with the philosophy of free enterprise, as entailing continued 
deficit spending, and as destructive of the system which has made 
this Nation strong and great and given us the highest standard of 
living attained in history. In turn, a fundamentally different con- 
cept was reaffirmed—one that was designed to encourage individual 
initiative and individual self-reliance. 

In the face of this outspoken refusal of the Congress to adopt a 
policy of Government-promoted ‘full employment” on a domestic 
basis in 1946, the objective of international “full employment” was 
nevertheless accepted on behalf of the United States on October 30, 
1947, through the medium of the GATT. This unusual procedure 
appears even more incongruous under the proposal for the United States 
to join OTC. For, just as the rejected proposal assumed that it was 
proper for the United States to ‘tan for and guarantee “full employ- 
ment” for American citizens, the present proposal would ratify the 
Government’s role in “insuring full employment” in 35 countries, 
and authorize OTC to achieve it. 

Few people are likely to disagree with the idea that a high level 
of employment is desirable. Of course it is; but not without regard 
to the means by which it is accomplished, or the services performed, 
or the conditions under which they are performed. The report of 
the House Committee on S. 380, which became the Employment Act 
of 1946, stated: 


* * * the way in which to achieve and maintain high levels of employment is 
to preserve and encourage the American system of free competitive enterprise, 
to aid in the development and maintenance of conditions favorable to stimulating 
new business, to encourage individual initiative and individual self-reliance, 
to avoid Government competition with private business, and above all to adopt 
sound fiscal practices and maintain the credit of the United States. 

* * * * * * * 
It is time for a reaffirmance. It is time for a declaration that really means 
something. It is either private enterprise or stateism. A declaration at this time 
is imperative if private enterprise is to function. The declaration must be 
sound. It must not be hampered with guaranties or assurances that would 
destroy. 

* * * * * * * 

Government assurance or guaranty of full employment * * * would mean 

Government regimentation of our economy and the destruction of the American 
free competitive enterprise system * * *. (Report 1334, 79th Cong., 1st sess.) 
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The statement of the House managers which accompanied the 
conference report left no doubt that the theory of ‘full employment” 
as a responsibility of Government had been emphatically defeated. 
(Report 1520, 79th Cong., 2d sess.) 

In the face of this decisive action, it is difficult to understand how 
the concept of ‘full employment” as an obligation of government 
could seriously be entertained in the United States. 

The objectives of GATT also differ from those stated in the Tariff 
Act of 1930, which specifically declares that its purposes are— 
to regulate commerce with foreign countries, to encourage the industries of the 
United States, and to protect American labor * * *. 
and in the Trade Agreements Act of 1934, which states that its purpose 
is— 

* * * expanding foreign markets for the products of the United States * * * by 
regulating the admission of foreign goods into the United States in accordance 
with the characteristics and needs of various branches of American produc- 
tion * * *, 

Accordingly, enactment of H. R. 5550 would involve approval by 
Congress of a new set of objectives different from the objectives 
announced by Congress in our tariff and trade laws. If it were to 
approve H. R. 5550, Congress would relinquish a large element of 
control over the trade of the United States. 

United States legislation also conflicts with a number of specific 
trade rules in part II of GATT, or at least might be so interpreted by 
OTC under the powers conferred upon it under Articles 12, 13, and 14 
of the OTC Agreement. These conflicts include, among others, 
provisions in our laws authorizing: 

(a) Payment of subsidies on exports, and imposition of quotas on 
imports, of agricultural products; 

(b) Imposition of restrictions on imports to prevent a threatened 
impairment of national security; 

(c) Use of American selling price as a basis of customs valuation; 
and 

(2) Imposition of antidumping and countervailing duties, and use 
of escape clause actions. 

It would be helpful to consider these separately at somewhat greater 
length. 

(a) The subsidizing of exports of agricultural products and the 
imposition of import quotas on such products have been authorized 
by the Congress (Agricultural Adjustment Act, sec. 22). Both 
conflict with the rules of GATT, except on conditions not found in 
the United States laws and so restrictive as to be of doubtful value 
to this Nation if enforced according to their terms. (See GATT, 
arts. XI to XVI.) Indicative of the hostility abroad to our agricul- 
tural policies in this respect is the comment of the Manchester Guard- 
ian that the United States request for a waiver on such practices was 
tantamount to asking for ‘legal permission to live in a state of sin.”’ 
The revised GATT would tolerate export subsidies of agricultural 
products only to the extent of preserving a country’s ‘‘equitable share”’ 
of world trade (GATT, art. XVI). OTC, of course, would be (as the 
contracting parties now are) the sole judge as to what an ‘‘equitable 
share’ would be (OTC Agreement, art. 14 (a)). 

The imposition of the import quota on cheese illustrated the 
obstacles which GATT places in the way of executing congressional 





846 ORGANIZATION FOR TRADE COOPERATION 


policies. A few years ago, our Government imposed quotas on im- 
ports of cheese under the authority, first, of the Defense Production 
Act and, later, the Agricultural Adjustment Act. Since the domestic 
production of cheese was not re lated, the imposition of any quota 
on imports thereof was prohibited by GATT. The contracting 
parties to GATT held that our quotas constituted an “impairment” 
of concessions granted by the United States, justifying compensating 
retaliatory action by nations adversely affected, and requested our 
Government to discontinue the use of the cheese quota. Under the 
authority of this ruling, the Netherlands reduced its import quota 
for United States flour a 20 percent. 

In securing a waiver covering the continuance of the import quota 
on condition that efforts would be made to secure the abandonment of 
the quota, and in consenting to retaliatory action by other nations, 
the United States representative recognized the authority of contract- 
ing parties to brand as illegal, and to penalize the United States for, 
action taken under the authority of an act of Congress. Under the 
circumstances, the waiver “would seem to have achieved nothing but 
removal of the stigma of illegality while retaining the ianalty. 
(Bronz, International Trade Organization, 69 Harvard Law Review, 
440, 453.) 

Mr. Willard L. Thorp, formerly Assistant Secretary of State, has 
stated that: 


* * * The United States has carefully explained its various escape clause actions 
to the GATT, and in the case of these restrictions, admitted that its action was 
such as to permit retaliatory action by other countries. When Congress called 
for the termination of the United States trade agreement with Czechoslovakia, 
the United States asked permission of the other members of GATT before taking 


such action * * *. (Trade, Aid or What? 1954, p. 75.) 


(6) The imposition of restrictions on imports to prevent a threatened 
impairment of national security is authorized by the Trade Agree- 
ments Extension Act of 1955, under conditions not authorized by 
the GATT. Although article XXI of GATT appears to allow each 
contracting party to take “any action which it considers necessary 
for the protection of its essential security interests,’ the members of 
OTC, by majority vote, could determine whether or not the specified 
conditions necessary to justify such action actually existed. (OTC 
agreement, articles 12-14). An unfavorable determination by OTC 
would render action taken by the United States a violation of GATT. 

(c) The use of American selling price as a basis of customs valuation 
is expressly required by the United States Tariff Act for the protec- 
tion of the American coal-tar chemical industry. However, it is just 
as clearly prohibited by GATT, which countenances the use only of 
actual value, whatever that may mean (article VII). 

(dq) Antidumping and countervailing duties and escape clause 
actions which are authorized by United States statutes are permitted 
by GATT only on conditions so restrictive as to make their availa- 
bility to the United States conjectural and their use subject to review 
by the contracting parties (article XI to XXI). 

Moreover, the objectives of GATT are of such broad scope and 
its provisions stated in such sweeping terms that in actual practice 
many other important points of conflict with United States legislation 
would unquestionably develop. 
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II. ADHERENCE TO THE GATT AND MEMBERSHIP IN THE OTC SUBORDI- 
NATES OUR LAWS AND POLICIES TO THE PROVISIONS OF GATT AND 
OTC 


Since its inception, the GATT has been in effect only provisionally, 

and part II thereof (the commercial policy provisions) has been in 
rovisional effect only to the fullest extent not inconsistent with 

legislation existing on the date on which a country became a con- 
tracting party. In the case of the United States, that date was 
October 30, 1947. Thus, our representatives did not commit the 
Congress to amend immediately then existing legislation to conform 
to the GATT, but did undertake on behalf of the United States, that 
any subsequently enacted legislation would be in harmony with the 
GATT. Consequently, our delegates to the GATT have been called 
upon to ae and have been criticized for, inconsistent legislation 
subsequently enacted by the Congress to meet domestic needs, such 
as our Agricultural Adjustment Act of 1951. 

Moreover, the exemption accorded to legislation existing on October 
30, 1947, was only temporary and, looking ahead to the time when the 
GATT would become fully effective, it was contemplated that each 
contracting party would revise its existing laws to conform to the 
GATT. In fulfillment of this understanding, legislation has been 
repeatedly introduced to eliminate from our laws those features in 
conflict with the GATT. The obligation to do so was intensified by 
action taken at the ninth joint session of the contracting parties 
(October 1954—March 1955). Each contracting party is now ex- 
pected to conform with GATT within 3 years any of its laws in effect 
on the date of its accession to GATT which conflict with GATT 
(basic instruments and selected documents, definitive application, 
p. borg 

take unusual procedure, advance commitments have been 
aa which, by their terms, would appear to preclude the Congress 
from taking contrary action, even though the Constitution has 
imposed on the Congress the exclusive responsibility of regulating 
the foreign commerce of the United States. 

Equally significant is the uncertainty which exists as to the future 
consequences of our adherence to the GATT and membership in the 
OTC. Although provision has been made whereby a contracting 
party may continue its provisional acceptance of part Il of GATT as 
revised (i. e., may withhold any commitment to revise or subordinate 
laws which were inconsistent with the GATT on October 30, 1947), 
the obligation to avoid adoption of inconsistent legislation after that 
date would still exist. Fulfillment of this obligation would therefore 
mean that, to the extent the contracting parties may act, they, and 
not the Congress, would, in effect, be legislating our laws. 

Can such action be read into authority to enter into trade agree- 
ments for the purpose of ‘expanding foreign markets for the products 
of the United States * * *’? 

In addition, OTC may, by its own action, determine to become a 
specialized agency of the United Nations (article 11 (b)). 

We do not believe it in the best interests of the United States to so 
subordinate our laws, and the right and responsibility of the Congress 
to make new laws, to the control or approval of an international 
organization, or to involve the United States in commitments which 
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expose it to criticism for failure to live up to its obligations, or lead 
one branch of our Government to apologize for the aciion of another 
branch. In the lizht of experience, it seems inevitable that passage 
of H. R. 5550 would result in further contradictions with our laws and 
principles which, in turn, would lead to confusion, uncertainty and 
much hiigation. 


III. THE PROPOSED FUNCTIONS AND AUTHORITY OF THE COMBINED 
GATT—-OTC ARE TOO BROAD 


The GATT consists of 67 closely packed pages of text plus several 
hundred additional pages of decisions, rulings, interpretations, excep- 
tions, waivers, etc. As heretofore pointed out, its stated objectives 
are not in accord with our declared policies. Many of its provisions 
are contrary to our existing laws. In 1954 the Commission on 
Foreizn Economic Policy recommended in its report to the President 
and the Congress that: 


The organizational provisions of the General Agreement on Tariffs and Trade 
should be Taneaabiated with a view to confining the functions of the contracting 
parties to sponsoring multilateral trade negotiations, recommending broad trade 
policies for individual consideration by the legislative or other appropriate au- 
thorities in the various countries, and providing a forum for consultation regard- 
ng trade disputes. 

Here was a clear-cut, unanimous recommendation. It was con- 
curred in by representatives of both branches of Congress and mem- 
bers of both political parties. Such unanimity is deserving of careful 
consideration. 

If this recommendation were being carried out—if the revised 
GATT (including OTC) so confined the functions of the contracting 
eo ten rat objectionable features of the GATT would be removed. 

ut, unfortunately, H. R. 5550 and the OTC agreement do not carry 
out this recommendation. On the contrary, we find that H. R. 5550 
and the OTC agreement would merely segregate the functions of 
the contracting parties so that part of them would remain under the 
GATT while the others would be transferred to a newly formed 
organization, under an agreement which provides that: 

The members of the Organization shall be the contracting parties to the general 
agreement. Governments which become or cease to be contracting parties to 
the general agreement shall become or cease to be members of the Organization 
(article 2). 

This division of the functions of the contracting parties under two 
separate documents accomplishes none of the Randall commission 
recommendations except to provide a new forum for consultation 
which differs from the old one in name only. 

We search the revised GATT and OTC in vain for any provision 
under which either the contracting parties or OTC would be required 
to “recommend broad trade policies for individual consideration by 
the legislative or other appropriate authorities in the various coun- 
tries.”’ No right of supervision or control or prior approval by the 
Congress—our legislative authority—over broad trade policies adopted 
by the contracting parties is provided for in either the GATT or OTC. 
And, both GATT and the OTC are self-contained and each is self- 
amending (GATT article XXX; OTC agreement articles 3 (d) and 16). 

Mueh has been made of the fact that the OTC agreement pro- 
vides that: 
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The Organization shall have no authority to amend the provisions of the general 
agreement; no decision or other action of the assembly or any subsidiary body of 
the Organization shall have the effect of imposing on a member any new obliga- 
tion which the member has not specifically agreed to undertake (OTC agreement 
article 3 (d)). 

This prohibition against amendment of GATT by OTC would not, 
however, prevent the members of OTC from amending the OTC 
agreement, nor prevent the contracting parties to GATT from amend- 
ing GATT itself. 

Regarding the suggested limits as to the powers of the OTC to 
make decisions, one may have serious doubts. The very purpose of 
the OTC is to make and enforce decisions. Under the OTC agree- 
ment, it would “take’’ decisions, investigate and make recommenda- 
tions regarding claims of ‘‘nullification” or “impairment” of obliga- 
tions (the phraseology used to designate claimed violations of the 
GATT), give “rulings” on such matters, ‘authorize’ the contracting 
parties to suspend concessions made or obligations assumed by them, 
and determine a member’s “equitable share’ of a world market 
(articles 12, 13 and 14). 

How the line is to be drawn between administering the agreement (which 
inevitably involves interpreting its often very general language) and avoiding 
the imposition of obligations which the member has not specifically agreed to 
undertake is not at all apparent. 

* ** * * * * * 

Obviously, the form of the OTC agreement, and its disclaimer of any power 
to impose new obligations, had their origin in the Randall commission recom- 
mendation quoted above. The participating. countries obligingly cooperated in 
formulating a text at once clumsy and disingenuous. It would have been simpler 
to have a single text rather than two. It would have been more candid to recog- 
nize that the power to define obligations differs only in shadowy degree from the 
power to impose obligations. Whether this mumbo jumbo will attract any sup- 
port for GATT from the constitutional critics in Congress remains to be seen; 


* * * (Bronz, International Trade Organization, 69 Harvard Law Review 440, 
475, 478). 


In this connection, mention should be made of the voting rights of 
the members of the OTC. In the assembly of the organization, the 
United States would have only 1 vote out of a total of 35. As such, 
the United States (with a population of 166 million) would be on a 
par with Luxembourg (which has a population of 300,000), and even 
Communist Czechoslovakia. 


It is hard to see how the ‘1 country, 1 vote’’ rule can stand critical examina- 
tion. No precept of democracy calls for assigning an inhabitant of a small country 
bigger representation in international councils than an inhabitant of a big country. 
In the International Monetary Fund and the International Bank for Reconstruc- 
tion and Development, where substantial financial contributions from partici- 
pating countries were required, voting strength was distributed largely on the 
basis of the size of the contributions. To some extent, GATT’s unitary vo‘ing 
rule is qualified by provisions assigning to the Monetary Fund (where the United 
States, e. g., casts 27 percent of the votes) the decisive voice in passing on the 
financial necessity for QR’s (i. e., quantitative restrictions) and for their dis- 
criminatory use * * *, (Bronz, International Trade Organization, 69 Harvard 
Law Review 440, 479). 


The same ‘‘1 country, 1 vote” rule would also apply when the assem- 
bly of OTC fixes the amount of the respective financial contributions of 
member nations, including the United States, to the expenses of OTC 
(article 9 (b)). 

The executive committee of 17, which would include the 5 nations of 
“chief economic importance,’’ would be subordinate to-and derive its 
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authority from the assembly. Each of its members would likewise 
have one vote. The rules of the Organization may provide that a 
party t® a dispute before a subsidiary body may not vote on the subject 
of the dispute. Thus, the United. States might be deprived of any 
right to vote in committee on a matter of direct interest to it. 


IV. THE RIGHT OF ANY CONTRACTING PARTY TO TERMINATE ITS OBLIGA- 
TIONS UNDER GATT AND ITS MEMBERSHIP IN OTC WOULD NOT SOLVE 
THE PROBLEMS INHERENT IN GATT-OTC 


If failure to join OTC would “strike a severe blow at the develop- 
ment of cooperative arrangements in defense‘of the free world,’ 
membership in OTC would appear to be a point of no return. Surely 
if the reasons for joining are so compelling, the reasons for remaining 
a member of OTC, whatever the consequences, would be even stronger. 
If we dare not retreat from our present position, how could we ever 
retreat from the additional commitment which would result from OTC. 

It would seem beyond dispute that the very reasons urged for the 
United States to join OTC would be the strongest reasons why the 
United States should not do so. If the functions of the combined 
GATT-OTC were confined to sponsoring negotiations, recommending 
broad policies, and providing a forum discussion of problems, it could 
exist indefinitely with the respect and backing of all participants. 
Such an organization would have the advantage of durability, since all 
of its actions would be based on common consent and acceptance. 
No organization dealing with matters so fundamental to the welfare of 
participating countries, which is established on any other basis, can be 
expected to endure. We fear that the coercive features built into 

1ATT-OTC may cause frictions which will reduce, not encourage, 
cooperation between free and sovereign nations. 


V. RECOMMENDATIONS 


Under these conditions, we urgently request this committee to reject 
H. R. 5550, and to sponsor a joint resolution setting up a bipartisan 
committee of Senators and Congressmen to examine the GATT as a 
whole. The committee could also be instructed to suggest legislation 


further amending the Trade Agreements Act to provide for periodic 
review and control by Congress of the terms of United States’ participa- 
tion, to eliminate any question of excess delegation of authority, and 
at the same time, to spell out clearly and definitely the scope of 
authority granted. This association would be willing, if requested, 
to assist such a committee in finding a satisfactory solution to this 
problem which is of such national importance. 
(The appendix material submitted by Mr. Hansen follows:) 


AppENpDIx To OraL Testrmony GIVEN BY RiIcHARD F, HANSEN ON BEHALF OF 
THE MANUFACTURING CHeEMIsTs’ AssocraTION, INc., BEroRE THE HovsE 
Ways AND Merans Commirres, on H. R. 5550, Marcu 13, 1956 


Critical examination of principal provisions of— 

H. R. 5550—a bill to authorize United States membership in the Organiza- 
tion for Trade Cooperation. 

The Agreement on the Organization for Trade Cooperation (OTC) between 
the contracting parties to the General Agreement on Tariffs and Trade. 

The General Agreement on Tariffs and Trade as revised March 10, 1955. 

H. R. 5550, introduced by Hon. Jere Cooper to the House of Representatives 
on April 14, 1955 (84th Cong., Ist sess.). 
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A superficial reading of this bill might leave the impression that this is a simple 
matter. It is a short bill with only two provisions. It is an amendment to 
Part III (Promotion of Foreign Trade) of Title III (Special Provisions) of the 
Tariff Act of 1930, as amended, by addition of a new section to be disignated 
section 351. The preceding section 350 is better known as the Trade Agreements 
Act of 1934, as amended. 

Subsection (a) of proposed section 351 would authorize the President to accept 
membership for the United States in the Organization for Trade Cooperation, 
and subsection (b) would authorize appropriation of funds annually to the Depart- 
ment of State for this purpose. 

What does this subsection (a) of the bill say? It authorizes the President 
“tox accept membership for the United States in the Organization for Trade 
Cooperation provided for in the Agreement on the Organization for Trade Co- 
operation drawn up by the Contracting Parties, to the General Agreement on 
Tariffs and Trade. 

The text of the two documents referred to (the GATT and the OTC) are not 
made a part of this bill. 

Approval of membership in these organizations carries with it a delegation of 
authority to regulate our international trade through which Congress will lose 
control because that authority is to be redelegated by the executive branch to an 
international extragovernmental agency. 

As we understand this subject of delegation of authority, the Congress can 
delegate authority within the scope of its powers, provided it clearly delineates 
the purpose of the delegation, and scope of the authority grented, and provides 
for review by the Congress. In other words, the delegated authority must be 
kept under the control of the Congress. Of course, the Congress always has the 
right to repeal any previous legislation or to withdraw from a treaty, but the ex- 
ercise of such a right in this case could give rise to almost insurmountable difficulties. 
The impact of extreme retaliatory measures could so severely affect our domestic 
economy as to make withdrawal politically and economically impractical. 

‘| his matter is of such importance to our country and to each individual citizen 

that the House committee should recommend rejection of this bill and, instead, 
arrange for a,detailed examination of the purposes, objectives, pro\isions, and 
procedures in both of these two documents in order to determine with enlightencd 
good judgment whether or not this proposal is in the interest of the American 
veople. 
This determination is all the more important because, by its own terms,! the 
Organization cannot come into existence without the United States. No com- 
bination of contracting parties can account for the required 85 percent of total 
external world trade without participation by the United States. 


WHAT IS THE OTC? 


This bill is the implementation of a promise made by the Chairman of the 
United States delegation during the fifth session of the contracting parties acting 
jointly in November/December 1950. At that meeting it was announced that 
the United States had agreed that, while the proposed charter for an international 
trade organization would not be resubmitted to the United States Congress, 
appropriate legislative authority would be souzht to make American participation 
in the GATT more effective. The United States then suegested the creation of 
the necessarv administrative machinery, including a small permanent staff. It 
was promised that the executive branch of our Government would seek appropri- 
ate legislative authority for this purpose in connection with the renewal of the 
trade agreements program then due to expire June 12, 1951.2 

The Trade Agreements Extension Act of 1951 (H. R. 1612—Publie Law 50, 
June 16, 1951—82d Cong., Ist sess.) was the first to contain the now well-known 
“caveat’’ or warning that by such action Congress did not approve or disapprove 
the instrument known as the GATT. 

However, the contracting parties, including the United States, in September/ 
October 1951 created the ‘‘ad hoc Committee for Agenda and Intersessional 
Business,’’ a committee of 15 countries, * increased to 17 countries at the recent 
ninth session. The Secretariat services were then, and still are, supplied by the 
Interim Committee for an International Trade Organization, a division of the 
Economic Section of the United Nations Secretariat. 


! OTC, Art. 17 (c)—Entry into Force. 
2 GATT press release, Torquay/23, December 19, 1950. 
’ Department of State—PR 983, October 30, 1951. 
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One of the important reasons for the proposed OTC is to consolidate these stop 
gap measures and provide the GATT with a permanent organization. It dis- 
penses, but only on its face, with the awkward arrangement whereby the member 
countries convene to act jointly, by writing “contracting parties’ in capital 
or as administrator, judge, jury, and prosecutor, all in one, with no right of 
appeal. 
se he promise made in 1950 is now implemented through the introduction of 

. R. 5550. 

The 9th and 10th lines, page 1, of the bill refer to the OTC “provided for in the 
Agreement on the Organization for Trade Cooperation.” 

From the text of the Agreement (as published in GATT Basic Instruments and 
Selected Documents, Volume I (Revised ) April 1955, pp. 75-84), we find that the 
proposed Organization is established for the purpose of furthering the purposes 
and objectives of the contracting parties to the GATT.‘ One cannot evaluate 
the proposed OTC without referring to the GATT. This will be done later. 

Article 3 tells us first that a function of the OTC will be to “administer the 
general agreement and generally facilitate the operation of that agreement.” 
What does this mean? To get some idea, you have to take the text of the GATT 
and every time the words ‘ ‘contracting parties” appear in capital letters, change 
those words to ‘‘the Organization”’ meaning the ore. That game will be played 
later—see page 12. We are currently given to understand that the OTC repre- 
sents the organizational provisions of the GATT, mentioned in the Randall 
Commission majority report of January 1953.5 On the other hand, the executive 
branch of our Government has repeatedly stated that it has participated in the 
GATT under the authority delegated by the Congress in the Trade Agreements 
Act of 1934, as amended. Why do the organizational provisions of GATT now 
require approval of Congress? Why are the organizational provisions of GATT 
only, and not the substantive provisions being submitted for congressional ap- 
proval? Why does a new international organization have to be created to ad- 
minister another international organization? 

ls the scope of interest of new orzanization broader, or is it planned to be 
broader than the evisting one? 

The GATT is, for all practical purposes, chavter IV (Commercial Provisions) 
of the defunct Havana Charter for an ITO. While at present its acti ities are 
restricted to international trade questions and, while it is self-amendin~, it cannot 
be amended by the OTC.*® On the other hand, OTC is itself self-amendinz 
without any limitation ® and is therefore self-extending in its scope of both trade 
and economic relationships. 

Once we are in this Organization, could we wake up one day to find ourselves 
in something much broader than a multilateral trade arrangement? In his 
report to the Secretary of State, the Chairman of the United States Delezation to 
the Ninth Joint Session of the Contracting Parties fortunately warns us of pre- 
cisely this possi>ility, (p. 29). He reports: “Unlike the United States, many 
governments consider it desirable that the proposed new Organization be given 
comprehensive responsibilities in the field of international economic relations, 
such as the International Trade Orzanization would have exercised had it been 
established.’”?’ This broader approach was laid aside because ‘‘other govern- 
ments, however, also reco*nized the importance of avoiding action that mi«ht 
make it difficult for the United States to join the Organization for Trade Co- 
operation.”” Avoid making it difficult for the United States to join, but what 
about after we join? 


Relations with the United Nations Organization 


Article 11 (b) provides that the new Organization may be brought into relation- 
ship with the United Nations as one of the specialized agencies referred to in 
article 57 of the Charter of the United Nations. 

This means that the OTC would tie into the United Nations throuth the 
ECOSOC, which is already working on two other chapters of the Havana Charter, 
Interzov rene Commodity Agreements (ch. VI) and Restrictive Business 
Practices (ch. V). 

Althouzh we voted azainst it and refused to accept the seat offered, the first of 
these has been brouzht into existence as a Commission of the ECOSOC, known as 
the Commission on International Commodity Trade.’ In addition to this, the 


4 OTC, Art. 1—Establishment. 
§ Commission on Foreign Economic Policy—Report to the President and the Congress—January 1954—p. 
49. 
® OTC, Art. 3 (d), Functions, Art. 16, amendments. 
7 Report of the chairman of the United States delegation to the 9'h session of the contracting parties to 
the GATT—Geneva, Switzerland, Oct. 28, 1954, Mar. 7, 1955, p. 30, pt. I. 
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GATT itself has also been studying this subject to the point that, during the 
ninth session of the contracting parties in October 1954, a ‘“‘working party on 
commodity questions’? was established by an overwhelminz majority to con- 
sider proposals for intergovernmental action to overcome problems in the field of 
international trade in primary commodities. The chariman of the United States 
delegation declined membership on the working party and, consistent with the 
position taken at the ECOSOC, indicated that the United States did not intend to 
participate in the proposed azreement. ® 

The working party has drafted an international agreement on commodity 
arrangements, which would be separat> from the GATT. At the 10th s>ssion 
of the contracting partics (Geneva, October 1955), this draft was examined. 
They decided to circulate the draft to the interest d organizations and member 
governments of the United Nations. Provision was mad for the establishment 
of a drafting group to prepare a final draft on which the contracting parti»s would 
take action at th ir 11th session.® 

Action on “‘restrictive business practices” has been postponed after the United 
States said it could not accept the text as written.© With all those chapters of 
the Havana Charter being handled through the same Council of the United 
Nations Organization, it seems logical that, eventually, they will all be brought 
under the same set-up in the OTC. 

It must not be overlooked that the principles of the Havana Charter for an 
International Trade Organization (ITO) have never been dropped by the groups 
operating within the United Nations Organization. The ITO is listed as a 
“specialized agency (not yet established).” 

The represcntative of the Interim Commission for the ITO (ICITO) has his 
seat at the full meetings of the ECOSOC and the official ref rene» book of the 
Unitcd Nations offie*s in New York city, entitled ‘““Everyman’s Unit d Nations,” 
1955, fourth printing of the 1953 edition, gives detailed information on the [ITO 
on pages 416 through 419. 

It is small wonder then that the U. 8. S. R. has been able to add confusion to 
the situation. The representative of that country at the 20th meeting of the 
ECOSOL, held in Geneva in the summer of 1955, announced that his Government 
was prepar<d to join the ITO proposed in the Havana Charter '' and introdue da 
resolution ” appealing to all members of the Unitcd Nations to ratify the instru- 
ment. This resolution was not acted upon but was carri-d over for discussion. 
WHAT ARE SOME OF THE OTHER FUNCTIONS 


OF OTC? 





Article 3 (b) (i)—To facilitate intergovernmental consultations on questions 
relating to int rnational trade. Although this faciiity is restricted to government 
consultations only, which would not be pubiic, there is some advantage to having 
a forum where such questions can be discussed. 

(iij—-To sponsor international trade negotiations. The requirement of 
periodic international trade negotiations or, more correctly, international tariff 
negotiations, is the backbone of the GATT, but somebody has to call such meet- 
ings. That will be the extent of the OTC’s sponsorship. The GATT will carry 
on from th re. 

(iii) To study questions of international trade and commercial policy and, 
where appropriate, make recommendations thereon. After ei;ht years of em- 
pirical operation, it is proposed that a body be set up to study these questions. 

(iv) To collect, analyze and publish information and statistical data relating 
to international trade and commercial policy, with due regard paid to the activi- 
ties in this field of other international bodies. Here a very useful service can 
be rendered to forei_n traders. The lack of complete and comparable world 
statistical data and trade information is pitiful. The paucity of statistical data 
is due mainly to the unwillingness of some foreign governments to disclose de- 
tailed breakdowns of their customs statistics; in other cases, smaller countries 
cannot afford the cost of collecting and collating the data. 

(Example: The United States breaks down its import statistics into duty free 
and dutiable categories. The United Kingdom refuses to do this and a.so to 
publish separate statistics for imports from the commonwealth countries and 


§ Ibid. 7, p. 42, pt. IT. 

§ GATT International Trade News Bulletin, vol. V. No. 11, November 1955, p. 530. United States 
Mission to the United Nations press release 2161, May 23, 1955. 

10 19th session ECOSOC E/Resolution (XLX)/14, May 26, 1955. 

1 London Financial Times, July 15, 1955, New York Times, July 15, 1955, New York Journal of Com- 
merce, July 19, 1955. 

2 20th Session ECOSOC, Resolution No. E/L 677, July 14, 1955. 
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from other countries which do not benefit by the “imperial preference” rates of 
duty.) 

Article 3 (c) reminds us again that the Organization’s goal is to give full effect 
to the purposes and objectives of the contracting parties. 

se . (d) makes it clear that the Organization has no authority to amend 
the G : 


Special and important additional functions of OTC 


Part ITI of the Agreement on OTC sets forth a number of special functions and 
responsibilities accorded to the Organization, such as the “taking of decisions.” ® 
It is also given the extraordinary power that, when a two-thirds vote of members 
present represents more than half the total membership, the Organization can 
grant a waiver of obligations to a membe1, over and above any of those provided 
for in the OTC agreement or the GATT." The OTC will also be charged with 
arbitrating claims of nullification and impairment of benefits accruing directly 
or indirectly under the GATT, or impediment to the attainment of any objective 
of the GATT. This includes the power of recommending and authorizing such 
retaliatory measures as the OTC deems appropriate. Here we have an example 
of prosecutor, judge and jury rolled into one, and no appeal is provided. 

Part II of the agreement on the OTC covers the truly organizational provisions. 
We are faced with the usual organization of a full-fledged international body. 
An assembly to replace the GATT contracting parties, acting jointly, an executive 
committee of 17 members * to replace the present GATT ad hoe committee on 
17 contracting parties, and a Secretariat to replace the GATT Secretariat which 
is now run by the Interim Commission for an International Trade Organization. 
To repeat this is to make permanent the make-shift organization of the GATT 
already in existence without any authorization from the Congress as far as the 
United States is concerned. 

The wording found in part IT is, for all practical purposes, identical with that 
used in chapter VII of the Havana Charter for an ITO, and would give the GATT 
the organization it would have had if the Havana Charter had come into effect. 
(See p. 4, par. 3.) 

Each member would have only one vote regardless of his share of world trade 
(except that the member can be deprived of that vote if he is a part to a dispute) ."8 
The weighted average of the United States’ share of world trade in 1949-53, 20.1 
percent is taken into account only to bring the Organization into existence, but, 
once we are in, the weight of our vote is immediately cut to less than 3 percent 
under present membership. 

While this one vote system seems to be the practice in international political 
arrangements, it is not the case in international financial agreements, such as the 
International Bank for Reconstruction and Development ” and the International 
Monetary Fund *° which, after all, are also in the field of economic endeavor. 

The personnel is to be given “international status” (diplomatic immunity) im- 
mediately, whether or not the Organization ties in with the United Nations 
Organization. The OTC is to have legal personality in the territory of each 
member.24_ As stated before, it may be brought into relationship with the 
United Nations as one of the specialized agencies under article 57 of the United 
Nations Charter through the ECOSOC, as provided for in article 63, such as the 
ILO (Int-rnational Labor Organization), the UNESCO (United Nations Educa- 
tional, Scientific and Cultural Organization), the FAO (Food and Agriculture 
Organization), the ICAO (International Civil Aviation Organization), the WHO 
(World Health Organization), the IBRD (International Bank for Reconstruction 
and Development), the IMF (International Monetary Fund), and others. 

There is no date of termination or provision for review of this Agreement on 
the OTC. If the Congress should authorize United States participation in this 
international regulatory body, it will mean a substantially permanent delegation 
of its constitutional authority, to regulate our trade with foreign countries and 
to determine import tariffs, to a body controlled by foreign countries with a 
present voting power of 34 to 1. Is this constitutional? 


18 OTC, Art. 12, Administration in General. 

4 OTC, Art. 13, Waiver in Exceptional Circumstances, 

16 OTC, Art. 14, Nullification and Impairment. 

1% OTC, Art. 6, The Executive Committee. 

17 OTC, Art. 7, The Secretariat. 

18 OTC, Art. 8, Voting. 

1 Everyman’s United Nations, Fourth Edition 1953, pp. 382-383. 
2 Ibid. 19, pages 387-388. 

2 OTC, Art, 10, Status. 
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WHAT IS THE GATT? 


Now we come to the GATT, the meat of this discussion. The contracting 
parties to this agreement (now 35 in number) seem to feel that the time has eome 
to patch up, after eight years of provisional existence, that instrument prematurely 
created in 1947, at the insistence of our Department of State, implementing that 
part of chapter IV of the proposed Havana Charter for an ITO, which had to do 
with the reduction of customs tariffs and with commercial provisions. 

I.ast year at the ninth session of the contracting parties (Oct. 28, 1954—March 7, 
1955), the old text of the GATT was somewhat modified. For the purposes of 
this study, we base our discussion on the modified text published in GATT basic 
instruments and selected documents, volume I (revised), Geneva, April 1955, 
pages 7-74. 

The Department of State claims it can bring the GATT into definitive effect 
without reference to Congress under the authority delegated by Congress until 
July 1, 1958, in the Trade Agreements Extension Act of 1955. The topics in 
the GATT are broader than the subjects covered in the Trade Agreements Act. 

The GATT consists of 35 articles divided into 3 parts, plus 9 annexes lettered 
from A through H and J. It is an extremely complicated document and we shall 
cover only the high spots. 

Fart I, articles I through III, covers the objectives, the most-favored-nation 
treatment and the schedules of customs tariff concessions. 

Part II, articles IV through XXIII, covers commercial provisions. 

Part III, articles XXIV through XXXV, covers so-called organizational pro- 
visions. 


Part I 


Article 1, paragraph 1, reveals the objectives of the contracting parties which 
are very broad, much broader than just the field of international trade. These 
objectives are the same as those of the rejected Havana Charter for an ITO. It 
is not unreasonable te say that we are now asked to reconsider the same overal! 
structure through the narrow channel of one aspect of that proposal, namely, 
chapter IV (Commercial Policy), implemented provisionally since 1947 by the 
GATT. The contracting parties, which are governments, recognize that their 
relations in the field of trade and economic endeavor should be conducted with a 
view to raising standards of living, ensuring full employment and a large and 
steadily growing volume of real income and effective demand, developing the 
full use of the resources of the world and expanding the production and exchange 
of goods, and promoting the progressive development of the economies of all con- 
tracting parties. The last objective is new for the GATT ” and we shall see how 
it is pronosed that this be done when we come to article XVIII. 

The GATT, in the words of paragraph 2 of article I, is only one way of contribut- 
ing to the objectives of the contracting parties. 

ow do these objectives compare with the objectives of our Tariff Act of 1930, 
as amended, and with the objectives under which the Congress temporarily 
delegated certain authority to the President under the Trade Agreements Act of 
1934? 

The purposes of the Tariff Act of 1930 are: To regulate commerce with foreign 
countries, to encourage the industries of the United States, to protect American 
Labor, and other purposes. 

The Trade A ments Act was created to expand foreign markets for the 
proaucts of the United States by regulating the admission of foreign goods into 
the United States in accordance with the characteristics and needs of various 
branches of American production. 

Is there any way of matching the broad objectives of governments listed in 
article 1 (1) of the GATT with the purposes of United States Tariff Act and 
Trade Agreements Act? 

Furthermore, the only authority which the Congress has temporarily delegated 
to the President under the Trade Agreements Act is to enter into trade agreements 
with foreign governments for the purposes just describec, and subject to certain 
limitations. At no time has the Congress delegated its overall constitutional 
duty of regulating trade with foreign countries and levying customs duties, nor 
has it authorized the President to negotiate trade agreements for any purposes 
other than those stated, nor has it authorized the executive branch of our Gov- 
ernment to commit the legislative branch to change our laws on customs proce- 
dures, nor to grant concessions in our tariff schedule to foreign countries for the 


“2 GATT, Present Rules and Proposed Revisions, Department of State, March 1955, pp. 1-2. 
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benefit of another foreign country’s international trade, nor to redelegate any of 
the congressional responsibility for regulating our country’s trade with foreign 
countries to an international organization, which could be dominated by foreign 
countries. 

Coming back to one of the objectives of the GATT, that of “ensuring full 
employment”’, it is timely to recall the debates in our Congress of the Murray 
“Full Employment” bill of 1945 and the Employment Act of 1946, Convress 
refused to accept the term “full employment” * because of the dangerovs social- 
istic implications existing in the use of that term. Instead, Congress adopted 
the term ‘maximum employment” in paragraph 1021 of the Employment Act, 
not as an end in itself but as a result promoted by sound economic principles. 
Since then, the years of experience in those countries abroad, which ha‘ e tried to 
apply the “full employment” principle, have shown that the attainment of con- 
stant full employment as an end in itself can be secured only through unbalanced 
budgets, inflation of currency, the imposition of exchange controls which create 
discriminatory restrictions in foreign trade, and the control of labor and invest- 
ment. Most of those countries have learned their lesson and have turned to more 
orthodox means of rezulating their domestic trade. Under such conditions, we 
certainly should not now accept any international obligation which implies a 
committal by the United States to attempt to achieve international “full employ- 
ment” through a majority vote of the members of the proposed OTC. 

Paragraph 2 of article I states that the governments having these special ob- 
jectives have agreed to enter into this pact, the GATT, as a contri>ution toward 
reaching these goals. The GATT, in its own words, is not the solution of the 
pro! lems, it is only a contribution toward the solution. The contribution of 
the GATT is to reduce substantially tariffs and other barriers to international 
trace *% and to eliminate discriminatory treatment in international commerce.?5 
Further on we shall see how that aim is to be achieved. 

Article II requires the contracting parties to grant each other the most-favored- 
nation treatment; this is concitiona!, the condition Feing that a government must 
be a contracting party to get the benefit of it. This ciffers from the United States 
unconditional most-favored-nation treatment. We accord our lowest rates to 
any country in the world, whether or not their governments are mem" ers of the 
GATT. Our lowest rates are fixed by negotiation with a principal supplier. 
We, alone, extend that low rate to all other friendly countries without their giving 
us a concession in return. We are pretty empty-handed when a new applicant for 
membership comes along and we are expected to negotiate further so-called 
reciprocal reductions to meet the requirements for admission into the GATT. 

The article then lists anumfter of exceptiors to this rule. This is characteristic 
of each principle set out in this document. Fach time a principle is enunciated, 
it is followed by a group of exceptions. The practical result is that the GATT is 
more of an agreement on exceptions than on principles. 


Part II 


This is the part of the GATT which can be referred to as commercial policies, 
It contains 20 articles (IV through XXIII). This is the part which, uncer the 
protocol of provisional application, is applied only to the fullest extent not incon- 
sistent with existing legislation on the cate of the agreement by which a country 
became a contracti: g party to the GATT, Octo’ er 30, 1946 for the United States. 

At the ninth joint session (October—-March 1955), it was agreed by a resolution 
that contracting parties will be permitted to adhere definitively to the revised 
GATT but continue to apply the above reservation.** The purpose is to accel- 
erate the day when the agreement can be brought into final and permanent effect. 
It is clearly indicated that this reservation gives only temporary relief and the 
general intent 2’ of the declaration and the detailed procedures proposed are 
directed toward securing as early as possible (within 3 years)?* conformity between 
the laws of contracting parties and their obligations under the GATT. As far 
as the United States is concerned, this means that the excutive branch of our 
Government has accepted the obligation, before a large group of foreign govern- 
ments, to have all the laws of our country, conflicting with part II of the GATT 
as of October 30, 1947, changed to conform within 3 years of entry into force of 

23H. Pert. 1520, 79t Cong., 2d sess. 


* GATT article XXIX. 
35 Articles Il and XIII. 


26 GATT Basic Iestruments and Selected D»euments (BISD) Third Supplement, Geneva, June 1955— 
48-4 


» 9. 
27. GATT BISD Third Supplement—June 1955, p. 249, item 56, 
% GATT BISD Third Supplement—June 1955, p. 49. 
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the GATT. Under the Constitution no branch of our Government other than 
the legislative branch can effect legislation. Does this mean that the executive 
branch has taken upon itself the responsibility of committing the legislative 
branch to definitive action? Is this tantamount to the executive branch taking 
legislative action? 

Furthermore, any law enacted since October 30, 1947 conflicting with the 
GATT will inevitably be considered in violation of our obligations under the 
GATT. Among those falling in this category are United States “escape clause’’ 
provisions, and subsection (f) of section 22 of the Agricultural Adjustment Act, 
which, since 1951, reads as follows: 

“No trade agreement or other international agreement heretofore or hereafter 
entered into by the United States shall be applied in a manner inconsistent with 
this section.” 

Section 22 of the AAA has to do with imposition of additional fees or quantitative 
restrictions (quotas) when imports of agricultural products interfere with our 
government programs. The executive branch was unable to make this law 
effective without violating its obligation under the GATT. It had to ask the 
latter’s permission, through an exemption from the rule ® (granted on March 5, 
1955) to apply our law. his exemption was granted under strict conditions and 
procedures, with the understanding that the United States will terminate any 
restrictions imposed as rapidly as circumstances permit, that the United States 
report annually on its progress toward this goal, and that the contracting parties 
are not deprived of their rights of recourse to article XXIII (nullification or 
impairment). 

Another example: Article XXI of the GATT permits protective measures for 
national defense purposes only in time of war or other emergency in international 
relations. Section 7 of the Trade Agreements Extension Act of 1955 is in con- 
flict with this GATT provision. 

This part II of the revised GATT contains the same articles as before, setting 
out principles which are immediately followed by exceptions and even exceptions 
to the exceptions. These articles are the source of most of the frictions and con- 
troversies. They have made the GATT the most useful international instrument 
for getting the United States to lower its import tariffs substantially while our 
partners have generally built the greatest wall of discriminatory procedures 
against United States trade that has ever existed. While there may be some indi- 
cations of flexibility in these offensive discriminatory actions, there is not the 
slightest evidence that they will ever be eliminated. 

The enforcement of the principles, the policing of the exceptions and the 
exemptions, the examination of complaints, all require decisions which are reached 
by joint action of the contracting parties, in capital letters. Under the revised 
GATT, every time the words “contracting parties,’”’ in capital letters, are used 
they are to be changed to “the organization,’ meaning the OTC™ As soon as 
one does this, the meaning of the word “administer” the GATT as a function of 
the OTC becomes much clearer. The OTC is not strictly an administrative 
entity. It is a governing body with administrative responsibility and, by threat 
of retaliatory measures, the power to enforce its decisions, and again with no 
provision for appeal. 

Taking the text of all 3 parts of the GATT, there are some 20 instances where 
the Organization is given supra-national powers. In our opinion, this will affect 
existing laws of the United States and impinge on the legislative processes of the 
future (Tabulation A, attached.) 

The GATT was revised at the ninth joint session by 4 protoccls, each dated 
March 10, 1955. Only 1 of these protocols (the orgainz: tional one) was initialed 
by the United States Delegate subject to congressional approval. The other 
3, covering substantive provisions of the GATT were initialed on March 10 and 
definitively accepted without reservation for the United States on March 25, 
1955. 

The new text of article XVIII is of special interest. This article recognizes the 
fact that the GATT stifles economic development, and hinders the attainment of 
the broad objectives by underdeveloped countries, which have a low standard of 
living and are in the early stages of development. None of these terms are de- 
fined but it is certain that the United States will not come within the scope of 


#% GATT BISD Third Supplement—June 1955, p. 48. 

® GATT BISD Third Supplement—June 1955, pp. 32-38. 

31 Report of the Chairman of the United States delegation to the ninth session of the contracting parties 
to the GATT October 28, 1954-March 7, 1955, pt. I, p. 40. 

3 GATT BISD Third Supplement—June 1955, pp. 19 and 20. 
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article XVIII, even if some of our States find it necessary to develop their territory 
to accommodate a growing population or to develop some new industry. But 
those countries which do qualify for these conditions will be authorized by the 
Organization to ignore the provisions of the GATT to the extent determined by 
the Organization, and particularly by its executive committee. 

Our executive branch has entered into this untried plan under the claimed 
authority of the Trade Agreements Act. It is important to read the annex to 
this article: “The Organization and the contracting parties concerned shall 
mg the utmost secrecy in respect of matters arising under this article.” 

his proposition is full of dangers, can interfere with our hemispheric security 
mobilization plans, and is not the sort of activity in which the government of a 
private enterprise country should be involved. 


Part IIT 


This part of the GATT, with 10 articles, articles XXIV through XXXIII, has 
pee been referred to as the “organizational provisions” mentioned in the 

andall commission majority report of January 1954 as having to be submitted to 
Congress for approval. That designation is misleading because the problem of 
the provisional GATT is that it has no real organization. 

This part III covers a vere of subjects, which are largely procedural. 

It starts out in article XXIV by setting the conditions and terms under which 
the Organization will approve the formation of customs unions or free trade areas 
between contracting parties. 

Article X XV ties the OTC to the GATT, the OTC having been established by a 
separate agreement dated March 10, 1955. This article transfers functions of the 
GATT to the OTC, which are in addition to and a clarification of functions 
described in the OTC agreement. We have already spoken of this on page 3 but 
this is the article which specifies that OTC shall give effect to those provisions of 
this agreement (the GATT) which provide for action by the Organization and 
such other provisions as involve joint action. 

Only contracting parties can be members, and all contracting parties must 
become members of OTC as soon as possible, under the threat of being expelled 
from the GATT. 

Article X XVI sets the date of the revised GATT as October 30, 1947. Accord- 
ing to the record, the United States became a contracting party provisionally on 
October 30, 1947, and accepted the revisions without any reservations (except for 
the protocol of organizational amendments) on March 21, 1955. To enter into 
full force, the GATT must be accepted definitively by contracting governments 
accounting for no less than 85 percent (same as for OTC) of their total world 
trade, according to a table given in an annex which is made part of the agree- 
ment.** According to that table, the GATT cannot come into definitive effect 
without acceptance by the United States because the United States accounts for 
20.1 percent of the world trade of all the present contracting parties. All the 
other participants together total 79.9 percent. 

Article XXVIII has to do with the modification of tariff schedules. Under the 
GATT, tariff rate concessions or bindings of products at the existing rates of the 
dutiable section or of products on the free list, are frozen for 3 years, not subject 
to increase except under special or emergency conditions, such as articles XIX, XX 
and XXI, part II. This conforms with the requirement of our Trade Agree- 
ments Act regarding the initial period of a trade agreement. 

However, the Trade Agreements Act further stipulates that when an agreement 
continues beyond that initial period of 3 years by tacit agreement, the latter shall 
be subject to cancellation by 6 months’ notice by either side. In contrast, article 
XXVIII of the GATT automatically renews concessions for successive 3-year 
periods, giving the contracting parties the opportunity at each renewal point to 
modify or withdraw a concession, subject to negotiations reaching a settlement 
satisfactory to the other contracting parties involved. This seems to be in con- 
flict with the intent of the Trade Agreements Act. 

If any increases take place in tariff rates, the party making such increases must 
negotiate and reach an agreement with all other parties claiming an interest. 
This article stipulates that the aim of such negotiations is to maintain a general 
level of reciprocal and mutually advantageous concessions not less favorable to 
trade than that provided for in this (GATT) agreement prior to such negotiations. 
To achieve this, one of the means proposed is through the provision for compensa- 
tory adjustment with respect to other products. his means compensation for a 
raise in tariff by granting a new concession on the product of some other industry. 


%3 GATT BISD Third Supplement—June 1955, pp. 19 and 20, 
“4 GATT article X XVI 6 and annex G. 
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Under the GATT, a contracting party can never raise a tariff rate, even, for 
instance, if the United States Tariff Commission, under rules set by Congress, 
recommended an increase under the United States escape clause, and if the Presi- 
dent agreed, without having to pay compensation by sacrificing some other in- 
dustry or suffering retaliatory measures, determined, in case of dispute, by the 
OTC as the supreme arbiter.* 

Speaking of compensation for claimed damages through failure of some party 
to hive-up to an obligation under the GATT, we must not forget that the con- 
tracting parties set up their own rules and procedures. Further, they are the 
ones who determine the interpretation of the rules or the meaning of words. 
Through our one vote, the United States would have no control over such 
interpretive acts. 

An example of the danger we are speaking of is the case in September 1948 
when subcommittee I of the interim commission for the International Trade 
Organization, including a representative of the United States, consulted (ICITO/ 
EC2/15-Sept. 10, 1948) the registrar of the International Court of Justice on 
problems arising out of ITO provisions regarding its relations with that court. 
In the course of discussions, the subcommittee found that there appeared to be 
nothing ‘‘to prevent the question of monetary compensation being included in 
the terms of reference to arbitration in any case arising out of a breach of an 
obligation under the (Havana) charter.” his discovery was embodied in the 
recommendations of the subcommittee and were approved by the entire Executive 
Committee of the ICITO on September 13, 1948 (ICITO/EC2/SR 12) over the 
lone objection of the delegate from Australia. This matter was dropped when the 
Havana charter was abandoned by the United States in December 1950, but, if 
we ever get into the OTC, the subject could be revived and an unpalatable 
interpretation of compensation emerge even over a negative vote by the United 
States representative. 

In article X XIX, we come finally to what is the heart of the GATT. This 
new article X XIX eliminates the text of the old article X XIX which tied the 
GATT into the principles of the Havana charter, including the principles of 
article 17 (chapter IV, commercial policies). That article emphasized the re- 
duction of tariffs and the elimination of preferences. After 8 years of provisional 
application, no further reference is now made to the elimination of preferences. 
However, the new text does incorporate, with some change of wording, the 
provisions regarding the sponsoring of periodic negotiations to reduce sub- 
stantially the general level of tariffs, either on a selective product-by-product 
basis or by the application of such multilateral procedures as may be accepted 
by the contracting parties concerned. (Such as the so-called French Plan.) * The 
contracting parties recognize that the success of multilateral negotiations de- 
pends on the participation of all contracting parties conducting a substantial 
proportion of their external trade with one another. Therefore the United 
States could hardly absent itself from any negotiations if they are to be considered 
successful. 

The GATT is a commitment to continual reductions in tariff rates through 
periodic negotiations. The general level of tariffs in the United States has 
reached the lowest point in our history and, for many industries, a dangerous area 
has been reached. Yet, if we join the OTC and recognize the GATT, the United 
States will have to continue reducing tariff rates. What does this mean in the 
long run? It means the destruction of our tariff system by emaciation and with- 
out any assurance that other countries will have removed their trade barriers 
before we have exhausted all of our bargaining power. If that happens, the 
power to regulate our trade with foreign countries will have been taken out of 
the hands of Congress and this OTC will determine other means, completely 
within its control, for regulating trade between the participants. We would then 
enter an era of world planning by governments without representation of the 
people. 

This game of tariff rate reduction is not worth the risk run in the playing. 
In its endeavor to lead the world by example, our Government has cut United 
States tariffs more deeply than the vast majority of other countries. Our suc- 
cessive laws have authorized cuts by 50 percent, then another 50 percent and 
lately by another 15 percent, a total, if used, of 78.75 percent. This is a fantastic 
figure which foreshadows grave disasters in case of depressed economic activity. 
In fact, prior to the latest authorization under which reductions in tariff are 
being negotiated at this time in Geneva, the incidence of the United States 

% GATT articles XIX 3, XXII and XXIII—OTC article 14. 
* A New Proposal] for the Reduction of Customs Tariffs. Sales No. GATT/1954-1. 
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tariff on all imports, according to the formula used by the GATT contracting 
parties, has been reduced by 68 percent from the vear 1937 through the year 1951. 
Other countries have not followed this lead.7 Now that the United States has 
to slow down and is hoping that other countries will try to catch up with it, an 
editorial in the London Financial Times, January 16, 1956, advises that at the 
moment there is no widespread enthusiasm in Britian or elsewhere in Europe for 
pulling down any more tariff barriers until it is clear what will be the fina leffect 
of the latest phase in the lifting of import quota restrictions on international 
trade. While import quotas were the rule, tariff cuts were often of little account. 
Now that the situation is changing, particularly in Intro-European trade, it will 
take these countries a while longer to get used to living without the shelter of the 
quota. Until then, tariffs are unlikely to come down very much. 

Furthermore, the British delegate to the present international tarift negotiation 
set the keynote in his opening speech. According to another editorial of the 
London Financial Times of January 20, 1956, Sir Frank Lee, permanent secretary 
of the British Board of Trade, has warned the conference against the dangers of 
going too fast, of making tariff concessions which subsequently resulted in more 
trouble than they were worth, because the country concerned sought other means 
of undoing their effect.%* 

Of course, we must not overlook the fact that, under article XXXI, any 
contracting party is permitted to withdraw from the GATT, upon 6 months’ notice 
in writing. If we do not like it after we get in, we are allowed to get out. But this 
is of cool comfort because the penalty of retaliation or the political situation micht 
make it next to impossible to withdraw. It is much easier to start socialistie 
habits than to stop or reverse them. 

The choice is between obtaining an international trade body of limited scope with 
the functions recommended by the Randall commission majority report for the 
revision of GATT, or joining the OTC, thereby recognizing the GATT as written, 
embodying the ideas and practices of socialism, which we-do not believe the 
people of the United States want and are under no compulsion to accept. 


TABULATION A 


GATT SUPRA-NATIONAL PROVISIONS 
Article II 


4 (a) and (b)—Sets limits on existing preferential rates and prohibits legislation 
of new preferences. 


Article III 


1. (b) (c)—Bars increase of negotiated rates or other changes by legislation. 
6. (a) and (b)—Prohibits specific duty adjustments based on currency conver- 
sions unless the par varies by more than 20 percent. 


Article IV 


Restricts legislation and promulgation of regulations relative to international 
taxes, price controls and regulations relative to mixing or processing requirements, 


Article VI 


Affects the application of our existing laws re countervailing duties, dumping 
duties and equalization of cost of production. The United States program for 
disposing of agricultural surpluses is in conflict with this article. 


Article VII 
Laws and regulations relative to determination of value for customs purposes 
and for conversion of currency would be subject to review by the Organization. 


Calls for changes in law necessary to eliminate conflicts and restricts future 
legislation which the Organization might rule to be in conflict. 


Article VIII 


Paragraphs 2, 3, and 4—Would limit fees and import charges generally. 
Requires review ‘of laws, regulations, etc., at request of any one of the contracting 
parties and implies that in absence of agreement, changes would have to be made— 
perhaps by rule of OTC. 


Article XI 


Restricts future legislation relative to import controls such as section 22 of AAA. 
Although we have a temporary waiver for agricultural products, other commodities 
may be involved. 


37 Time Magazine, Dec. 5, 1955, p. 96. 
3% United Nations Information Saice—Prees Release GATT/272, Geneva, January 19, 1955. 
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Article XII 


Requires consultation with regard to practices deemed restrictive at any time 
a contracting party challenges. The organization would periodically review 
restrictions for balance of payment purposes and could direct compliance with its 
recommendations or authorize compensatory action. The United States will not 
be able to avail itself of the exceptions provided. Discrimination against United 
States exports would be permitted. 


Article XIII 


Requires allocation of shares of trade in products subject to quota restrictions. 
This could interfere with the freedom of the buyer in dealing with suppliers and 
the free choice of markets generally. 


Article XIV 


Provides for exceptions permitted in the use of restrictive practices covered 
by article XIII and authorizes further discrimination. 


Article XV 


Contracting parties are bound by decisions of the Organization which in turn 
is bound to accept as correct, statistical data and other findings of the IMF. 
The Organization reserves to itself the right to make decisions based on such 
findings or statistics and can enforce its decisions in cases of disagreement. 


Article X VI 


Limits freedom to use subsidies—provides, in effect, that world markets shall 
be divided if subsidy is used or permitted. 


Article X VII 


Restricts the establishment and operation of state enterprises and would 
regulate the purchase of supplies and sale of commodities if the Organization ruled 
that the operations were discriminatory or injurious to any of the GATT con- 
tracting parties. Requires that information about operations be supplied on 
request to any contracting party believing that its interests are affected. 


Article XVIII 


Sections C and D restrict the right of a contracting party to use government 
funds or subsidies for the purpose of establishing a particular industry— requires 
consultation with the Organization—requires renegotiation when any concession 
is deemed to be affected—authorizes retaliatory action and the party proposing 
to enter into the operation must notify the Organization and show that it is 
intended to raise standards in an underdeveloped country. The United States 
would not be able to avail itself of the privileges. 


Article XIX 


Is not in accord with our present practice and Trade Agreements Act escape 
clause provisions. Escape clause actions are subject to approval by the Organi- 
zation. Article X XIII applies here in case two parties cannot settle their dispute 
between them—therefore, supra-national in effect. 


Article X XI 


Paragraph (b) (iii) Exemption for national security measures—cannot be used 
in peacetime. 


Article XXIII (and Article 14 of OTC) 


Complaints claiming nullification or impairment, if not satisfactorily adjusted 
by the parties in dispute would be referred to the Organization for review and 
decision. The Organization would rule on the matter and could authorize 
retaliatory action or invite withdrawal for noncompliance. There is no appeal 
provided from the Organization’s ruling. 


Article XXIV 


Limits freedom of action to form tariff and trade unions and to enter into other 
international agreements affecting trade relations. 


Article XX VIII 


Requires negotiation of concessions with all parties claiming an interest, if, at 
the end of the period for which the concessions were granted, a party proposes to 
increase a rate or withdraw a concession. This applies even though the party 
claiming interest is not the one with whom the concession was originally negotiat- 
ed. The scope or nature of interest claimed is not defined and retaliatory action 
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would be permitted if satisfactory adjustment could not be reached by nego- 
tiation of new concessions. Thus, mutually satisfactory adjustments between 
the parties could be upset by claimed interest of third parties. 


The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Chairman, because of the limitation of time and 
because I do have a number of questions, I wonder if it is possible for 
this witness to appear tomorrow. 


The Cuarrman. Do you wish the witness to come back another 
day? 


Mr. Curtis. I am interested in asking questions. I know there is 
a limitation on time because of our schedule today. I don’t want to 
impose upon the witness. If his schedule is such that he can’t, of 
course that will be the end of it. 

Mr. Hansen. I think I could arrange to appear tomorrow after- 
noon, Mr. Curtis. I have a personal problem which requires my 
return to New York today. 

Mr. Curtis. Mr. Chairman, could I make this suggestion: I think 
I can probably reduce my questions to writing and submit them and 
then have you submit your answers for the record. 

The CaarrMAN. Without objection that will be done. 

Mr. Hansen. I will be very happy to do that. 

The CuarrmMAN. We thank you, Mr. Hansen. 

Mr. Hansen. Thank you, Mr. Chairman. 

(The following letter was later received from Mr. Hansen:) 


MANUFACTURING CHEMISTS’ ASSOCIATION, INC., 

Washington 6, D. C., March 22, 1956. 

Hon. THomas B. Curtis, 
House of Representatives, Washington, D. C. 


My Drsr ConGrRessMAN Curtis: At the conclusion of my oral testimony be- 
fore the Ways and Means Committee on March 13, 1956, relative to H. R. 5550, 
you requested that I submit a written reply to your inquiry as to the effectiveness 
of the procedure followed by the Committee for Reciprocity Information in pro- 
tecting the interests of American producers in tariff negotiations. I aecordingly 
submit the following: 

The inadequacy of the only available procedure for domestic producers to pro- 
tect their interests in the negotiations for duty reductions under the Trade Agree- 
ments Act is illustrated by what has happened, and is happening, in connection 
with the negotiating session currently being held in Geneva. 

The 1955 extension to the Trade Agreements Act was enacted in June 1955. 
On September 21, 1955, the Interdepartmental Committee on Trade Agreements 
and the Committee for Reciprocity Information issued the first notices of the 
executive department’s intention to negotiate under this extended authority. 
The committees’ notices contained a list covering 73 pages of tariff items proposed 
to be considered as possible subjects of duty concessions. Included in the list 
were some 7% pages of commodities dutiable under schedule 1 of the Tariff Act 
covering ‘‘Chemicals, oils, and paints.”’ 

The notice fixed October 17, 1955, as the last day on which interested persons 
could file statements with the Committee for Reciprocity Information respecting 
the listed items and October 31, 1955, as the date for the beginning of hearings 
by the committee on statements so filed. 

Subsequently, on December 9, 1955, the Interdepartmental Committee and 
the Committee for Reciprocity Information issued supplemental notices listing 
additional products proposed to be considered for negotiations. These supple- 
mental notices fixed January 6, 1956, as the last date for the filing of statements 
regarding the additional commodities referred to, and January 17, 1956, as the 
date for commencement of hearings. 

At the same time the foregoing notices were published, the Tariff Commission 
also issued notices of hearings to be held by it, concurrently with those conducted 
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by the Committee for Reciprocity Information, covering the same lists of com- 
modities. While the Committee for Reciprocity Information accepts views of 
interested persons concerning any aspect of the proposed negotiations, the Tariff 
Commission requires that data presented to it relate to the commodities listed for 
negotiation and be relevant to its determination of “peril points.”” Since infor- 
mation furnished in each investigation was required to be under oath, great care 
is required in its preparation and presentation. 

This procedure fails in several fundamental] respects to afford the domestic pro- 
ducer adequate opportunity to know what is being considered and to present his 
views thereon. 

THE PUBLISHED NOTICES ARE INADEQUATE 


The practice of the executive agencies concerned with tariff negotiations in in- 
cluding so-called “‘basket’’ clauses in their published lists of articles considered 
for negotiations leaves a great deal to be desired. This is particularly true in the 
case of the organic chemical industry. This practice is contrary to the President’s 
assurance to Congress, during the consideration of the 1955 extension to the 
Trade Agreements Act, that any duty reductions under the authority thereof, 
would be, inter alia, ‘‘selective,” since ‘‘across-the-board revisions of tariff rates 
would poorly serve our Nation’s interest.” Tariff reductions on such broad 
classifications as “‘basket’’ clauses are in no sense “‘selective.’”” The committee’s 
original list of September 21, 1955, included nine basket classifications and its 
supplemental list of December 9, 1955, included two such classifications. 

As is well known to this committee, it has been found imperative to frame 
basket clauses in the chemical schedule of the Tariff Act in the broadest possible 
terms. This is because of the large number of compounds especially organic 
compounds, which fall within a single category or class of products. Some of the 
individual products included in a single category or class may be in commercial 
production, some may still be in the experimental or development stage, and still 
others, while known, may exist only in technical literature. All, however, may 
be intimately related to each other in respect to their constituent materials, 
methods of production and possible end uses. Some 7,000 organic chemicals are 
now made commercially, but more than half a million of such chemicals have 
been developed in the laboratoty or described in technical literature. Obviously, 
it is impractical to list all of them individually. Any such listing today would be 
obsolete tomorrow. Effective tariff protection for most of such products is 
possible only by use of broad classifications. 

The same considerations which necessitate the use of basket clauses to protect 
these products give rise to problems in connection with tariff negotiations. In 
many instances a duty concession covering a single tariff classification could 
involve a hundred or more individual products and have almost incalculable 
ramifications. For example, 4 of the 9 basket clauses included in the list of Sep- 
tember 21, 1955, covered over 520 known articles in commercial production. 
One clause which was listed for possible concessions in Japanese negotiations 
covered over 1,200 commercially produced compounds. The domestic producer 
of such products is hard put to successfully oppose any duty concessions on them, 

In fact, the domestic producer of organic chemicals may be, and frequently is, 
unaware of the extent to which his individual operations might be affected by 
negotiations carried on on the basis of basket classifications. If his products are 
not named specifically, he may find that they are susceptible of classification 
under two or more different provisions of the tariff schedule, and he may have 
difficulty in ascertaining which one. It may turn out that the foreign-made 
products on which the American negotiators eventually concede reductions affect 
his own products in a way that he could not reasonably anticipate when going 
over the preliminary lists put out by the committee prior to the negotiations. 
Such a producer, concerned with protecting his products against what he may 
one improvident duty reductions, faces a very heavy burden in a very 
short time. 


THE TIME ALLOWED FOR PRESENTATION OF VIEWS IS INADEQUATE 


The notices of September 21, 1955, and December 9, 1955, each allowed less 
than 30 calendar days (about 20 working days) for the filing of a statement in 
opposition to duty reductions on the articles listed, and for developing and pre- 
senting to the Tariff Commission data on which it could establish “‘peril points.”’ 
Both had to be done simultaneously, if both approaches appeared desirable. 
The rules of both the Committee for Reciprocity Information and the Tariff 
Commission require that such a statement be under oath. To have any chance 
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of serious consideration a statement probably would have to cover many intan- 
gible factors and, in the case of the Tariff Commission, should embrace all per- 
tinent economic data relating to the commodity affected. Considerable time, 
specialized knowledge, and skill are required in the preparation of such state- 
ments. Members of the association with better than average legal, accounting, 
and statistical assistance, have reported that they found it impossible to develo 
and organize adequate data for the purpose covering all products with whieh 
they were seriously concerned within the short time allowed 


THE FINDINGS AND CONCLUSIONS OF THE COMMITTEE FOR RECIPROCITY INFORMATION 
AND THE TARIFF COMMISSION ARE SECRET 


Neither the Committee nor the Commission makes any announcement of its 
decisions or conclusions regarding any item listed for possible concessions. No 
further information for domestic interests is forthcoming during the course of 
the negotiations themselves. The negotiations have always been held abroad 
and in complete secrecy, and the first notice to the domestic producer of the out- 
come of the negotiations is the publication of a release by the State Department 
announcing that certain concessions have been agreed to. Not until then does 
the domestic producer have even an intimation as to what, if anything, his 
protest has accomplished. 

One member of the association advises that it unsuccessfully filed protests 
under the prescribed procedure in connection with the GATT negotiations at 
Geneva in 1947, at Annecy in 1949, and at Torquay in 1951, covering, in the 
ageregate, 9 specific products and 4 basket classifications of products. The 
reductions effected on the following items protested equaled in virtually every 
case the maximum permitted under the law: 


Reductions under GATT 
Tariff Actof |——— 
1930 


Geneva (1947) Aner Torquay (1951) 


Chloral] hydrate--_._} 26....-....-..- 17% poo 
d 0. 


Glycerophosphoric | 
acid, salts. 
RE 5. . 
Theobromine-.--___-- ca ‘eo 3246 cents. 
Saccharin-.........-- 


Sodium. benzoate __-- 346 cents plus 25 


Vanillin 





2246 pereent. 

Phenolic resins Do. 
Styrene___- MEO a ig I ee See eae iia oleae ae Do. 
Intermediates, y | 27 (a) (1) (5)-_| 7 cents plus 40 | 344 cents plus 25 

name or definition. 
Finished coal tar | 27 (a) (3) (5)-_- 

produets. 
Phthalic anhydride-_| 27 (a) (1) (5)-- 
Medicinals by name | 28 (a) 7 cents plus 45 

or definition. percent. 








1 Duty on caffeine reduced to 99 cants a pound prior to 1947 by a trade agreement with the Netherlands. 
Norte.—The ad valorem duties in paragraphs 27 and 28 calculated on the American selling price. 


Another member reports that between December 1946 and March 1955 it 
presented briefs to the Committee for Reciprocity Information and to the Tariff 
Commission opposing reductions on 31 specific products and 10 groups of products 
listed for possible concessions. Of these 41 tariff items, it states, maximum tariff 
concessions were made on 5 items, less than maximum concessions on 10 items, 
and no concessions on 26 items. Whether its opposition (either before the Com- 
mittee for Reciprocity Information or the Tariff Commission) had any effect, or 
whether foreign countries were not interested in concessions in the case of the items 
on which less than maximum concessions were made, it has no way of ascertaining. 

In summary, many members of the association have serious misgivings concerning 
the adequacy of present procedures in protecting domestic interests. Reference 
is made to the fact that they have been repeatedly faced with the necessity of 
making elaborate studies within an elapsed period of a month concerning the 
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economics of producing and selling large numbers of listed products, both indivi- 
dually and in broad groups whereas the Tariff Commission is allowed nine months 
to complete a similar study of a single product in connection with ‘‘escape clause” 
proceedings. 

Reference is also frequently made to the long period of uncertainty which exists 
between the publication of the list of products being considered for possible 
concessions and the announcement of the concessions actually made. During 
this interval, of course, a domestic producer who may already be having difficulty 
in meeting foreign competition is left completely in the dark as to how he may 
fare as a result of the negotiations, and is handicapped in planning for the future. 

The Manufacturing Chemists’. Association, Inc., is grateful for the opportunity 
to present these comments on the efficacy of the present procedures and is hopeful 
that they may prove to be of some value to you in your consideration of H, R. 
5550. 

Respectfully, 
Ricuarp F. HANsEn, 
Chairman, International Trade and Tariff Committee. 


(The following letter was received for the record:) 


Druc, CHEMICAL AND ALLIED TRADES SECTION, 
New York Boarp or Trabge, INc., 
New York 7, N. Y., March 15, 1956. 
Hon. Jere Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


Mr. CuarrMan: The Drug, Chemical and Allied Trades (DCAT) section of the 
New York Board of Trade, with more than 800 members, represents a cross- 
section of the country’s drug and chemical manufacturing industry and. otWers 
closely related to it. 

As chairman of this section, I am charged with the responsibility of presenting 
to you and the members of your committee, the written testimony of the section 
on the subject of H. R. 5550, a bill to authorize United States membership in the 
proposed Organization for Trade Cooperation (OTC). 

I request the permission of your committee to enter the text of this letter in 
the printed record of the hearings. 

This section is in favor of the administration’s general foreign economic policy 
to expand world trade and strengthen the economies of friendly countries, while 
maintaining the economic strength of our country. We are in favor of economic 
cooperation with friendly countries but we are concerned over the means proposed 
to reach that goal as presented in the OTC-GATT combination. 

For the following reasons, this section is not in favor of H. R. 5550: 

(1) Approval of membership in OTC would earry with it approval of the General 
Agreement on Tariffs and Trade (GATT) which is in provisional effect and has 
not as yet been approved or disapproved by the Congress. 

(2) By the transfer of powers from the GATT to OTC, the latter becomes more 
than strictly an administrative entity. OTC would be a governing body with 
responsibilities of administration and with authority to enforce decisions. 

(3) The scopes of GATT in international trade matters and of OTC in the 
area of international economics, with the latter’s unlimited power of self- 
amendment, are entirely too broad. These institutions would eventually invade 
the domestic economies of participating countries. It is impossible to measure 
the danger to the existence of our United States private enterprise system. 

(4) By its very nature, the OTC-GATT combination is supra-national not only 
because it is not responsible to any government nor to any peoples but also 
because of OTC’s responsibilities of arbitration, of decision, of authorizing and 
recommending punitive economic retaliatory measures or even expulsion. 

(5) GATT is an unauthorized long-range commitment to reduce continually, 
through periodic negotiations, the level of tariffs and to conform the foreign 
trade laws of the United States to the terms of GATT as of October 30, 1947. 
This impinges on the exclusive right of the Congress under the Constitution to 
make laws. 

(6) The United States with only one vote in each of GATT and OTC against 
34 votes, may well be exposed to being overruled in matters of national interest 
to the people of our country. 

(7) The OTC-GATT combination is coercive, if for no other reason than the 
combined weight of the members acting either as a court of justice or as a policy- 
making body. 
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For the above reasons, this Section urges your Committee to reject H. R. 5550 
and to initiate a careful examination of GATT and a detailed study of the com- 
bined GATT and OTC. 


Respectfully submitted. 
Sypney N. Stoxgs, Chairman. 


The CuarrMan. The next witness is Mr. C. P. McFadden. Come 
forward, please. 


STATEMENT OF CORNELIUS P. McFADDEN, CHAIRMAN, FOOT- 
WEAR DIVISION, RUBBER MANUFACTURERS ASSOCIATION, 
INC, 


Mr. McFappren. My name is Cornelius P. McFadden. I am 
chairman of the footwear division of the Rubber Manufacturers 
Association for whom I speak. 

We oppose H. R. 5550 because we are convinced that it is a danger- 
ous bill that would expose American industry and American working- 
men and ultimately the American public to serious danger. The 
OTC is the head of the camel and the camel is the General Agreement 
on Tariffs and Trade. Just what GATT is and what it can and might 
do are somewhat obscure. We see two things clearly. One, GATT’s 

rimary aim is to the elimination of tariffs and other protections which 
it is the duty of Congress to provide for domestic industry and the 
workingmen and women whose livelihood depends on that industry. 

To accept GATT, Congress must surrender authority in the 
economic affairs of our Nation. 

On those two points we stand in opposition to the passage of the 
bill you are now considering. 

We feel that many American industries, rubber footwear among 
them, need tariffs to enable them to compete even in the American 
market with the products of low-wage countries. How can competi- 
tion be fair if one manufacturer has a wage scale from 3 to 20 times that 
of his competitor? Our industry has seen the handwriting on the 
wall. We have lost our export markets which were a substantial part 
of our program. Unless our Government is prepared to recognize the 
facts of economic life, we face the fate that has befallen the rubber 
footwear industry in Canada, loss of the domestic market. 

Attached to this statement are 2 clippings, 1 from the Footwear 
News which carries the headline “Canada Rubber Group Sees Imports 
Forcing Industry Out of Business.” 

The other clipping is from the Akron Beacon Journal and it states 
that one of the large rubber manufacturing companies is suspending 
its manufacture of rubber footwear in Canada because of the compe- 
tition from imported footwear “chiefly made in Hong Kong at coolie 
wage levels.” 

These are ominous signposts along the road of unrealistic trade 
gy wy 

hen Congress adopted the reciprocal trade program authority 
over matters of international trade was handed over by Congress to 
the administrative branch. From then on decisions on vital questions 
of tariffs and trade were made by persons unknown to the public. 
Furthermore, these faceless persons are insulated by a bureaucratic 
maze from the people who are affected by their decisions. 
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GATT would transfer this authority over tariffs and trade to an 
even more remote plateau, an international organization which 
proposes to take over all the economic problems of the world. Congress 
has never been asked to approve GATT. OTC is an offspring of 
GATT, and if Congress recognizes and embraces OTC, this action 
will be taken as recognition and approval of GATT. 

Here is a most unique situation in which the child is trying to give 
birth to the parent. 

GATT and OTC have won numerous supporters, but we are fearful 
that many of these supporters have not read beyond the section which 
sets forth the announced purpose of these instruments. Many who 
speak favorably for GAT? and OTC have been exposed to a well- 
planned propaganda campaign aimed to sell these goods strictly on 
the label of their good intentions. 

We, though opposing GATT and OTC, enthusiastically agree with 
the aims set forth in the announced purpose of these programs. We 
make no pretense of fully understanding what GATT is, but we have 
enough knowledge to realize that it does not offer a safe and sure road 
to attainment of its high purposes. 

Although Congress has not put its stamp of approval on GATT, 
trade agreement negotiations for the past several years have been 
carried on by the United States under GATT procedures. So there 
is history to support our contention that it is unrealistic, impractical, 
and ‘sometimes unfair to operate under the GATT system. 

For example, in November 1954, the State Department published 
a list of items on which it was contemplating negotiating trade 
agreements with Japan. One of these is 1537 (b). This section em- 
braces thousands and thousands of rubber products. Does such an 
announcement give proper and adequate notice to interested persons 
as to what the negotiations are all about? 

How can the Committee for Reciprocity Information make an 
adequate investigation so that the American negotiators will go to the 
conferences with full information needed to protect American interests? 

Under 1537 (b) in Geneva in 1955, there were some cuts made. 
One, rubber and gutta-percha manufacturers, and another, soft 
rubber manufacturers, were cut from 25 percent to 12% percent. 

Months after these negotiations were completed various American 
rubber manufacturers suddenly discovered they were losing sales on 
many items to imported goods. They had not been aware that the 
Government had contemplated cutting duties on these items. 

For instance, latex foam rubber products invaded the American 
market from Great Britain and western Europe under the reduced 
duty. But the negotiations had been carried on with Japan. Japan 
was not a factor in the latex foam rubber field before or during the 
Geneva conferences. Japan is not a factor today. Great Britain, 
Germany, Belgium, and France had been important in this field. 
But not Japan. 

Under the Reeiprocal Trade Agreements Act negotiations for tariff 
adjustments are supposed to be carried on with the country which is 
the principal importer into the United States. 

Another example has to do with the industry which manufactures 
rubber catheters and surgical tubing. Before the war they were 
losing the American market to imports from Europe. When the war 
broke out in Europe the Government asked American manufacturers 
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to increase their capacity for producing these essential health items, 
which industry did. After the war when western Europe got back on 
its feet catheters and surgical rubber tubing came into this country 
and within the past year the American manufacturers have lost all 
major Government contracts on these items because they were 
underbid by importers at from 10 to 35 percent. 

Incidentally, catheters and rubber surgical tubing are on the list, 
among other rubber items, to be renegotiated in Geneva this year. 

These examples show why we fear such agencies as OTC and GATT. 
If the present administration’s policy on tariffs continues, we see the 
eventual dissolution of the rubber footwear industry in the United 
States. 

Your committee should realize what this means. Briefly: loss of 
an industry that was vitally needed in time of war emergency, loss of 
this industry’s research experience and facilities which are continuously 
employed on development of protective footwear for the armed serv- 
ices, loss of jobs for more than 25,000 American men and women, loss 
of the skills that these men and women have acquired through years 
of experience. 

The Cuatrman. Does that complete your statement? 

Mr. McFappen. There is one thing that is not in my statement 
which I think should be in the record, which came to me after I 
prepared the statement. 

If things get too rough, our manufacturers can always transfertheir 
plants to foreign soil and take advantage of low-cost production. 
Thereby they can protect their stockholders, but they have no way 
of protecting their employees. 

That is all, Mr. Chairman. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Any questions? 

If not, we thank you, sir. 

(Mr. McFadden’s prepared statement follows :) 


STATEMENT ON BEHALF OF THE FootwxeaR Division RUBBER MANUFACTURERS 
AssocIATION BerorE House Ways aNp Mans ComMITTEE ON H. R. 5550, 
Marcu 13, 1956 


My name is Cornelius P. McFadden. Iam chaitman of the Footwear Division 
of the Rubber Manufacturers Association, Inc., with headquarters in New York 
City. My appearance here is in behalf of, and with the approval of the footwear 
division of our association. This division is composed of American manufacturers 
of waterproof rubber and rubber-soled fabric-upper footwear who produce more 
than 90 percent of such footwear made in this country. 

This industry, which is over 100 years old, presently employs upward of 25,000 
production workers. Its products are health-building or health-protective. We 
feel that we are not only an important American industry, but also an industry 
essential to the welfare of the United States. In this view, we were supported 
during World War II by the Government which allocated eritically-scarce rubber 
to this industry so that it might make rubber footwear for the essential needs of 
the public. In addition, during this period the industry made more than 45 mil- 
lion pairs of rubber footwear for the military services. Today, millions of pairs 
are produced annually for the Armed Forces and for the Veterans Administration. 

We, therefore, have an ogligation to our country to oppose with all our efforts 
anything that may threaten the well-being of the industry we represent. With 
all our energies we so oppose the bill now under your consideration—H. R. 5550, 

We oppose H. R. 5550 because we are convinced that it is a dangerous bill; 
that it would expose American industry and American workingmen, anc ultimately 
the American public, to serious danger; and because we know that the rubber 
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footwear industry is most vulnerable to the harm that would follow the passage 
of this measure. 

The Organization for Trade Cooperation which H. R. 5550 proposes that the 
United States adopt and support is the head of the camel—and the camel is the 
General Agreement on Tariffs and Trade. Just what GATT is and what it can 
and might do are somewhat obscure. Through the haze that surrounds GATT 
we can see two things clearly: 

(1) GATT’s primary aim is the elimination of tariffs and other protections which 
it is the duty of Congress to provide for domestic industry and the workingmen 
and women whose livelihood is dependent on this domestic industry. 

(2) To accept GATT, Congress must surrender authority in the economic affairs 
of our Nation. 

On these two points we stand in opposition to the passage of the bill you now 
are considering. 

We feel that many American industries—rubber ‘footwear among them—need 
tariffs to enable them to compete even in the American market with the products 
of low-wage countries. How can competition be fair if one manufacturer has a 
wage scale from 3 to 20 times that of his competitor? 

Our industry has seen the handwriting on the wall. We have lost our export 
markets which were a substantial part of our production. Unless cur Government 
is prepared to recognize the facts of economic life, we face the fate that has befallen 
the rubber footwear industry in Canada—loss of the domestic market. Attached 
to this statement for your information is a reproduction of two newspaper clip- 
pings. Cne, from the ‘Footwear News”’ of February 17, 1956, carries the headline: 
“Canada Rubber Group Sees Imports Forcing Industry Out of Business.” 

The story reports the action of the rubber footwear manufacturers of Canada 
who petitioned their own government to stop the flow of imports from low-wage 
producing countries. 

The other clipping is from the Akron “Beacon Journal” of February 1, 1956. 
This article states that one of the large rubber manvfacturing companies is sus- 
pending its manufacture of rubber footwear in Canada because of the competition 
from imported footwear “chiefly made in Hong Kong at coolie wage levels.’”’ These 
are ominous signposts along the road of unrealistic trade negotiations. 

This brings us to the second point on which we have some clarity about GATT. 

When Congress adopted the reciprocal trade program, authority over matters 
of international trade was handed over by Congress to the administrative branch. 
From then on decisions on vital questions of tariffs and trade were made by persons 
unknown to the public, by persons on whose fitness the citizens of the country 
nevet have the opportunity to pass judgment. Furthermore, and more important, 
these faceless persons are insulated by a bureaucratic maze from the people who 
are affected by their decisions. 

GATT would transfer this authority over tariffs and trade to an even more 
remote plateau—an international organization which proposes to take over all 
the economic problems of the world. With such a tremendous task on its hands, 
we doubt that GATT would be much concerned over the fate of some 25,000 
persons employed in the rubber footwear industry. 

A little more than a year ago I appeared here, speaking for the Rubber Footwear 
Industry in opposition to H. R. 1. I said then: 

‘“* * * we urge that Congress regain and retain its authority over tariffs and 
trade. Keep it here where the issues can be openly discussed and where the final 
decisions will be made by the persons duly elected to make such decisions, and by 
the persons directly responsible to the citizens of our country who are affected by 
such decisions.” 

Congress may slough off its authority, but it cannot rid itself of the responsi- 
bility. Those of us who find themselves injured or threatened with injury, must 
look to Congress for relief. But regardless of how sympathetic Congress may be, 
can it give any effective assistance, if it already has surrendered its authority to 
an international group? 

Congress has never been asked to approve GATT. OTC is an offspring of 
GATT, and if Congress recognizes and embraces OTC, this action will be taken as 
recognition and approval of GATT. Here is a most unique situation in which 
the child is trying to give birth to the parent. 

If Congress is wary of GATT—and it must be because it has made clear in 
extensions of the Reciprocal Trade Agreements Act that approval of these 
measures was not to be construed as approval of GATT—- if Congress is wary of 
GATT, why should it take a chance on GATT’S offspring? 

GATT and OTC have won numerous supporters, but we are fearful that many 
of these supporters have not read beyond the section that sets forth the announced 
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purposes of these instruments. Many who speak favorably for GATT and OTC 
have been exposed to a well-planned propaganda campaign aimed to sell these 
goods strictly on the label of their good intentions. 

We, though opposing GATT and OTC, enthusiastically agree with the aims 
set forth in the announced pogo of these programs. We make no pretense of 
fully understanding what GATT is, but we have enough knowledge to realize 
that it does not offer a safe and sure road to attainment of its high purposes. 
Judging from results so far, we feel that GATT is going in the opposite direction. 

Although Congress has not put its stamp of approval on GATT, trade-agreement 
negotiations for the past several years have been carried on by the United States 
under GATT procedures. So there is history to support our contention that it is 
unrealistic, impractical, and sometimes downright unfair to operate under the 
GATT system. 

For example: In November 1954 the State Department announced that a 
Trade Agreements Conference would be held in Geneva early in 1955. The 
Department published a list of items on which it was contemplating negotiating 
trade agreements with Japan. 

On this list appeared the following: 

1537 (b). Manufacturers of india rubber or guttapercha, or of which these 
substances or either of them is the component material of chief value, not 
specially provided for (including boots, shoes, or other footwear, wholly or 
in chief value of india rubber), except the following: 

Bougies, catheters, drains, sondes, and other urological instruments; 
gloves; gaskets, packing, and valves; golf-ball centers or cores, wound 
or unwound; nursing nipples or pacifiers; tires wholly or in chief value 
of india rubber; heels a soles for footwear wholly or in chief value of 
india rubber; hose and tubing; and other articles (not including auto- 
mobile, bicycle, or motorcycle tires), wholly or in chief value of gutta- 
percha only. 

This embraces thousands and thousands of rubber products. Only a handful 
are excepted. Does such an announcement give proper and adequate notice 
to interested persons as to what the negotiations are all about? ow can the 
hundreds of rubber manufacturers have the faintest idea of what may befall 
them in such conferences? How can they defend themselves? How can the 
Committee for Reciprocity Information make an adequate investigation so that 
the American negotiators will go to the conferences with full information needed 
to protect American interests? The United States manufacturers and their 
emplovees, whose fate rests with the American delegates to these conferences, are 
completely in the dark as to the considerations that determine the final decisions; 
and the negotiators cannot possibly be fully enlightened on the conditions within 
the various industries that should guide their thinking. 

Let’s see what happened in Geneva in 1955 with reference to the products 
listed under paragraph 1537 (b): 

Rubber and guttapercha manufacturers, n. s. p. f.: 
“Other”’ tires of guttapercha cut from 25 percent to 12% percent. 
“Other” druggists’ sundries of soft rubber cut from 25° percent to 12% 
percent. 
“Other” soft rubber manufacturers cut from 25 percent to 12} percent. 

Months after these negotiations were completed various American rubber 
manufacturers suddenly discovered they were losing sales on many items to 
imported goods. They had not been aware that the Government had con- 
templated cutting duty on these items. 

For instance, latex foam rubber products invaded the American market from 
Great Britain and Western Europe—under the reduced duty. 

But the negotiations had been carried on with Japan. Japan was not a factor 
in the latex-foam-rubber field before or during the Geneva conferences. Japan 
is not a factor today. Great Britain, Germany, Belgium, and France had been 
i rtant in this field. But not Japan. 

nder the Reciprocal Trade Agreements Act negotiations for tariff adjustments 
are supposed to be carried on with the country which is the principal importer 
into the United States. 

American manufacturers who relied on that regulation are the sorrier today. 

Let’s have another example of the unrealistic manner in which we have been 
negotiating trade agreements. 

A few years before World War II broke out in Europe, imports of catheters and 
surgical tubing began to flood the country. These goods, made by cheap labor in 
France, Italy, and Germany, drove American producers from a large part of the 
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American market. The domestic manufacturers drastically curtailed production 
and I believe some went out of this phase of the rubber business entirely. 


With the war, these essential items had to be made available to the American 
public and the American military services. Later, as a matter of fact, we had to 
supply our allies. So, when our European sources were cut off, the Government 
prevailed upon American manufacturers to expand their production of these items. 

Then, after the war, when Western Europe got back on its feet, catheters and 
rubber surgical tubing started to come into the United States from abroad. Within 
the past year, American manufacturers lost all major Government contracts on 
these items because they were underbid by importers from 10 to 35 percent. 

So what happens? Catheters and rubber surgical tubing are listed among other 
rubber items to be negotiated for further tariff cuts at the current Geneva 
Conference. 

The few manufacturers of these products are not certain they will be negotiated. 
That is kept a deep secret until the deed is done. But when they were notified 
that they were on the list, they took the position that the Government should 
know that it persuaded them to expand their facilities in a field that had been 
virtually lost to foreign competition; the Government should know that in an 
emergency this industry is needed, and that this industry cannot exist without 
adequate tariff protection. 

These examples show why we fear such agencies as OTC and GATT. If the 
present administration’s policy on tariffs continues, we see the eventual dissolution 
of the rubber footwear industry in the United States. 

Your committee should realize what this means. Briefly: 

Loss of an industry that was vitally needed in time of war emergencies. 
Loss of this industry’s research experience and facilities, which are con- 
tinuously employed on development of protective footwear for the armed 
services. 
Loss of jobs for more than 25,000 American men and women. 
Loss of the skills that these men and women have acquired through years 
of experience. 
nig ANG of the rubber footwear division, the Rubber Manufacturers Associa- 
tion, Inc.: 
Bata Shoe Co., Inc., Beleamp, Md. 
Bristol Manufacturing Corp., Bristol, R. I. 
Cambridge Rubber Co., Cambridge, Mass. 
Converse Rubber Co., Malden, Mass. 
Endicott Johnson Corp., Johnson City, N. Y. 
Goodyear Footwear Corp., Providence, R. I. 
Goodyear Rubber Co., Middletown, Conn. 
Hood Rubber Co., Watertown, Mass.; division B. F. Goodrich Co. 
LaCrosse Rubber Mills Co., LaCrosse, Wis. 
Mishawaka Rubber and Woolen Manufacturing Co., Mishawaka, Ind. 
Servus Rubber Co., Rock Island, IIL. 
Tingley Rubber Co., Rahway, N. J. 
Tyer Rubber Co., Andover, Mass. 
U, 8. Rubber Co., New York, N. Y. 


{Akron Beacon Journal, February 1, 1956] 
No More Russper FootweEar—Ca#eEap Imports Kitt BFG Irem In CANaApDa 


Imported rubber footwear made by low cost labor is forcing B. F. Goodrich, 
Canada, Ltd., out of the rubber footwear business after 30 years, President Ira 
G. Needles announced today. 

The firm, a division of B. F. Goodrich Co., will suspend these operations as 
ey as present inventories are sold, he added. The plant is located in Kitchener, 

nt. 

Rubber-soled canvas shoes, chiefly made in Hong Kong at coolie wage levels, 
which have been dumped on the Canadian market have drained away more than 
half of the domestic demand, Needles added. 

Waterproof rubber footwear imports are following the same trend. During the 
first 9 months of 1955, they increased 126 percent over the same period in 1954. 

“The unrealistic competition and the failure of the Government to stem the 
flood of imports has caused us to discontinue the marketing of our rubber-soled 
canvas fuotwear as soon as orders on hand are filled and our ample stocks are 
sold,” Needles declared. 
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“We will continue to market our plastic footwear and will study the possi- 
bilities of producing additional plastic items,” he said. 

Repeated requests have been made to the Canadian Government to use import 
quotas or some other means to protect the Canadian footwear industry, Needles 
said. Kmployment has dropped from 7,500 to 4,500. Apparently the Govern- 
ment considers this industry expendable, he said. 


[Footwear News, February 17, 1956] 
Canapa RuspspéR Groupe Sees Imporis Forcine INpustry Ovt or BuSsINEss 
(By Chaim Newman) 


Toronto, February 16.—The possibility that Canadian rubber footwear manu- 
facturers may be forced completely out of business was emphasized in a brief 
presented here to the Royal Commission on Canada’s Economic Prospects by the 
Rubber Association of Canada. 

Represented by Gregory I. Smith, the association secretary and manager, 
R. C. Berkinshaw, president, Goodyear Tire & Rubber Co., of Canada, Ltd., 
New Toronto, Ontario, and C. C. Thackrey, president, Dominion Rubber Co., 
Ltd., Montreal, the industry here called for Government action to stem the flow 
of ‘imported shoes which continue to flood the country at an increasing rate.” 

“Tt was the footwear section which had been much harder hit by foreign com- 
petition than other divisions of the rubber industry in Canada,’’ the brief said 
It continued: 

HONG KONG STEPS UP EXFORTS 


Because Hong Kong had stepped up its exports of canvas shoes with rubber 
soles to ‘‘alarming proportions,’ the Canadian industry might not survive in the 
competitive struggle without some measure of safeguard. 

Imports of canvas shoes with rubber soles were up from $36,000 in 1937 to 
$492,000 in 1954 and $1,020,000 in the first 8 months of 1955. Imports of boots 
and shoes of rubber n. o. p. increased from $101,000 in 1937 to $781,000 in the 
first 8 months of 1955. 

The brief pointed out that Hong Kong rubber footwear manufacturers employ- 
ing 6-cent-an-hour labor and aided by a depreciated currency, could land rubber 
footwear in Cansaa, duty paid, at about one-half the cost of comparable footwear 
made by Canadian workers earning $1.45 an hour. 

As 4 direct result of such competition in markets abroad, Canadian ee 
of rubber footwear have been driven down from 6 million pairs in 1947 to 72,000 
pairs in 1954. 

Imports of rubber canvas footwear into Canada increased from 2,000 pairs in 
1949 to approximately 2,250,000 pairs in 1955, equal to more than 50 percent of 
the total Canadian market. Meanwhile, imports of waterproof rubber footwear 
increased more slowly, from 91,000 pairs iz, 1949 to 625,000 pairs in 1954. In 
1955, however, the rate of increase had aecelerated ard it was estimated thatim- 
ports for the full year reached some 1,250,000 pairs, or about 10 percent of the 
total Canadian market, compared with 5 percent in 1954. 

The combined effect of loss of export trade and loss of domestic business had 
forced Canadian production down from 24 million pairs in 1947 to 12 millions in 
1954. 

The brief urged an immediate and detailed study of Canadian foreign trade 
policy and the establishment of a department of economics headed by a cabinet 
minister to deal with existing and future economic pressures. 

The association also urged that there were now sound economic reasons for 
liberalizing and relaxing the anticombines law in Cansda. 


The CuarrMANn. The next witness is Mr. Frank Hull. Is he here? 

Mr. Wueatiey. Mr. Chairman, I am acting for Frank Hull in his 
absence. 

The CuarrmMan. Come forward, please. 

Mr. Wueatuey. He recently resigned. and I am acting president 
of this international union, the International Brotherhood of Operative 
Potters. 

The CHatrMan. Give your name, address, and the capacity in 
which you appear. 
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STATEMENT OF EDWIN L, WHEATLEY, PRESIDENT, INTERNA- 
TIONAL BROTHERHOOD OF OPERATIVE POTTERS, AFL-CIO, 
EAST LIVERPOOL, OHIO 


Mr. Wueattey. Edwin L. Wheatley of the International Brother. 
hood of Operative Potters, East Liverpool, Ohio. 

Mr. Chairman and members of the House Committee on Ways 
and Means: I appear in behalf of the International Brotherhood of 
Operative Potters, an affiliate of the AFL-CIO. Our membership 
includes the majority of workers employed in making household 
china and earthenware as well as other products of clay, such as 
artware, restaurant and hotel chinaware, and sanitary bathroom 
fixtures. 

We have a long record of peaceful relations and collective bargaining 
with our employers and are proud of this record. We believe in the 
American system of free enterprise and are glad to have a hand in 
helping to maintain it. We enjoy the earnings and standard of living 
that has become characteristic of American enterprise. It is one of 
the functions of our union to see to it that the benefits of production 
are equitably shared by management with its workers. 

For years our situation has been menaced by imports from countries 
that do not adhere to our standards of wages, working conditions and 
hours of labor. Many of the imports in fact come from areas of the 
world where wages are less than a tenth of those received by our 
own members. 

Keeping in mind the fact that direct labor costs in the pottery 
industry are high, over 60 percent of total production cost, it is easy to 
see what a tremendous competitive advantage the foreign producers 
enjoy in this market. Wages in some other countries are considerably 
higher than those indicated above but are still only a third or a fourth 
of those prevailing in this country. 

Our industry has for years suffered from import competition. In 
the case of household china as distinguished from earthenware over 
80 percent is imported. Nevertheless, in the face of the competitive 
advantages already enjoyed by foreign producers in our market, the 
tariff was reduced on a number of important items of china and 
earthenware under the so-called reciprocal-trade-agreements program. 

Frankly, we have never been able to see any reciprocity in the pro- 
gram unless it is reciprocity to damage and take business away from 
one American industry in order to help another. That would be a 
strange concept of reciprocity, but that is exactly how the trade 
agreements program has looked tous. It spells rank favoritism by the 
Government. It represents outright discrimination against some 
industries in favor of others. The favored ones are mostly the mass 
production industries that seek greater export markets. 

Our industry has gone before the Tariff Commission as have others, 
under the escape clause, and we lent our full support to the industry. 
It was found in one case, in a cost of production investigation by the 
Tariff Commission, that a tariff rate of 274 percent would be needed 
to bridge the difference in the cost of production between Japanese 
and American earthenware. But nothing was done about it. 

In fact, we have found that the administrative remedies provided 
by law for relief from injury inflicted by cheap imports are no help; 
and I can tell you the reason. It is to be found in the State Depart- 
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ment attitude. That Department has not only shown no sympathy 
for the plight. of American industry and workers faced with job- 
destroying and plant-closing foreign competition, it has made it plain 
to us that we need look for no help from them nor encouragement nor 
a word of hope or cheer. 

In their eyes this industry like any other American industry that 
cannot compete with imports, no matter under what conditions of 
wages, hours or working environment the imported product may have 
been produced, thereby convicts itself of inefficiency and might as 
well go out of business. 

The State Department has been and still is the haven of the world 
economic planners, those who know just exactly what industries-are 
best for this country, which ones should be weeded out by the bureau- 
crats and which ones favored. 

You may wonder what all this has to do with H. R. 5550, the bill 
that would approve United States membership in the Organization 
for Trade Cooperation, OTC. 

The question almost answers itself. 

The State Department is unfit by its very nature to sit in judgment 
over any legitimate American industry. It is a mistake of the first 
order to place such power in the hands of a department that knows 
little and cares less about American industry. Yet that is exactly 
what has happened under the trade agreements program. 

What we would like to see is not a move to confirm this unsound 
situation but just the opposite. The State Department should be 
deprived of its power of life and death over our industry. 


This bill if approved would make that power and influence perma- 
nent. Worse yet, it would place the control through the State 


Department in an organization with headquarters in Geneva, Switzer- 
land. The United States would have one vote out of the whole lot, 
or 1 out of 35. 

There would not be one chance out of a million that any repre- 
sentative of our workers, or of our industry for that matter, could get 
within earshot of the delegates who would be sitting in judgment over 
our destiny. Arrogant as the State Department has shown itself to 
be under present circumstances and callous as its officials have shown 
themselves to be toward American industry and workers, this would 
be nothing compared with the contempt that they would treat us to 
if once Congress gave them the ‘‘go” sign by approving the OTC. 

This is a very serious matter for us. In our opinion the Congress 
should keep its hand on the wheel and not sign over to the State 
Department and an international organization matters that are so 
vital to us and so close to our everyday welfare. We want to keep 
our system where if things are not to our liking in the Government 
we can have a place to come and tell our story, with the feeling and 
the assurance that our elected representatives still have the power 
that the Constitution gave them. We don’t want to find ourselves 
in the position of coming down there to Washington or getting in 
touch with our Representatives in Congress only to find out that they 
no longer have anything to say about the matter of tariff policy or 
about regulating foreign trade. 

There has been no change made in the Constitution that takes 
such power out of the hands of Congress; and so long as Congress con- 
tinues to have this power we don’t want to see the State Department 
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by some slick maneuver such as the OTC proposal represents, take 
Congress out of the game. We want Congress to continue to be the 
umpire. Then we will know that going to the polls and voting will 
still mean something. 

It should not be necessary to add at this point that as president 
of the International Brotherhood of Operative Potters I want to go 
on record as flatly opposing the passage of H. R. 5550. The bill 
should be soundly defeated as an unacceptable proposal to water down 
the meaning of representative Government in this country. 

The CHarrmMan. We thank you for your statement and the informa- 
tion given the committee. 

Are there any questions? 

If not, we thank you, sir. 

(Resolution submitted by Mr. Wheatley follows: ) 


THE Fouttow1ne RESOLUTION Was ADOPTED BY THE AMERICAN FEDERATION 
or LaBor IN THEIR 1954 Convention, Los ANGELES, CALIF. 


Whereas the imports of pottery have deprived many of our members of jobs 
or placed them on shortened workweek; and 

Whereas imports come from countries where wages are far below our own, 
ranging from a quarter to a tenth of the wages received by our members; and 

Whereas these lower wages result in lower rates and thus confer a great com- 
petitive advantage upon imports; and 

Whereas wage costs represent from 60 to 70 percent of the cost of production 
because of the large amount of handwork involved in pottery manufacturing; and 

Whereas our membership faces economic disaster if the inroads of imported 
pottery upon the domestic market are not halted; and 

ee competition varies greatly, depending upon the source of the imports; 
an 

Whereas the United States Tariff Commission found such a difference in cost 
of production between domestic and Japanese pottery that a duty of 249 percent 
would be required to equalize cost; and 

Whereas such a rate of duty would have an appearance of exorbitance and 
would in fact be higher than necessary with respect to imports from other countries 
thus rendering the tariff an improper instrumentality of regulating pottery 
imports: Therefore be it 

Resolved, That the American Federation of Labor lend its support to the efforts 
of the International Brotherhood of Operative Potters to obtain through official 
Federal channels the imposition of reasonable import quotas on the imports of 
pottery; and be it furtLer 

Resolved, That such import quotas be based upon imports of recent years and 
the quantities reduced to a percentage of total domestic consumption, this 
percentage to represent the share of the market that may be supplied by imports 
in future years and thus insuring against the destruction of our market and the 
progressive deprivation of jobs to our membership; and finally, be it 

Resolved, That copies of this resolution be sent to the President of the United 
States and to members of the House Ways and Means Committee and of the 
Finance Committee of the Senate. 


The CuarrmMan. The next witness is Mr. Joseph H. Courtney. Is 


Mr. Courtney here? Come forward, please. Please give your name, 
address, and the capacity in which you appear for the record. 


STATEMENT OF JOSEPH H. COURTNEY, REPRESENTING IMPORT 
COMMITTEE OF THE AMERICAN GLASSWARE ASSOCIATION 


Mr. Courtnrey. My name is Joseph H. Courtney. I am treasurer 
of Morgantown Glassware Guild, Inc., of Morgantown, W. Va., and I 
am representing the import committee of the American Glassware 
Association, as well as my company. 
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For the reasons we will give, we are gravely concerned about and 
are strongly opposed to the membership of the United States in the 
organization for trade cooperation provided for in H. R. 5550 to 
administer the General Agreement on Tariffs and Trade. 

I am not a constitutional lawyer and consequently, I cannot argue 
the technicalities of constitutional law as it may apply to OTC-GATT. 
However, we have noted a number of conflicts with the prerogatives 
which the Constitution of the United States provides and should be 
exercised by the Congress. The Constitution provides that Congress 
shall regulate commerce with foreign nations. Through the inter- 
national accortl called GATT the State Department agrees to follow 
regulatory rules that are opposed to existing acts and powers of 
Congress. 

For example, since it is the constitutional responsibility of Congress 
to regulate commerce with foreign nations, we feel it is contrary to 
our democratic form of Government that the State Department has 
not submitted the particulars on GATT to Congress for approval. 
It is our opinion that the State Department has decided its authority 
overshadows the authority of Congress in matters relating to commerce 
with foreign nations. This amounts to the usurpation of authority 
Congress should reserve to itself. Because of the tremendously im- 
portant authority that would be exercised by GATT and its adminis- 
trative arm, OTC, and the resulting serious obligations our Govern- 
ment would be obliged to meet, which would affect the economic 
stability of the United States, we believe such delegations of Congress’ 
authority is most unwise. 

GATT nations will not join OTC unless the United States becomes 
a member. ‘This is in itself suspect and raises the question of why 
those nations refuse to believe benefits would accrue to them by 
cooperating through GATT-OTC unless the United States joins. 
We submit the other countries, whose labor costs and standards of 
living are greatly inferior to those of the United States, reason that 
this country’s markets are ripe plums to be picked off by cutrate 
prices based on their own substandard costs of production. Coinci- 
dentally they recognize that they will not be able to invade easily 
the markets of other GATT countries because they have like standards 
of living and production costs. 

As a member of OTC the United States has only one vote, the same 
as the smallest GATT country. Although it is provided the United 
States, like any other member, could withdraw from the organization, 
we would be naive indeed not to recognize that such a withdrawal 
would greatly damage the reputation of this country as a world leader. 
We would be withdrawing from commitments to abide by rules, regula- 
tions and other contractual agreements within the GATT framework. 
The time to recognize the impracticality of such a move is before such 
entanglements are entered into, not afterward to the embitterment of 
other nations. 

According to article XXIX, the nations agree, on call by OTC, to 
enter into negotiations “directed to the substantial reduction of the 
general level of tariffs.’’ If the United States subscribes to the 
charter we strongly believe our country will be dangerously exposing 
its economic welfire to a world-planned economy and that control of 
our domestic production, trade and monetary exchange will be politi- 
cally dominated by impractical internationalists. 
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We are opposed to the transference of such vast powers out of the 
hands of the representatives of the American people into the hands of 
the OTC international negotiators. Such a gamble with our country’s 
economic stability is, in our opinion, contrary to good judgment and 
would deprive industry and commerce of recourse to the chosen repre- 
sentatives of the people for relief from foreign competitive hardships. 

It may be argued that although the United States would have only 
one vote in OTC its importance and influence would prevent advantage 
being taken of its domestic market. Here, again, we feel it is better to 
recognize now, rather than when it is too late, that if the United 
States should attempt to impress its will upon the other nations and 
thus dominate decisions in OTC, it will be wide open to criticism by 
those nations and bitterness will result. 

On the other hand, if due weight is not accorded the votes of the 
various nations on the basis of the importance of their respective 
economies, and it is not understood in advance just what the propor- 
tionate weights in fact are, we firmly believe our national economy 
will be gravely jeopardized by majority, or two-thirds vote action of 
nations having inferior standards of living that are uniting to infiltrate 
our domestic markets with low-cost goods. 

GATT’s proposed establishment of a permanent organization for 
trade cooperation poses another objectionable, serious problem. An 
important responsibility of OTC would be the settlement of disputes 
concerning the meaning of GAT'T’s complex provisions. It would be 
empowered to authorize discrimination against the United States 
trade with other nations at any time it may decide the United States 
is not conforming with GATT terms. If the United States should be 
a party toa dispute it would have no vote at all. If not involved in a 
dispute it would have its one vote out of 35. 

Important parts of the responsibility entrusted to Congress by the 
Constitution regarding the laying and collecting duties and regulating 
commerce with foreign nations, have already been delegated to the 
President, who in turn has, in effect, delegated them to the State 
Department. It is now proposed that this responsibility be handed 
over to OTC subject to foreign power control. 

The OTC has now been commonly recognized as the resurrection 
of the old [TO—International Trade Organization—which never was 
reported out of the House Foreign Affairs Committee, after hearings 
were conducted on it in 1950. We feel there is just as much reason 
now why OTC in its present seemingly i innocuous but dangerous garb 
should be rejected. 

We wish it clearly understood that we are not unaware of the 
importance of active international trade in a strong, free world. 
However, we firmly believe that for the United States to remain a 
respected leader among free nations it must also remain economically 
strong. It must be free to negotiate its trade agreements with nations 
on mutually agreeable grounds without the interference of a multitude 
of other nations. The State Department should not be permitted to 
commit this country to trade or other regulations by assuming powers 
that are constitutionally given to, and should remain with, the 
representatives of the people. Trade among friendly nations on a 
peaceful, economic basis should be regulated by the Congress after 
open debate and negotiation, and should never be subject to arbitrary 
acts by administrative officials. 
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May we conclude our statement by saying that if GATT is triggered 
by OTC, our domestic markets will, be increasingly shot through by 
unfairly ‘competitive, low-cost goods that will tend to reduce our 
country’s standard of living toward that of the less fortunate nations. 
GATT will not raise the standard of living of other countries as 
contended by the proponents of OTC, except to the detriment: and 
at the expense of the United States economy. 

Participation in OTC-GATT would remove from Congress the 
power and responsibility of regulating trade and commerce with 
foreign nations, and we resent the implication that Congress is incap- 
able of looking after the commercial interests of the United States. 
We oppose this attempted violation of the constitutional power of 
the Congress and the placing of such power under the control of an 
organization dominated by foreign countries. Therefore, we respect- 
fully urge you gentlemen of this committee not to report out H. R. 
5550. 

The CuarrMan. Does that complete your statement? 

Mr. Courtney. It does. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Any questions? 

If not, we thank you. 

Mr. Courtney. Thank you, sir. 

The CuarrMan. The next witness is Mr. Stanley H. Ruttenberg. 
Come forward please, sir. Please give your name, address, and the 
capacity in which you appear for the record. 


STATEMENT OF STANLEY H RUTTENBERG, DIRECTOR OF RE- 
SEARCH, AMERICAN FEDERATION OF LABOR AND CONGRESS 
OF INDUSTRIAL ORGANIZATIONS 


Mr. Rutrensere. Thank you, Mr. Chairman. 

My name is Stanley H. Ruttenberg. I am Director of Research of 
the American Federation of Labor and the Congress of Industrial 
Organizations. I appear here today in behalf of that organization. 

The CHarrMan. Without objection your whole statement will be 
incorporated in the record. 

(Mr. Ruttenberg’s prepared statement follows:) 


STATEMENT BY STANLEY H. RurrenserG, Director oF REsEARCH AMERICAN 
FEDERATION OF LABOR AND CoNGREss OF INDUSTRIAL ORGANIZATIONS BEFORE 
THE HousE Ways AND MEaAns ComMITTEE ON H. R. 5550, A Britt To AuTHOR- 
1zEB U. S. MEMBERSHIP IN THE ORGANIZATION FOR TRADE COOPERATION, 
Marcu 13, 1956 


I appreciate this opportunity to appear before your Committee today to express 
the views of the American Federation of Labor and Congress of Industrial Organi- 
zations on H. R. 5550. This bill, which has been introduced by the Chairman of 
this Committee, would authorize United States membership in the Organization 
for Trade Cooperation. 


ENACTMENT OF H. R. 5550 SUPPORTED 


The AFL-CIO wholeheartedly supports United States membership in OTC 
and urges speedy enactment of H. R. 5550. 

It was in recognition of the need for a permanent international organization for 
the administration of the General Agreement on Tariffs and Trade that the AFL— 
CIO Executive Council at its meeting held last month called for prompt author- 
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ization of United States membership in OTC. This is what the executive council 


aid: 
“The next vital ~— is to tie these nations together in an administrative organi- 
zation to coordinate their work between negotiating sessions, as well as to facilitate 
their periodic negotiations. To accomplish this objective, a charter for the 
establishment of an Organization for Trade Cooperation (OTC) has been drafted. 
President. Eisenhower has submitted this to Con for approval. Wewhole- 
heartedly endorse this pr l and urge that the Congress not delay its approval. 
The establishment of OTC will not affect trade policy, decisions or concessions 
in any way. It is purely an administrative body. 

I am attaching to my statement the full text of this AFL-CIO policy statement 
on international trade and respectfully request that it be incorporated in the record 
of the hearing. 


AFL-CIO SUPPORT FOR RECIPROCAL TRADE PROGRAM REVIEWED 


The statement by our executive council expresses the continued support of the 
now united labor movement for the Reciprocal Trade Program which tne A. F. of L. 
and the CIO have consistently supported since its inception. The AFL-CIO 
stands committed to the principle that “the free world will be aided by the con- 
tinued, but necessarily gradual, reduction of trade barriers and the expansion of 
international trade and commerce.” 

We believe that this principle is the very heart of our Nation’s trade policy 
initiated first by President Roosevelt and Secretary of State Cordell Hull and 
repeatedly supported. Most ak this principle was reiterated by President 
Eisenhower and supported by the Congress when the 3-year extension of the 
regpraen trade program was arores last year. 

. R. 5550 is a simple bill with an extremely important objective. By author- 
izing United States affiliation with and support of the OTC, it would place the 
GATT, to which the United States has been a party since its inception 8 years 
ago, on a permanent and effective basis. And that is all it would do. 

The United States and the other free nations of the world have derived great 
benefits fromthe GATT. The series of multilateral trade negotiations which have 
taken place under the GATT have significantly facilitated the broadening of 
world trade through reduction of tariff barriers and gradual removal of quotas 
and other restrictions impeding international commerce without doing serious in- 
jury to American production. There can be no doubt that the expansion of world 
trade to which the GATT has provided impetus has been an important contrib- 
uting factor in making possible the economic prosperity which most of the free 
nations enjoy today. 


OTC OBJECTIVES DISCUSSED 


The sole purpose of the OTC is to place the GATT on a more secure and perma- 
nent footing. At present it is unique among international organizations in that 
it has no permanent secretariat and no permanent administrative machinery. 

All that establishing the OTC would do would be to correct these inadequacies 
in the present organization of GATT. OTC would be an administrative not a 
policy-making body. It would arrange for international meetings for tariff 
negotiations. It would assemble and publish important statistical and economic 
information relating to tariffs and trade. It would enable disputes arising under 
the GATT to be studied, heard and resolved expeditiously, before undue political 
tensions mount. Finally, and most important, it would provide a forum for dis- 
cussion of important international trade issues of concern to member nations. 


OTC MEMBERSHIP WOULD NOT EXTEND UNITED STATES COMMITMENTS 


I know, however, that questions have been raised about such things as the 
impairment of our sovereignty, about the obligations on the United States, ete. 
These allegations do not seem to us to have any substance. The sovereignty of 
the United States is supreme. It cannot be superseded by an international 
organization. The Congress of the United States, in line with the Constitution, 
enacts legislation that establishes United States Government policy. The member- 
ship of the United States in an international administrative organization such as 
OTC in no way subordinates the integrity and sovereignty of the United States 

The OTC will provide administrative machinery for the GATT and a forum 
for discussion of tariff issues. It will not in the slightest degree extend United 
States commitments beyond those which have already been authorized by the 
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Congress. OTC will not raise or lower tariffs. That can be done only in actual 
tariff negotiations. As far as United States representatives to such negotiations 
are concerned, the extent of their authority to reduce tariffs is determined by 
legislation which Congress has enacted or will enact in the future. OTC does 
not intend to and cannot in any way alter those limitations. Indeed, realistically 
viewed, United States participation in OTC should be regarded as neither an 
extension of our commitments for tariff reductions nor a greater step toward 
liberalizing trade. 
TRADE RESTRICTIONS 


Let me dwell! for a moment on the important service OTC will perform as a 
forum for discussion of important international trade issues. e too often 
forget that the trade restrictions which other nations have imposed on goods 
coming from our shores have been far more significant than any similar limita- 
tions we have established against the commerce of other nations. This is under- 
standable because in the aftermath of World War II, faced with immediate prob- 
lems of reconstruction of their economies, the nations ravaged by war were forced 
to impose quotas on imports and to adopt other drastic measures to bolster their 
domestic economies. It is a good sign that the nations which have been forced 
to resort to these extraordinary measures have been gradually removing their 
balance of payments restrictions so that more than half of Western Europe’s 
imports from the United States have now been freed of quotas. Even on those 
items for which quotas still remain, licensing has been substantially liberalized. 

Nevertheless, it is still true that the restrictions still in effect against our goods 
shipped abroad are substantially greater than those which we have placed against 
the goods of other nations coming into this country. Therefore, while it is true 
that other nations in OTC will have an opportunity to air their complaints against 
us, just as they can in any other international body, we will derive a far more than 
compensating advantage in the opportunity to secure a review of the restrictive 
measures of other nations against us. 


LABOR STANDARDS-——-AN IMPORTANT ASPECT OF TRADE POLICY 


Moreover, from the point of view of the particular interests of American workers 
in trade and tariff policy, we are hopeful that the OTC will provide a focal point 
for discussion of the relationship of labor standards to tariff policy. The AFL-— 
CIO firmly believes that the failure to establish and maintain at least minimum 
labor standards in an exporting country should be considered a valid cai.se for 
withdrawal of United States tariff concessions. Such a policy will not only protect 
American workers against injury that might result from tariff concessions, but will 
help to raise living standards of low-wage workers in exporting countries and thus 
eqi itably promote and extend multilateral trade. 

We hope that where countries exporting to the United States are not making 
efforts to establish minimum labor standards in their exporting industries, that 
the United States through OTC will protest against such unfair competition and 
use the administrative machinery of OTC to seek to obtain commitments from 
such countries that they will establish and maintain minimum labor standards. 
This is only one of the many important functions which the OTC can perform 
which will redound to the benefit of the United States. 


CONCLUSION 


The AFL-CIO urges enactment of H. R. 5550 because we believe that estab- 
lishment of OTC will contribute toward a more effective GATT. This will make 
it possi le for our nation, but only if it wishes to do so, to cooperate with the other 
free nations in continued mutual efforts to carry out the intent of Congress to 

romote a gradual reduction of the barriers to world trade. We favor United 
tates membership in OTC because without such a permanent agency, such 
efforts at best would be cumbersome and unwieldy and therefore less effective. 

The AFL-CIO regards American membership in the OTC as the logical and 
indeed necessary extension of our continued support for the reciprocal trade agree- 
ments program. Through helping to strengthen cooperative arrangements in the 
area of international trade, our Nation can help to enhance and make more effective 
the cooperation of the nations of the free world in all their joint endeavors at this 
critical moment in world history. If the United States takes the leadership in 
every effort to expand the commerce between the free nations of the world, it will 
redound to our own economic advantage as it will to the economic advantage of 
our friends and allies. 
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On behalf of the AFL-CIO, therefore, I respectfully urge that this Committee 
report favorably and that the Congress pass H. R. 5550 as introduced by the very 
able and distinguished Chairman of this Committee, Mr. Cooper. 


STATEMENT BY THE Executive Counci, AMERICAN FEDER4TION OF LABOR AND 
CONGRESS OF INDUSTRIAL ORGANIZATIONS, Miami, Fua., Fepruary 7, 1956 


INTERNATIONAL TRADE 


Expansion of international commerce and the lessening of barriers to inter- 
national trade must be key objectives in this country’s total foreign policy. 
Economic development—in many instances, the economic survyival—of many 
countries throughout the world is dependent upon the ability to buy American 
goods and products. Many American industries are dependent to a substantial 
extent upon the exports of their products. 

On the other hand, many basic commodities needed to continue production in 
key American industries are ay-ilable only in overseas countries. Certain food- 
stuffs used daily by American families must be imported. 

There is a great interdependence among nations of the world. Many rations 
actually depend upon trade as their vital bloodstream. It is in the interest of 
the free world to keep this vital bloodstream flowing. 

If the United States does not foster mutually advantageous trade relations 
with the other free nations, there is a real danger that the Soviet bloe will step 
into the breach. If the United States is interested in preserving a free world. in 
building strong and effective economies in these countries, in preverting the 
spread of communism and totalitarianism, in maintaining markets for many of 
our products, in preserving a steady flow of raw materials and foodstuffs into 
this country, then we must actively support and participate in the extension of 
multilateral trade among the free nations of the world. 

Such a program was started in the middle ’30’s when the reciprocal trade 
agreements program was enacted. The American Federation of Labor and the 
Congress of Industrial Organizatior.s have consistently supported the reciprocal 
trade agreements program from its inception. It has been extended periocicelly, 
with modifications, ever since. At first, the United States negotiated bilateral 
agreements which incorporated the most-favored-nation clause. The program 
of reciprocal trade, which includes the escape clause ar.d the peril point procedure, 
was designed to promote exports and imports without causing serious injury to 
American industries. Beginning in 1947, multilateral trade agreements were 
negotiated. There are now some 30-odd countries that are parties in one way or 
another to these negotiations. 

The next vital step is to tie these nations together in an administrative organi- 
zation to coordinate their work between negotiating sessions, as well as to facilitate 
their perindic negotiations. To accomplish this objective, a charter for the 
estat lishment of an Crganization for Trade Cooperation (OTC) has been drafted. 
President J isenhower has submitted this to Congress for approval. We whole- 
heartedly endorse this proposal and urge that the Congress not delay its approval. 
The establishment of CTC will not affect trade policy, decisions or concessions 
in any way. It is purely an administrative body. 

Cn the policy side, there are many crestions. As long as the reciprocal trade 
agreements pregram is carried out without doing seriovs injury to American 
industry, it will have the wholehearted endorsement and support of the AFL- 
CIO. Serious injury, in the main, ean be avoided by the continuation of the 
present procedure for peril point findings which precede all multilateral negotia- 
tions. The peril point concept goes a long way toward implementing the basic 
tenet that trade concessions shall be granted without doing serious injury to 
American industries. 

Every trade agreement, as the result of a legislative mandate, eontains an 
escape clause that permits the affected industry to appeal to the United Stetes 
Tariff Commission and the President for relief from serious in‘ury or the threat 
of serious injury resulting from tariff concessions. This provision should be 
continued. 

Many times the industries affected by increased imports are located in com- 
munities dependent upon one industry. Such communities are hit cvite hard 
and become distressed areas. I egislation should be enacted to assist these 
commuinities by aiding the workers, industrial enterprises and communities to 
adjust to the situation. 
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In addition, injury that might result from tariff concessions can be minimized 
by improving labor standards of workers abroad. During the multilateral trade 
negotiations, no tariff concession, for example, should be granted on products 
made under labor standards that are considered substandard in the exporting 
country. Failure to establish and maintain at least minimum labor standards 
in the exporting country should be considered valid cause for withdrawing United 
States tariff concessions. 

American labor will continue to work with the ILO and the ICFTU, so that 
national labor centers in countries throughout the free world will be better able 
to attain living standards that enable their countries to compete more equitably 
on the world market. 


With the improvement of worldwide living standards, the development of an 
adjustment program in the United States, the continuation of an effective adminis- 
tration of the escape clause and the peril point procedures, and the approval of 
of the OTC by Congress, we in the AFL—CIO are confident that the free world 
will be aided by the continued, but necessarily gradual reduction of trade barriers 
and the expansion of international trade and commerce. 

Mr. Simpson. We remember Mr. Ruttenberg from his earlier appear- 
ances before the committee. He always provides information. I was 
hoping he might be able to arrange his schedule so we could ask some 
questions. I just wonder whether the time might be extended more 
than 10 minutes. 

The CuairMan. He is recognized for 10 minutes. We will see how 
he gets along. 

Mr. Rurrensera. I would be perfectly happy to come back at any 
time you like, Mr. Simpson. 

I appreciate this opportunity to appear before your committee today 
to express the views of the AFL-CIO on H. R. 5550. This bill, which 
has been introduced by the chairman of this committee, would author- 
ize United States membership in the Organization for Trade Coopera- 
tion. 

The AFL-CIO wholeheartedly supports United States membership 
in OTC and urges speedy enactment of H. R. 5550. 

It was in recognition of the need for a permanent international 
organization for the administration of the General Agreement on 
Tariffs and Trade that the AFL-CIO Executive Council at its meeting 
held last month called for prompt authorization of United States 
membership in OTC. This is what the executive council said: 

“The next vital step is to tie these nations together in an adminis- 
trative organization to coordinate their work between negotiating 
sessions, as well as to facilitate their periodic negotiations. To ac- 
complish this objective, a charter for the establishment of an Organi- 
zation for Trade Cooperation (OTC) has been drafted. President 
Eisenhower has submitted this to Congress for approval. We whole- 
heartedly endorse this proposal and urge that the Congress not delay 
its approval. The establishment of OTC will not affect trade policy, 
decisions or concessions in any way. It is purely an administrative 
body.” 

We believe that this principle is the very heart of our Nation’s 
trade policy, initiated first by President Roosevelt and Secretary of 
State Cordell Hull and repeatedly supported. Most recently this 
principle was reiterated by President Eisenhower and supported by 
the Congress when the 3-year extension of the reciprocal trade pro- 
gram was approved last year. 

H. R. 5550 is a simple bill with an extremely important objective. 
By authorizing United States affiliation with and support of the OTC, 
it would place the GATT, to which the United States has been a 
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party since its inception 8 years ago, on a permanent and effective 
basis. And that is all it would do. 

The sole purpose of the OTC is to place the GATT on a more secure 
and permanent footing. At present it is unique among international 
organizations in that it has no permanent secretariat and no perma- 
nent administrative machinery. 

All that establishing the OTC would do would be to correct these 
inadequacies in the present organization of GATT. OTC would be 
an administrative, not a policy-making body. It would arrange for 
international meetings for tariff negotiations. It would assemble and 
publish important statistical and economic information relating to 
tariffs and trade. It would enable disputes arising under the GATT 
to be studied, heard and resolved expeditiously, before undue political 
tensions mount. Finally, and most important, it would provide a 
forum for discussion of important international trade issues of concerr 
to member nations. 

I know, however, that questions have been raised about such things 
as the impairment of our sovereignty, about the obligations on the 
United States, et cetera. These allegations do not seem to us to have 
any substance. The sovereignty of the United States is supreme. It 
cannot be superseded by an international organization. The Congress 
of the United States, in line with the Constitution, enacts legislativu 
that establishes United States Government policy. The membership 
of the United States in an international administrative organization 
such as OTC in no way subordinates the integrity and sovereignty of 
the United States. 

The OTC will provide administrative machinery for the GATT and 
a forum for discussion of tariff issues. It*will not in the slightest 
degree extend United States commitments beyond those which have 
already been authorized by the Congress. OTC will not raise or 
lower tariffs. That can be done only in actual tariff negotiations. 
As far as United States representatives to such negotiations are con- 
cerned, the extent of their authority to reduce tariffs is determined by 
legislation which Congress has enacted or will enact in the future. 
OTC does not intend to, and cannot in any way alter those limita- 
tions. Indeed, viewed realistically, United States participation in 
OTC should be regarded as neither an extension of our commitments 
for tariff reductions nor a greater step toward liberalizing trade. 

Moreover, from the point of view of the particular interests of 
American workers in trade and tariff policy, we in the AFL-CIO are 
hopeful that the OTC will provide a focal point for discussion of the 
relationship of labor standards to tariff policy. The AFL-CIO firmly 
believes that the failure to establish and maintain at least minimum 
labor standards in an exporting country should be considered a valid 
cause for withdrawal of United States tariff concessions. Such a 
policy will not only protect American workers against injury that 
might result from tariff concessions, but will help to raise living 
standards of low-wage workers in exporting countries and thus equita- 
bly promote and extend multilateral trade. 

The AFL-ClO urges enactment of H. R. 5550 because we believe 
that establishment of OTC will contribute toward a more effective 
GATT. This will make it possible for our Nation, but only if it wishes 
to do so, to cooperate with the other free nations in continued mutual 
efforts to carry out the intent of Congress to promote a gradual reduc- 
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tion of the barriers to world trade. We favor United States member- 
ship in OTC because without such a permanent agency, such efforts 
at best would be cumbersome and unwieldy and therefore less effective. 

The AFL-C1O regards American membership in the OTC as the 
logical and indeed necessary extension of our continued support for 
the reciprocal trade agreements program. Through helping to 
strengthen cooperative arrangements in the area of international 
trade, our Nation can help to enhance and make more effective the 
cooperation of the nations of the free world in all their jot endeavors 
at this critical moment in world history. If the United States takes 
the leadership in every effort to expand the commerce between the 
free nations of the world, it will redound to our own economic advan- 
tage as it will to the economic advantage of our friends and allies. 

On behalf of the AFL-CIO, therefore, I respectfully urge that this 
committee report favorably and that the Congress pass H. R. 5550 
as introduced by the very able and distinguished chairman of this 
committee, Mr. Cooper. 

I thank you very much. 

The CHarrMAN. Does that complete your statement, Mr. 
Ruttenberg? 

Mr. Rurrensera. Yes; it does. 

The CHarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Any questions? 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. Mr. Ruttenberg, at the top of page 3 I read the 
sentence: 


Th? sole purpose of the OTF is to place the GATT on a more secure and perma- 


nent footing. 


Does that mean that you consider the approval of this bill an 
endorsement by Congress of GATT? 

Mr. Kurrensera. | do not see how approval of OTC by this com- 
mittee can be considered an endorsement of GATT as long as there 
appears in the current Extension Act, and in the two previous Exten- 
sion Acts, a specific statement about the problem. 

Mr. Simpson. | am glad to hear you state it that way. 

Would you not object, then, to including in this bill the same proviso 
we had in the Extension Act, namely 

Mr. £.UTTENBERG. 1 Go not see that it matters one way or the other, 
Mr. Simpson. I think it is now the declared policy of Congress, as 
included in the Extension Act last year, that such participation in 
reciprocal trade program is not a specific endorsement of GAIL’. I 
thik that settles the problem. At such future time «s the Congress 
has the opportunity, it seems to me GA'L'l' ought to come betore the 
Congress and it ought to be considered on its own merit. One ought 
not to oppose the OTC or the reciprocal trade agreement program 
purely because of the existence of GA‘L"l’, which has never come before 
the Congress. 

Mr. Simpson. I believe you said that some time in the future 
perhaps Congress should cons.der GATT and then on its merits 
approve or disapprove. 

Mr. RurrenserG. Yes, sir; and if they disapproved that would 
automatically, of course, rule out any participation in OTC, 

Mr. Simpson. Thank you, sir. 
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On page 5 the sentence: 


The AFL-CIO firmly believes that the failure to establish and maintain at 
least the minimum labor standards in an exporting country should be considered 
a valid cause for withdrawal of United States tariff concessions, 

From the phrase, “failure to establish and maintain at least minimum 
labor standards in an exporting country” should be a valid cause to 
withdraw do I infer that they should be the standards before agree- 
ment is reached, too? 

Mr. Rutrrensera. This problem, as you know, of international 
labor standards is a very complicated one. 

Mr. Srmpson. Yes, sir; I do. 

Mr. Rutrensperc. As you may remember, we made a proposal 
before this committee a few years ago. It was to grant specific 
tariff concessions to countries abroad. Say to those countries that, 
if in the period of the next X number of years, 4 or 5 or thereabouts, 
you are not able to improve labor standards by a specific degree, then 
such failure to improve them should be grounds for withdrawal of the 
concession. 

This kind of a proposal is made in view of a fundamental objective. 
A nation cannot really improve its labor standards in producing 
specific commodities unless it can sell them. If it relies to a sub- 
stantial extent on exports for the selling of these products, the only 
way you can hope for improved labor standards in the production of 
these items, it seems to me, is by giving the country an opportunity 
to trade. So you give the country an opportunity for a period of 
years. Then you propose the withdrawal of the concessions if it fails 
to meet certain improvements in labor standards. 

Mr. Stmpson. Yes, I understand that. You would be willing to 
make the agreements irrespective of the labor situation at the time of 
making the agreement, but if they failed to improve as a result of the 
increased trade, presumably you would make that a valid cause for 
withdrawal of the concession. 

Mr. Rurrensera. Yes, with one exception, and that is the ex- 
ception which I think now has been discussed by the President in 
connection with one escape clause action. That is, where the labor 
standards in the exporting country are considered substandard by 
the exporting country, then items produced under those conditions 
should not enter into international trade. 

Mr. Simpson. At the moment would you make that a condition 
precedent to the agreements? 

Mr. Rurrensere. Yes, I think that ought to be a part of the 
agreement. 

Mr. Simpson. Just one other question to clarify a matter in my 
mind. 

A gentleman who preceded you referred to a resolution passed by 
the AF of L prior to the jointure of the two great organizations. He 
condemned this bill, 5550, but he read a resolution in which the then 
AF of L promised assistance in behalf of operations under the escape 
clause. Do you endorse that action which was taken prior to the 
jointure of the two organizations, or do we start anew from that 
date? 

Mr. Rutrensere. I think on all issues we start anew, on all 
policies. We do have a renewed statement of the position of the 
AFL-CIO on the problem of international trade. It is attached 
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to the rear of my prepared statement. You will notice in that a 
very clear endorsement of the continued use of the escape clause 
and the peril point procedures. 

Mr. Stmpson. I have before me—and I am not going to take any 
more time—a number of objections to this bill and H. R. 1, which 
came from a number of industries, the United Textile Workers of 
America, the National Industrial Independent Union Council, the 
lace operators, the glass and ceramic workers, and many others. 

I assume now they are in the great organization, the combination 
of AFL-CIO, are they not? 

Mr. Rurrensera. | think the second one you mentioned is not, 
the independent group you referred to, the lace people. 

Mr. Stimpson. May I ask this question: Do you recognize the 
right—I use that word in the broad sense—do you recognize the 
right of the individual union to have its own opinion which may be 
contrary to the overall opinion of the AFL-CIO? 

Mr. Rurrensera. I would hope that this is a very fundamental 
purpose of American democracy which carries through not only the 
Congress but the labor movement. 

Mr. Stmpson. That is right. You speak for the jointure, the big 
group, but the individual who comes before us speaks for himself 
and his own union. 

Mr. Rurrensera. That is right, as the statement from Mr. Hull 
of the International Brotherhood of Potters. 

i Mr. Simpson. I am only agreeing with you that that is as it should 
e. 

Mr. Rurrensere. That is right. 

Mr. Simpson. We recognize the right of the petitioner in every 
instance. Thank you, sir. 

Mr. Rurrensera. Thank you. 

Mr. Simpson. I understand you are leaving the country for a few 
days. 

Mr. Rurrenserc. I am leaving on Friday to be one of the four 
public advisers to the GATT negotiations in Geneva. 

Mr. Simpson. We wish you a pleasant journey. 

Mr. Rurrensera. Thank you very much. 

The CuarrMAN. Further questions? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Thank you, Mr. Chairman. 

First, I want to direct your attention again to the sentence Mr. 
Simpson read on page 3: 

; The sole purpose of OTC is to place the GATT on a more secure and permanent 
ooting. 

In answer to his question you said that you didn’t think, though, 
the Congress ought to be worrying about GATT in its deliberations 
on whether to adopt OTC. It seems to me that if we are oing to go 
intelligently into this matter of whether we want to put GATT on a 
more secure and permanent footing, we certainly ought to look at it, 
shouldn’t we? 

Mr. Rurrenserea. | think, Mr. Curtis, that statement at the top 
of page 3 out of context may appear to be a statement in which we 


say that adoption of OTC automatically means approval of GATT: 
What we are really saying—— 
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Mr. Curtis. I don’t mean that; no. I realize that you are not 
saying that, and I realize that you are referring to these provisos. 
I am simply addressing a question as a Congressman, if indeed OTC 
is going to place GATT on a more secure and —— footing, as 
I believe it is, it is important, I should think, for the Congress, who 
have never gone into GATT, to know what it is that they are putting 
on a more secure and permanent footing and I think we would be 
pretty foolish if we didn’t. 

Mr. Rurrensere. | think, Mr. Curtis, the answer to that question 
is the same answer which has to be given in your own conscience, 
too, and the rest of the Congressmen, in adoption of the reciprocal 
trade agreement program and in its extension. 

Mr. Curtis. I thought so at the time. 

Mr. RutrrenserG. But it was handled by a specific proviso saying 
it did not mean an endorsement of GATT. It seems to me that we 
need to place on a more secure and permanent footing the adminis- 
trative functions of GATT. This ought to be done as quickly as 
possible. If the Congress wants to delay consideration of GATT, 
then it ought to adopt the administrative procedures. Then what- 
ever the decision on GATT may be at a later date would govern our 


participation or nonparticipation in OTC. 

Mr. Curtis. We had a witness testify yesterday who I thought 
put it exactly right. Whether Congress put in these caveat clauses 
or not, the very fact that we are extending reciprocal trades with full 
knowledge that they had been utilized as the authority to enter into 
GATT was in effect an approval of the GATT. 

I personally think that is true, and I think it is time that Congress 


took a look at this thing that they have avoided looking at to date. 

Mr. Rurrenserc. I am not a constitutional lawver, so I don’t 
know. 

Mr. Curtis. I am not worrying about it from that angle. I am 
worrying about it from the practical effect. 

One other question which again coincidentally has to do with the 
very point Mr. Simpson raised. Are you familiar with the amend- 
ment I tried to get into H. R. 1 last year, which had to do with trying 
to tie in our tariff concessions with minimum wages in this country 
with a regard, | might state, for the per capita GNP of the countries 
abroad? 


Wouldn’t that accomplish what you have set forth in your state- 
ment? 

Mr. Rurrenserea. | don’t think we can deal with the problem of 
labor standards adequately at this point, because there has not yet 
been enough serious study of the problem. I agree with you that there 
must be some approach to the problem. I am not so sure that the 
minimum wage approach which you propose is the proper one, but 
there ought to be some approach. The most important thing Congress 
could do, in my humble judgment, would be to set up a committee 
to study the problem of labor standards as they affect international 
trade. Unless this issue is resolved and some original thinking and 
research are done on the problem, I think the issue of international 
trade will be an extremely bitter and controversial one. 

Mr. Curtis. I could not agree with you more—until we do some- 
thing about this gap which is the difference in the standards of living 
of the countries we are trying to deal with tradewise and our own 
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country. Until something is done about that, we aren’t going to go 
very far in reaching a real solution to the problem of world trade. I 
think our real trouble lies in this area. 

Incidentally, do you think that under the present authority granted 
to the President under the trade negotiations act, the negotiators and 
you as an adviser will have any authority to discuss with other nations 
their minimum labor standards? 

Mr. Rurrenserc. You know, there was placed in the agreement 
with Japan last year a general kind of provision—I don’t remember 
exactly how it was worded but the implication of it was that the 
Japanese Government would make efforts to improve labor standards 
by the establishment of minimum wage committees to see that 
minimum wages are established in particular industries of Japan. 
How it was worded in the agreement I am not quite sure, but this 
general concept was part of the agreement, and I think this ought to 
be extended. 

Mr. Curtis. The reason I ask, last year on H. R. 1 in executive 
session I asked the State Department representative whether in their 
negotiations they considered—and I used the word ‘“‘considered’’— 
this matter of labor standards. He said, ‘Yes, we consider it.” I 
asked him, “Do you discuss it?” He said, “‘No, we don’t discuss it.” 

I asked him how you considered something that you did not discuss. 
I still don’t know the answer to that. Maybe you can find that out 
in your to be had experience as adviser to this group, because I would 
like to know just how they do go about talking over these matters. 

Finally, I conclude by saying this: One of the problems which is 
in my mind on this matter is whether or not we in Congress have 
actually delegated sufficient authority to the Executive in order to 
consider these matters in trade negotiations. I happen to think 
that we probably should give them that authority, but I also happen 
to think that we haven’t done it yet, although that authority has been 
exercised, 

Another part of the difficulty I think we ere experiencing in this 
area is where various industrial, labor, and agricultural groups feel 
that their point of view is not geared into the board of negotiators, 
of whom you will be one at this session. 

I will be very interested in your experiences when you get back. 

Mr. Rurrenserc. I will gladly report back to you, Mr. Curtis. 

The CHatrMan. We thank you, Mr. Ruttenberg, for your appear- 
ance and the information given the committee. 

The committee will now stand adjourned, to meet at ten o’clock 
in the morning. 

(Whereupon, at 11:35 a.m. the committee was recessed, to reconvene 
at 10 a. m. Wednesday, March 14, 1956.) 
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j The committee met, pursuant to recess, at 10 a. m. in the committee 
4 room, New House Office Building, Hon. Jere Cooper, chairman, 
4 presiding. 


The Cuarrman. The committee will be in order. 
The committee will resume public hearings this morning on H. R. 
4 5550. The cooperation of the witnesses in limiting the presentation 
of their prepared testimony to 10 minutes is requested in view of the 
heavy witness calendar before the committee. 

It is hoped that in this way we can complete the call of the calendar 
: with equal opportunity for all witnesses to testify. Witnesses may 
submit additional material for the record 
; The first witness appearing on the calendar this morning is Mr. 
i Norris E. Phillips. Is Mr. Phillips here? 

Come forward, please, sir. We are very glad to have you. Please 
give your name, address, and the capacity in which you appear, for 
the record. 


Se MARES tes RS 


STATEMENTS OF NORRIS PHILLIPS, ON BEHALF OF TILE COUNCIL 
OF AMERICA, INC, AND ALFRED E. McMILLAN, SECRETARY- 
TREASURER, TILE COUNCIL OF AMERICA, INC. 






Mr. Pmitures. My name is Norris Phillips. I represent the Tile 

Council of America, Inc., an organization of 23 manufacturing com- 
: panies which produce 90 percent of all the ceramic wall and floor tile 
i made every year in the United States. These companies are located 
and employ thousands of workers in 12 different States. 

The Tile Council opposes the passage of H. R. 5550. 

Our 23 companies do not come here at this time to complain of com- 
petition from abroad, even though such competition is always a 
danger to our industry, and more especially to the wage scales of our 
ool It is true that tile imports from other countries last year 

showed an increase of 203 percent over imports of 1954, and an in- 
crease of 763 percent over imports of 1950. 

Moreover, the delivered price per square foot of the tile that is 
imported into this country has declined from its 1947-49 average of 
32.8 cents a square foot to 24 cents. This was made possible by 
improved machinery, paid for in part with the tax gatherer’s huge 
share of American tile companies’ earnings, placed in the hands of 
the low-paid workers of other countries. 
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This delivered price is considerably less than it costs an American 
company to put an unfired tile in the kiln. Our own delivered price 
has gone up 10 cents a square foot from its 1947-49 average, and 
almost the whole of that increase has gone to pay higher labor costs 
in our own industry and the higher cost of supplies. 

These, in turn, represent in the main wage increases of our suppliers 
and the carriers who deliver our materials and our products. 

Tile Council members want this on the record, because we are not 
among those who come here pretending to consider this matter with 
no concern for their own interests. Today, however, the Tile Council 
wants to base its opposition to H. R. 5550 on the broadest national 
ground. 

The general tone of supporters of H. R. 5550 has been that they, 
alone, represent the overriding national good of the whole Nation. 
This assumption probably rests upon a misunderstanding of the mean- 
of altruism. Unselfishness is giving away something you possess, 
because it helps you more to do good than it hurts you to do without. 

It is not the giving away of somebody else’s job or somebody else’s 
business to leave yourself with the glow of accomplishment and the 
applause of those who do not think for themselves. 

The Tile Council’s stand against this proposed legislation, which we 
consider dangerous, is based firmiy on the great principles of the Dec- 
laration of Independence and the Constitution of the United States. 
We believe that H. R. 5550 departs from the government of laws, and 
restores the arbitrary rule of men. We must repeat the protest of 
Thomas Jefferson against subjection of our domestic affairs to an inter- 
national tribunal ‘‘unusual, uncomfortable, and far from the de- 
pository of our records.” 

This is what will happen when jurisdiction over American tariffs 
and regulation of America’s internal economy is handed over to an 

organization in Geneva. In this organization, moreover, the American 
voter has no voice, nor even a right to be heard. 

What becomes of the Constitution’s injunction that only Congress 
“shall have power to regulate commerce with foreign nations’’? 

It may be asked how we find all these dangerous powers in one brief 
bill of 34 printed lines as circulated before its submission to this com- 
mittee? That, gentlemen, is the whole source of the trouble. Seem- 
ingly, all the public is supposed to see are these innocuous 34 lines. 

Evidently, we are not supposed to know or notice that H. R. 5550 
commits us to 800 pages of agreements, decisions, exceptions, deals, 
amendments and many other clauses accumulated under the so- 
called General Agreement on Tariffs and Trade since its inception 
after the war. 

Why aren’t the 800 pages being subjected to public scrutiny? Is 
it because once this international pig is shaken out of the poke of 
obscurity, there will be little chance of finding a majority for its 
iniquitous and inequitable proposals? 

We feel that the manner of submission of the question of American 
adherence to the Office of Trade Cooperation—GATT—is not thor- 
oughly in keeping with the American manner of complete honesty in 
legislation. This bill has nothing to do with the substantive issue of 
free trade or protection. The most consistent and respected voice for 
free trade in the American business community is that of the Wall 
Street Journal. 
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For 50 years, through periods when 95 percent of its subscribers 
have been good Mark Hanna Republicans, the Wall Street Journal 
has held out strongly for free trade. Now we find the Wall Street 
Journal enrolled among us against H. R. 5550. Why? We believe 
that the Wall Street Journal, like ourselves, does not believe this to 
be an honest approach. 

We assume there was some compelling reason for this lack of 
candor—to your committee, to the Congress, and to all the Americans 
who will have to foot the bill. We have had our disagreements with 
the supranationalist clique in the State Department, and will probably 
have more, but we have never gone so far as to suspect that they 
would prefer subterfuge as long as it serves their purpose just as well. 

So what is it they are afraid to be honest about? 

We think they are afraid to be honest about GATT. They prefer 
to speak about raising the level of living standards all over the world. 
They prefer to talk about leveling the barriers to world trade. They 
prefer to talk about spreading peace and good will throughout the 
earth, borne on the decks of expanded imports and exports by and for 
all. 

We believe they use these generalities because it saves them the 
embarrassment of measuring GATT against its professed aims. The 
plain truth is that GATT doesn’t attack the real causes of the dis- 
locations in world trade, and that it doesn’t intend to. 

The changes it has artificially wrought in the current of this trade 
have all been at the expense of the United States. GATT’s rules for 
lowering trade barriers are still rigged for the United States to obey 
and most other countries in the world to avoid. GATT’s picture of 
world trade is a badly distorted one. 

We feel that those are the reasons for getting this country into 
GATT by the subterfuge of this 34-line bill, instead of after an honest 
examination of the 800 pages upon which are spread the record of 
GATT futility. I shall specify: 

GATT takes up the subject of import quotas with a firm statement 
that there must be none. Then it declares that countries with bal- 
ance-of-payments difficulties may impose these, but that if they do 
so, they must be nondiscriminatory. Then there’s a list of exceptions 
under which it is all right to discriminate. 

I am not an academic economist. I spend most of my time trying 
to convert clay and labor into tile, and to get more for the tile than I 
paid for the materials and labor. But I have been looking into this 
impressive phrase ‘‘balance-of-payments difficulties.” I have come 
to the conclusion that it is just a fancy name for trying to persuade 
the citizens their money is worth more than it is. 

The maze of different kinds of money thai exporters from the 
United States run into always has this effect. Somebody in Britain 
wants to buy something from the United States, and the British 
Government tells him “We are sorry, but the kind of shillings you 
have won’t buy that merchandise.” 

What the official really means is that if the Englishman went into 
the marketplace with his shillings, he would soon find out they aren’t 
worth what his government tells him they are. 

You may feel that I am getting over into a political talk instead of 
sticking to the industrial presentation you expected. That is just the 
point. While, I repeat, we have no immediate grievance against the 
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results so far of GATT’s political foolishness, we do strongly urge that 

you keep the control of American tariffs, like all other American 
legislation, in the hands of American legislators who are responsible 
to American electors. What have you, or we, to do with GATT as 
the accomplice of these ere which are playing happy little 
games with their currencies 

At the very least—and we are distinctly not advocating any ulti- 
matum, or even any suggestion, to these foreign governments—let 
us quietly withdraw from any commercial agreements with countries 
which have 17 kinds of funny money, except the minimum require- 
ments of the Postal Union. 

Another objection often heard to this bill is that it sets up a council 
of 35 members, in which the United States will have but 1 vote. We 
see this danger, but we come at it from a slightly different angle from 
that of most objectors. They see the United States standing out 
alone against proposals inimical to its citizens, and being monotonously 
voted down. 

We believe that only the United States is really interested in the 
proposals for broader world trade which GATT at least pretends to 
foster. What we will actually see at Geneva is this country bribing 
its supposed allies in this freer trade movement, giving them bigger 
and bigger parts of our markets so it won’t have to come home and 
admit the failure of the whole scheme. 

Finally, it is the nature of a bureaucracy, like the one here proposed 
to be set up, to keep building its powers, to cut deeper and deeper 
into its ruts of routine, to resist more and more any change in the 
course it has set out upon. Is this the time to start building such a 
rigid structure? Everything in commerce among the nations is in 
such turmoil that to do so would be building on a quicksand—or 
trying to start a permanent building on uncooled lava 

Six months ago we were being told that the cause of communism 
was poverty. We must raise everyone else’s living standard to ours, 
and Russia would be penned in its own hungry borders. Since then, 
the Russians have come out with plans for their own gifts to raise the 
standard of living in the East. Without even a pause for explanation, 
we are now told we must keep the Russians from giving the Asians 
the things we said they had to have so they wouldn’t love the 
Russians. 

A revolution in world trade is going on, but it has nothing to do with 
the considerations GATT tries to urge upon us. Everywhere we see 
former colonial areas setting up industries to make what they used to 
buy. Thisisa hardship on them now, because their natural advantages 
of cheap labor are offset by ignorance, poverty, and lack of the tech- 
niques of industry. 

Does anyone in his right mind think that when they have overcome 
these lacks, and can throw into the world market the full weight of 
their cheap labor, they will refrain from doing so because of the pious 
principles of GATT? 

Technology has spread over vast areas from its home in Western 
Europe and the United States. Competition in the world market will 
soom become a competition of sweating labor, when the dreams of 
free trade collide with the realities of universal technical competence. 
The free-trade doctrine of natural advantages was never very sound. 
It is a mockery now, and will become more so. 
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H. R. 5550 proposes that Uncle Sam plunge into that bloody arena 
with his hands neatly tied, and the ends of the ropes entrusted to his 
competitors. I hope you ‘gentlemen won’t be witched away by the 
fair words of the internationalists who offer this bill. 

The CuarrMan. Does that complete your statement? 

Mr. Puiturps. That does, sir. 

The CHatrMAN. We thank you for your appearance and the 
information given the committee. 

Any questions? Mr. Reed of New York will inquire. 

Mr. Reep. I am very proud to see you here, Mr. Phillips, from my 
District. 

Mr. Puruures. I am happy to see you. 

Mr. Reep. You carry on a fine business in the City of Olean, 
New York. I know you are held in the very highest respect and 
esteem in that city, and we are very glad and honored to have you here. 

Mr. Puruurs. I thank you, sir. 

The Cnarrman. Mr. Curtis of Missouri will i inquire. 

Mr. Curtis. The answer to this question might be supplied for 
the record later, but I was wondering, Mr. Phillips, if your industry 
has had any experience with the mechanics of getting your point of 
view across to the Board of Negotiators, those who actually negotiate 
these trade agreements, and any experience that you have had that 
you think might be of value to this committee. 

If you would reduce it to writing and submit it to the committee 
for consideration, I would appreciate it. 

Mr. Paitiurrs. Thank you. For your information, we have 
appeared at each time hearings have been called for in connection 
with the Committee for Reciprocity. We have appeared there 
several times with our full data. That is all a matter of record. 

Mr. Curtis. Then I can ask you this specific question to point up 
what I am after. Have you known what the Committee for Re- 
ciprocity Information concluded and what data they might have 
passed on to the Committee on Trade Agreements and thence on to 
the Board of Negotiators? 

Mr. Puitures. We do not have any information as to what may 
have been passed on. 

Mr. Curtis. Has your industry, after these appearances, made 
any attempt to find out what happend to the data and information 
that you supplied the Committee on Reciprocity Information? 

Mr. Puiturrs. Not to my knowledge, but may I question the 
Secretary of our tile manufacturers group, Mr. MeMillan, please? 

Mr. McMittan. We have requested from the tariff group here in 
Washington, from time to time, and we have gotten all the informa- 
tion that is available on what has been passed along. 

Mr. Curtis. You have gotten that information? I think he said 
that they have gotten that information. 

Mr. McMiitan. We have gotten as much as we could get from 
the Tariff Commission in Washington, which had been passed along 
to the Trade Organization. 

Mr. Curtis. Any further statement along that line that you would 
care to make, I would appreciate having it. That is what I am 
trying to get information on. 

Mr. Puiturpes. We will be happy to consider that suggestion and 
see if we can do something about it. 
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The Cuarrman. We thank you, Mr. Phillips, for the information 
given the committee. 

The next witness is Mr. Philip K. Hills. Come forward, please, sir. 
We are very glad to have you, Mr. Hills. Please give your name, 
address and the capacity in which you appear, for the record. 


STATEMENT OF PHILIP K. HILLS, VICE PRESIDENT AND GENERAL 
SALES MANAGER, EXPORT DIVISION, CHRYSLER CORP. 


Mr. Htiuus. My name is Philip K. Hills. I am Vice President and 
General Sales Manager of the Export Division of Chrysler Corpora- 
tion in Detroit, Michigan. 

I wish to thank you for the opportunity to appear before the com- 
mittee in support of H. R. 5550. As one who is actively engaged in 
international trade as part of an organization with worldwide opera- 
tions, I felt that my views acquired through practical experience 
might afford some contribution to the committee’s deliberations on 
the issues involved in this bill. 

Besides our own foreign subsidiaries, we deal with over 400 im- 
porting firms abroad in 85 different countries. These firms, in turn, 
deal with nearly 4,000 dealers who sell our products. In conducting 
international commercial operations on this scale, and in all parts of 
the world, we are in daily contact with the problems the General 
Agreements on Tariffs and Trade has attempted to solve. 

The foreign trade of the United States has benefited greatly by the 
General Agreement on Tariffs and Trade since its inception in 1947. 
In its regular sessions, at which delegations from 35 countries have 
joined in discussion, many revisions in customs duties and import 
restrictions favorable to the businessmen of the United States have 
been made. 

In all, over 60,000 agreements have been made either to reduce 
tariffs or not to raise them. This has constituted the major force in 
preventing the kind of trade wars and trade barriers which, in the 
past, have stifled international exchanges of goods and slowed the 
pace of the world’s economic progress. 

What has been accomplished under the General Agreement on 
Tariffs and Trade has been of great benefit to the world economy. 
From my standpoint, as a businessman with experience in the foreign 
field, I can say that the general agreement has produced a very con- 
siderable number of concrete advantages which have made it easier 
for my own company to do business abroad. 

I believe it is of the greatest importance that the good work done 
so far be continued and intensified. I believe this can be accomplished 
most effectively by establishing the Organization for Trade Coopera- 
tion as outlined in the bill now under consideration by this committee. 

I will go further and say that, in my opinion, unless a permanent 
organization of this kind is set up to carry on the work done under 
the general agreement, there is a real danger that the weaknesses 
inherent in the present arrangement might lead to a loss of many if 
not all of the advantages so far achieved. 

As I understand it, the OTC would have no sovereign powers and 
could not impose obligations on any nation which that nation had 
not already accepted. It would be the functional nucleus to provide 
a forum for discussion and amicable settlement of trade disputes. 
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In addition, it would provide a forum for constructive discussion 
and cooperation on trade matters where there is no immediate dispute 
involved. This is the way we do it in business. Until the opposing 
parties sit down around a table and thrash out their differences, a 
favorable course of action in the general interest is impossible. 

The proposed Organization for Trade Cooperation, along with the 
general agreement it would administer, are precisely the instruments 
capable of insuring the expansion of world trade, and this expansion 
means much to the United States. All of us agree, I am sure, that 
this country needs a healthy and expanding foreign trade for its con- 
tinued growth and prosperity. 

To satisfy the needs of a steadily rising standard of living, we are 
forced to buy more and more goods and raw materials abroad. This 
is mainly because many such goods or commodities are not obtainable 
here. By the same token, buyers abroad want our goods, and our ex- 
ports are vital to most of our industries. That all- important 10 per- 
cent of sales volume which such exports often represent can mean the 
difference between profit and loss to an industrial company. 

I have been in the export business of the automobile industry for 
30 years. A good portion of this time I have spent abroad. Much of 
my effort to promote the sale of our product has been frustrated by 
trade barriers which the Organization for Trade Cooperation and the 
general agreement it would administer are designed to alleviate. 

There is no question but what the GATT, representing the major 
trading nations of the world, has brought about many beneficial re- 
visions to liberalize restrictions and facilitate the flow of goods be- 
tween the contractors. This is one of the reasons why international 
trade is now at the highest level in history. 

It is also one of the reasons why it has been possible to reduce the 
amount of foreign aid we extended in previous years. Healthy trade 
enables countries to earn the means to pay for their own economic 
development. 

The Organization for Trade Cooperation can be a power for inter- 
national prosperity and world peace. At the present time, there are 
unmistakable signs that the cold war has entered a new, economic 
phase. I need not tell you of the many efforts now being made by the 
Soviet Union to build up trade relations with nations that have been 
normal trading members of the family of free nations. 

This is a trend which the free world cannot ignore. The Soviet 
traders and their high command in Moscow are resourceful and 
shrewd. They will attempt in every way possible to outmaneuver us. 
Under these circumstances, we must do what we can to provide the 
conditions that will keep trade moving at ever higher volumes between 
the free nations. 

The Organization for Trade Cooperation provides us with a very 
effective means for preserving our leadership in matters of world 
economic development. It offers a means of binding the free trading 
world together in a cooperative working relationship—a relationship 
that relies upon free discussion and open covenants. 

Entirely apart from the effect it will have in building world trade 
up to higher levels, it will be a powerful symbol to the world of the 
way self- “respecting nations can work together for their common 
benefit. 

I know I speak for the automobile industry as a whole when I con- 
tend that it has a very vital stake in this issue. The same must be 
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true of any healthy industry which thrives on free enterprise in our 
great home market and can offer a competitive product overseas. 

for one thing, we need raw material imports to manufacture our 
product— materials such as rubber, tin, copper, zinc, lead, chrome, 
and aluminum, to mention only a few. We also need foreign markets 
in which to sell our product for the profitable conduct of our overall 
business. 

Many of our foreign customers need component automobile parts 
from us, which would be uneconomical for them to produce locally. 
These are essential requirements in order to sustain their local auto- 
motive industry, which is rapidly becoming vital to their own economy. 

This exchange is indispensable to the well-being of our industry, the 
the American worker and the American investor. It is estimated that 
1 in 7 of the workers in the Detrait area depends on United States 
exports for his livelihood. The loss of foreign markets would be fatal 
to a substantial portion of American industy, and it would also have 
serious social repercussions. 

As other producing nations increase their output and seek foreign 
markets, competition in our business is intensified. Our total yearly 
automotive .exports of approximately half a million vehicles now 
represent less than a third of the total world automotive exports. 
Both Germany and England are out-performing us in the international 
market, 

We welcome free competition abroad just as we do on the home 
market, but without our effective participation in carrying out the 
purposes of the General Agreement on Tariffs and Trade, free com- 
petition might be less and less available to us. Our share might be 
even less than it now is. As I have said, the GATT and its achieve- 
ments and objectives are in serious danger without the proposed 
Organization for Trade Cooperation. 

In my view, the failure of Congress to approve United States par- 
ticipation in the OTC could only be interpreted as a reversal of the 
policies we have followed ourselves and urged upon others. It would 
vastly strengthen the position of those in every country who favor 
state planning and rigid government control over all trade. All over 
the world, it would weaken the popular support for the general 
agreement—and without popular support, it could not survive. 

The issue before Congress posed by this bill is whether we go forward 
or backward in our trade policy; whether we set a positive example or 
a negative example to those who seek our leadership; whether we can 
hope with confidence that the free world will continue to regard us as 
one of the staunchest proponents of a liberal trade philosophy based 
on fairness and equity. 

Above all, I think the issue is whether we wish to contribute to the 
economic vigor and solidarity of the community of free nations or 
whether we have decided to take the grave risk of being responsible 
for its ultimate weakness and disunity. 

Thank you. 

The CuarrMan. Does that complete your statement? 

Mr. Hits. It does. 

The CuairMAN. We thank you for your appearance, and the 
information given the committee. 

Any questions? Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Hills, here are some of the quantitative import 
barriers that have existed over a period of time, methods which other 
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nations use to regulate their foreign commerce: state trading, em- 
bargoes, quotas, ‘ic ‘ensing, artificially pegged exchange rates, bloc 
currency, and so forth. 

How many of those have been removed during the last 20 vears? 

Mr. Hitts. I couldn’t state for a fact how many, but we have 
definitely experienced some relief in respect to those barriers. The 
exchange restrictions, of course, are dependent on the financial position 
of the country. 

They have in some cases prevented the full benefit of tariff relief 
that has been enacted in the general agreement. However, this is 
a steadily improving situation. 

Mr. Reep. I will admit that in many instances they have lowered 
tariffs over there at our request, and then they put on licenses so that 
you still couldn’t get anything into these countries; is that true? 

Mr. Hits. That is true. 

Mr. Reep. An American manufacturer of power tools had a size- 
able prewar market in France. Today he is allowed to ship no more 
than $3,000 worth of tools each year, on which tools a 60 percent 
tariff is paid. The tariff on tools entering this country is 15 percent. 

I have been watching this thing for 20 years. I can’t see where 
we are making any headway, even though we have sent some $50 
billion abroad. American manufacturers of heavy electrical power 
equipment find it virtually impossible to ship such equipment to 
Austria, Denmark, France, Germany, Ireland, Switzerland, and the 
United Kingdom. 

The governments of these countries will not permit their private 
industries to buy such equipment, nor will their governments them- 
selves buy the equipment. According to the Economist, in London, 
for December 11, 1954, the British quota for 1955 would allow only 
650 American-built cars to be imported. Moreover, the importers 
would have to pay a 334 percent or 22 and 29 percent duty, depending 
on whether the cars were built in the United States or in Canada. 

That sort of situation has existed for 20 years, and yet the advocates 
of this program have been lauding it as having broken down foreign 
trade barriers. Of course, we have a lot of barriers of our own which 
we set up and they are quite proper, we think, to protect our wheat 
farmers, dairymen, and so forth. 

Mr. Hiuus. That is true. We don’t have on automobiles, but that 
is because we can compete. I think most of the restrictions and 
other things you refer to are due largely to the dollar position of the 
country, rather than fear of competing with us on the open market. 

Our product is superior. The buyer’s preference is established. If it 
was up to the preference of the market, the American product would 
be on equal terms, but we are not let in largely because of dollar short- 
ages, I feel, rather than any protective tariff. 

Mr. Reep. You are speaking of automobiles? 

Mr. Hits. That is the field I am qualified to talk on. 

Mr. Reep. Certainly there are restrictions on you in England and 
you have them in France and Italy. 

Mr. Hits. Yes, sir. 

Mr. Reep. In Germany, their production is increasing all the time 
and very rapidly. I have the figures here. I won’t take the time to 
put them in the record at this point, but they are not letting you put 
your cars into their countries, but they are putting their cars into this 
country. 
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Mr. Hiuxs. Because of their dollar balance. 

Mr. Rexp. The Nash people have just gone overboard to build a 
small car, which they claim can compete here very successfully. It 
won’t be long before you people will be singing quite a different tune. 
You can go right down town here and see big headquarters for German 
cars. They will give you some competition sooner or later. 
ae Hixus. Our exports since 1954 have been the highest in our 
ustory. 

Mr. Rerep. You can see our cars over there. I have seen them 
there. Most all of them have an official tag on them. Our officials are 
buying our cars over there because they like our cars. 

i rae Hitus. Those are the countries that are short of dollars, Mr. 
eed, 

Mr. Reep. The “short of dollars’’ is a myth as far as the real facts 
go. Thank you very much. 

Mr. Hiutus. You are welcome. 

The Cuarrman. Any further questions? Mr. Simpson of Pennsyl- 
vania will inquire. 

Mr. Stimpson. Mr. Hills, I am interested in knowing where we are 
selling the half million cars today. 

Mr. Hixus. Half a million cars a year? 

Mr. Stmpson. Yes. 

Mr. Hiuxs. The principal markets are—our top five markets right 
now are Australia, Mexico, Venezuela, South Africa and then on—I 
can go down the list. 

Mr. Simpson. None of them are in Europe? None of the principal 
markets are in Europe? 

Mr. Hitus. Yes. Sweden is still a very good market for us. 

Mr. Simpson. Is Sweden in GATT? 

Mr. Hus. Yes, sir. Wait a minute. I have to check that. 

Mr. Simpson. Where are the million cars? Where do they come 
from that are sold in the export market and where are they sold, 
other than this 500,000 that we export? 

Mr. Hiuts. They are sold largely to the British. The British 
industry benefits greatly by the sterling availability in the common- 
wealth. That is South Africa, Australia, New Zealand. Those are 
the markets that they have thrived on. 

England exports to the United States roughly 30,000 vehicles a 
year, but the large volume of their exports is to the sterling area. 
That is not true of Germany. Germany is exporting everywhere 
very successfully. 

Mr. Simpson. I just can’t see the point of your paper in view of 
what you just told me, where the purchases are being made of cars 
which are exported. I quickly think of those countries and I can’t 
see what GATT has to do with any one of them. Venezuela 

Mr. Hiuus. There have definitely been reductions, particularly 
on parts and components, where we have assembly operations 
locally. 

Mr. Stmpson. You mean your plants abroad? 

Mr. Hits. Yes, the plants that are operated either by local 
interests or ourselves. Where those assembly operations contribute 
to the local economy, GATT has enabled us to benefit by considerable 
tariff relief on components. 
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Mr. Stmpson. Those assembly plants that you have abroad are 
alongside other locally owned manufacturing plants; Germany 
perhaps? 

Mr. Hits. No. 

Mr. Stmpson. Do you have a plant in Germany? 

Mr. Hitus. No. Mainly in markets that are not automotive 
producing markets, such as in our case Belgium, and in England we 
have a manufacturing subsidiary making trucks, no cars. The 
assembly operations | refer to are in countries that have little, if any 
local industry, as such. 

They don’t produce a product completely. I am talking about 
South Africa or Venezuela, or Mexico. 

Mr. Stimpson. South Africa would like to become more industrial- 
ized than they are now. 

Mr. Hitts. Yes, but I don’t see any trend in South Africa towards 
the manufacture of a complete automobile or truck, because the 
volume wouldn’t warrant it or make it economical. In India, that 
is not true. They are definitely lined up to produce a local vehicle, 
on which we are working with them. 

Mr. Simpson. I gather from your paper that you would consider 
approval of H. R. 5550 in the international mind equivalent to an 
endorsement of GATT? 

Mr. Hriuus. Yes, sir. 

Mr. Simpson. Do you think it is intended for that, that that is 
one of the principal values of it? 

Mr. Hits. No. I think administratively it is necessary. I don’t 
think the principal value in the bill is to merely endorse GATT. I 
think to make GATT valuable or effective, it is needed. 

Mr. Stmpson. Do you have in mind anything under 5550 which 
administratively may be done which can’t be done under GATT 
itself? 

Mr. Hits. That’s right. 

Mr. Simpson. Do you have in mind any power or anything that 
they can do? 

Mr. Hitus. No, not power. I tnink it is a functional necessity. 
I don’t think that GATT is as effective as it could be because it relies 
on occasional sessions of the signatory delegations, and in the interim 
periods, anything can happen and things do happen which this 
organization, I think, would counteract. 

Mr. Stimpson. I want to make the point and no one has denied it 
as yet, that when GATT was created, the very powers which created 
GATT, which incidentally will be the powers under 5550, in OTC, the 
same nations, those very countries have set up a governing and 
controlling and administering group so far as we have been told with 
every power that is contemplated under 5550, so that the administra- 
tion, which it is hoped might result under 5550, could have been 
obtained under GATT, had those countries desired to set up that 
kind of an administering group. 

Mr. Hruus. As I understand it, it is under the general agreement 
that the nations participating have decided that this is needed. It 
is my understanding, that under the agreement, itself, they couldn’t 
create a permanent organization. 

Mr. Stmpson. With due respect to what you said earlier, | want to 
make the point again that what the real intent in this thing is is to 
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get an endorsement of GATT, to let the countries of the world, and I 
think you suggested it, realize that whatever the policy is, this is 
more of the same. 

This is a confirmation of it by Congress, in the face of what we have 
been doing repeatedly when we extended reciprocal trade-making 
authority, putting words to the effect that that action was not an 
endorsement of or a condemnation of GATT. 

I think that this is designed to counteract the ill effect of that clause 
in the extension acts of reciprocal trade. Do you care to comment 
on that? 

Mr. Hits. I cannot see where that is true. I don’t visualize it. 
My feeling is that the general agreement needs this organization or it 
is going to fall apart. 

Mr. Simpson. I won’t belabor the point. I just say that nobody 
has told us that there are any new powers or any authority in H. R. 
5550, nothing new under it than what they claim they have. 

Mr. Hixts. | see it as a ratification that we, together with the other 
34 nations, feel ought to be made. 

Mr. Simpson. If we endorse GATT, that would be a proper inter- 
pretation. That is all I have. 

The CuarrmMan. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Mr. Hills, of course, we are all very anxious to remove 
those barriers to trade that have just been mentioned, but haven’t 
the most successful efforts to remove some of these barriers been done 
through the machinery of GATT, and therefore, would it be logical 
for those who complain of those barriers to be trying to strengthen 
GATT rather than opposing it at the present? 

Mr. Hixus. Our experience, or the experience we have had since 
GATT was created, is that between the sessions, there is often indi- 
vidual action taken by a country on such things as the exchange or 
import restrictions referred to by Mr. Simpson. 

The Organization for Trade Cooperation would be a forum, as I 
see it, where the nation taking such action or desiring to take such 
action between the sessions of GATT, itself, would be able to submit 
its proposal to the other nations and I feel that it would be by this 
continuing process far more effective, as an institution, than it is 
today. We know that they sit in session for 2 or 3 months in Geneva, 
and then return a year later. 

In this interim period, a lot of the local moves that are made, I 
think, could be weighed and better action taken on behalf of the com- 
munity, rather than the individual. 

Mr. Kean. But GATT is an instrument that has been helping in 
getting away with these trade barriers. 

Mr. Hits. That is correct. 

Mr. Kean. So logically, those who oppose the trade barriers ought 
to be encouraging GATT, not discouraging it? 

Mr. Hiuus. Encouraging GATT? 

Mr. Kean. Yes, encouraging GATT. Those who are opposed to 
these trade barriers that were referred to today should be encouraging 
GATT, not discouraging GATT? 

Mr. Hits. I should think so. 

Mr. Kean. That is what I think. I can’t see the logic of some of 
the arguments that have been made. 

Mr. Hiuus. I understand; very much so. 
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The CuartrMan. Mr. Mason of Illinois will inquire. 

Mr. Mason. Getting back to that dollar shortage myth, it was only 
last year when we had H. R. 1 before us on this committee that 
Secretary Dulles himself testified under questioning that Europe 
today has a greater dollar surplus than it has ever had in its history, 
and he estimated that dollar surplus to be at least $14 billion. 

That testimony of Secretary Dulles does away entirely with this 
so-called dollar shortage myth. I just wanted to get that in the 
record. 

Mr. Hitus. May I comment, sir? 

Mr. Mason. Yes, indeed. 

The CHarrRMAN. Go ahead, Mr. Hills. 

Mr. Hiuis. Thank you, Mr. Chairman. 

The one thing I would like to point out is that I am familiar mainly 
with the manufactured goods problem. The dollar surpluses that 
you mention are undoubtedly necessary for essentials other than 
manufactured goods. Their dollar position is stronger than it ever 
was before. That is true. 

However, it depends on what they need most. Their needs are 
also greater than they ever were before, and their industry is pro- 
ducing, thanks to our aid over the years, at a higher rate than it 
ever did before, and their raw-material needs are greater for that 
reason, so their dollar position may be stronger, but it is shorter for 
certain United States products, nevertheless. 

Mr. Mason. That is peculiar reasoning to me. If their dollar sur- 
plus is greater than it ever has been before, and their production is 
greater than it ever has been before, it does not seem to me that 
they refuse to buy our goods because they have a dollar shortage. 
That is an impossibility. 

Mr. Hitus. However, the only way we will get any better deal is 
through GATT and through this organization. 

Mr. Mason. I am not one that believes GATT has torn down any 
of the barriers, because some of our best authorities today say that 
we have greater tariff barriers today than we ever had before. 

Mr. Hits. I disagree there, but that is a matter of fact. 

The CuHatrman. Mr. Sadlak of Connecticut will inquire, Mr. Hills. 

Mr. Sapuak. Mr. Hills, presuming that all of your work as vice 
president and general sales manager of the export division of the 
Chrysler Motor Co. is in connection with new goods, I mean new 
automobiles, and so on, I will tell you why I ask you the following 
question. I will lay the foundation for it. 

On Saturday, in Connecticut, driving from my home in Rockville 
to Plainville, a distance of 35 miles, to attend a welcome and recep- 
tion and dinner for the national commander of the American Legion, 
I had occasion to drive through East Hartford, and more specifically, 
Connecticut Boulevard, where they have from one end of the boule- 
vard to the other, coming into the city of Hartford, many automo- 
bile dealers. 

I noticed thousands of used automobiles on the properties of these 
auto dealers. Further along in Unionville, just beyond West Hart- 
ford, where they are still making repairs due to the severe flood we 
had last August, I had to come around by another road which brought 
me into Unionville where, again, I ran into a sort of “automobile 
row”’ of not new cars, but of old and used cars. 


75018—56——58 
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I wondered if anything has ever been done, and I consider you an 
expert in this field, about exporting used automobiles from the United 
States to other countries? 

Mr. Hitus. Yes; there is quite a flow of used cars abroad. In fact, 
it is one of our marketing problems, because it is handled other than 
through what we call legitimate trade channels, enfranchised dealers. 
It is handled through the used-car trade, but it isn’t something that 
we oppose because it is good business to get the American car in, 
whether new or used. 

Mr. Saptack. How much success are you having with that, Mr. 
Hills? 

Mr. Hits. We are not deliberately stimulating it or promoting it. 
I wouldn’t say that. However, it depends on the buying country. 
If the buying country is better able to afford more cars with the same 
amount of dollars there for used cars, we certainly are not trying to 
prevent it. 

Incidentally, the used-car market—although the United States 
market is not my field—is steadily improving and the availability of 
used cars for export is gradually tapering off as the demand for used 
cars increases here. 

Mr. Saptack. It would seem to me, in my trip of 35 miles on 
Saturday, that these new-car dealers are not necessarily selling new 
cars, but they are buying old cars. 

Mr. Hixus. That is true. 

Mr. Sap.ak. It seems there are a very great number of used autos 
on hand. 

Mr. Hitus. That is true. 

Mr. Saptak. And so I asked the question—and I am delighted to 
learn that some of these are going to other countries. 

Mr. Hiits. They are. 

Mr. Sapiak. Apparently, however, from what I observed, again on 
Saturday, not a sufficient number. May I ask this further question: 
To what country are we exporting or in what countries are we finding 
a demand for used American automobiles? 

Mr. Hits. I would have to consult the records. As I recall, there 
is quite a few going to Central America, Puerto Rico, because of our 
new-car-license legislation which is very steep. ‘This is encouraging 
used-car imports there. Quite a few go to Cuba. 

Mr. Saptak. Do we have any barriers to the importation, the same 
as we have to new automobiles? 

Mr. Hitus. No. The duties are more favorable, overall. 

Mr. Sapuak. It is my opinion, if we can get more of these cars down 
to those countries, it will help improve the peoples’ standards and their 
transportation, and they can tinker with those automobiles, perhaps 
it would be a fine preventive for revolution. 

Mr. Hitts. There are markets where that would be expedient and 
it is taking place. 

Mr. SapLak. Some cooperation from the oil companies in these 
countries accepting the used cars might bring about a greater demand 
for these usable vehicles and can be mutually beneficial to them and 
to us. 

I am grateful for the information. I didn’t know anything had 
been done along this line. 

Mr. Hiuus. Yes, sir; there has. 
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The CuarrMan. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Hills, has the Chrysler Corp. gone into produc- 
tion abroad? 

Mr. Hixus. Only in the one case I mentioned, and one other. We 
produce or manufacture a truck line in England which we export to 
mainly the sterling area. We are now in process of developing 
progressively a manufacturing program in Australia. Outside of 
that, we do no manufacturing. 

Mr. Curtis. Has that decision to go into production abroad been 
affected at all by the trade barriers that exist in those countries? 

Mr. Hitis. No. The same applies. In other words, the general 
tariff legislation does not discriminate between those countries and 
us. It may from the exchange point of view. There may be more 
sterling available than there is dollars, in which case we can benefit 
by 

“Mr. Curtis. Well, your exchange difficulties could be construed to 
be trade barriers. In fact, most people refer to them as trade barriers, 
do they not? 

Mr. Hixus. Yes, but it depends upon the earning capacity and 
exports of a given country. Some countries are better able to earn 
sterling than they are dollars, in which case they are in a better 
position to buy sterling goods, and we sell our British line for sterling. 

Mr. Curtis. That was my point. In other words, the decision to 
put in a production line in England on trucks was partly motivated, 
then, by the trade barriers that existed because of the exchange 
difficulties, using the term “trade barrier’ to include exchange 
difficulties. 

Wouldn’t that be a fair statement? 

Mr. Hints. I, of course, classify the 2 things, that is, tariff and 
balance of payments, as 2 definite and distinct problems, one not 
related to the other. 

Mr. Curtis. Let me ask the basic question, then. GATT cer- 
tainly contemplates in its agreements these other barriers, as well as 
tariffs, does it not? 

Mr. Hiuus. Yes, it does to a point, although its main objective is 
revisions downward of tariff schedules. 

Mr. Curtis. As far as we are concerned, maybe, but as far as these 
countries that we are dealing with, isn’t there a great deal of dis- 
cussion? 

In fact, if you take the very sections of GATT, it refers to all these 
other areas that constitute trade barriers, other than tariffs. 

Mr. His. That is correct. I mean, an exchange restriction is a 
trade barrier. However, I think that is a question of the financial 
position, rather than the psychological protective attitude. 

Mr. Curtis. I am not concerned with that in our discussion on this 
OTC, the bill before us. I don’t think that we are so much concerned 
as to what type of trade barrier we are talking about. We are talking 
about trade barriers. 

Mr. Hiuus. That is right. 

Mr. Curtis. In fact, the argument has been used that although we 
grant tariff reductions and have lowered our tariff structure and 
eliminated that aspect of a trade barrier to a large degree, these other 
countries have, through other devices, established trade barriers of 
different natures, and Mr. Mason has posed the point that we prob- 
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ably have more trade barriers now than we had before, not of the 
traditional tariff type, though. 

Mr. Hixuts. The United States has a trade balance in its favor of 
some $3 billion to $4 billion a year, and these countries we are talking 
about are just the other way around. 

Mr. Curtis. I appreciate that. I am not trying to argue that 
particular point here. I am trying to bring it out to see what has 
happened, and my question as to whether Chrysler Corp., for example, 
had made a decision to put production in foreign countries, that may 
be a very fine development, but I think it is an economic fact that we 
want to know. 

Incidentally, Mr. Chairman, at this point 

Mr. Hiuus. May | just clarify one point? 

Mr. Curtis. Yes, certainly. 

Mr. Hits. If we did, it would not be at the expense of our exports 
out of the United States. 

Mr. Curtis. Why wouldn’t it? 

Mr. Huts. Because today 

Mr. Curtis. You mean that is just a method you get around, a 
trade barrier instead of eliminating a trade barrier? 

Mr. Hitus. No. Since we opened subsidiaries, we certainly have 
lost nothing in our turnover from the United States. That is plus 
business. That is business that would not otherwise be available to 
the United States. 

Mr. Curtis. Exactly for this reason I posed—I am saying this to 
get the thing out—because there was a trade barrier as far as importing 
cars into Great Britain is concerned, or into the sterling group. That 
is exactly why I brought it out, because it seems to me that in many 
instances the bigger companies in this country have been able to get 
around this difficulty of trade barriers imposed by other nations by go 
ing over and setting up production in those countries, while our smaller 
concerns who are competing for the domestic market have been 
unable to use that device of getting around these trade barriers. 

Mr. Hits. That is strictly a question of exchange availability, 
though. 

Mr. Curtis. I again say I don’t care what the trade barrier is. 
The fact is that you people—and this is a tentative judgment— 
through a device other than GATT have been able to get around the 
trade barriers that other nations have imposed against us, which 
smaller businesses in this country have not been able to get around 
because they haven’t had the financial ability to set up production 
abroad. 

Mr. Chairman, at this point, I would like to have put in the record 
an article from the Wall Street Journal, Thursday, July 16, 1953. It 
has to do with the amount of investment to establish production 
abroad in the office machinery industry, but it bears directly on this 
point I have tried to develop at this time. 

The CHarrMAN. Without objection, it is so ordered. 

(The article referred to follows:) 
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[From The Wall Street Journal, Thursday, July 16, 1953] 


YANKS IN BriTaIN—UNITED Staves SUBSIDIARIES PLAY Key Part In GrowTH 
oF OFFICE MACHINE INDUsTRY—A NEW PLANT FOR BurrRouGus, Bic PLANs 
FOR UNDERWOOD; Output 10 Times ABoveE 1938—SaLvaGinec a Harp-Up 
MARKET 


(By Mitchell Gordon, Staff Reporter of The Wall Street Journal) 


Lonpon.—At the Scottish town of Strathhaven, about midway between Loch 
Lomond and the River Clyde, a team of workmen is putting the finishing touches 
on a factory that will permit Burroughs Adding Machine, Ltd., to boost its annual 
output of office machines in Britain by 40 percent during the next year. 

Not far away, in Greenock, the roof is going on a large new factory that I. B. M., 
United Kingdom Ltd., will use, starting in 1954, to turn out its entire line of 
typewriters, accounting machines, time recorders, and similar white-collar gadgets. 
The plant will employ about 2.000 men when it’s in full swing, compared with the 
250 who are now just assembling I, B. M. machines in Britain from parts made 
elsewhere. 

Further north, in Dundee, National Cash Register, Ltd., is hauling $6 million 
worth of new machine tools into a recently completed 30,000-square-foot factory. 
Next spring it will begin stamping out the eighteen thousand-odd parts presently 
made in America for the cash registers, adding machines, and accounting machines 
the company now only assembles here. 


ONE-THIRD OF AN INDUSTRY 


The expansion of these companies, all subsidiaries of United States office 
machine manufacturers, typifies the growing role Americans are playing in one of 
John Bull’s boomingest industries. Total output of office machine makers here 
last year was valued at over $82 million in British money—4 times as much as 
1947 production and 10 times that of 1938. The measure of America’s participa- 
tion in this production surge: Yankee subsidiaries accounted for over a third of 
last year’s total output compared with an almost nil proportion before World 
War II. 

Behind this United States invasion is a growing global demand for office cost- 
cutting machinery combined with a dearth of the dollars needed to buy them from 
America, the foremost producer. By expanding subsidiary operations here— 
and in other European countries too—the United States firms avoid losing their 
foreign markets as a result of governmental dollar-spending restrictions. 

The overseas trek is not limited to office machine makers, either. Other 
American companies, from movie producers to clock makers, have begun produc- 
tion operations on this side of the ocean since the war to preserve their markets 
here. Few are growing as fast or taking over as big a chunk of their industry, 
however, as the United States office machine subsidiaries in Britain. 

The British 'ike the trend. It enables them and their sterling area partners to 
reduce their dollar outlays for imported office equipment; it also gives a lift to 
British export efforts. 

EYES ON THE FUTURE 


“Our success in the office machinery industry,’ say a British Government 
Official, “is the sort of thing we shall have to try harder to duplicate if our efforts 
toward lower United States tariffs don’t come to much.” 

He figures there’s a twofold advantage in getting United States office machinery 
makers to produce in Britain instead of relying on British firms to increase their 
output. The Yanks, he declares, are much less conservative about expanding 
than many of their British counterparts. And they already have the vast world- 
wide selling and service organizations that are so important in the drive to pump 
made-in-Britain gadgets abroad in exchange for badly needed foreign currencies. 

Last vear the office machinery industry have not only helped supply the British 
market but also earned John Bull over $27 million worth of overseas cash. That 
was a new record and topped the previous year’s exports by over $1 million, 
despite drastic import cuts of big customers like Australia and South Africa. The 
1952 export total was, with the M7 exception of 1951, 64 percent heftier than it 
had ever been before and, in terms of pounds sterling, it was 15 times the value 
of the industry’s 1938 exports. 
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Surprisingly enough, the United States itself took nearly $4 million worth of 
made-in-Britain office machines last year. That was almost twice as much as the 
year before and 10 times the year before that. 

There are several reasons why some of the United States subsidiaries here are 
selling part of their production in the mother country. Some hold their costs here 
are lower than those of their parent companies. Then, too, the more dollars they 
earn from exports, the more dollars the British will allot for imports of their office 
machines from the Stateside parent. 

Besides Burroughs, National Cash Register and 1. B. M., the expanding con- 
tingent of United States subsidiary companies includes Addressograph-Multigraph 
Ltd., which moved into a new plant in London early this year and plans to 
gamble its present $8 million annual manufacturing and assembling output over 
the past 5 years. Underwood Business Machines, Ltd., produces and assembles 
writers, adding machines and accounting machines at its Brighton works, on 
Britain’s South coast—and plans to increase its current $5 million yearly produc- 
tion, there by more than a third by mid-1954. 


REMINGTON RAND, TOO 





Remington Rand, Ltd.’s plant at Hillington, near Glasgow, is pushing its manu- 
facturing and assembling operations toward a goal of more than 100,000 type- 
writers a year. Hill & Tarrant, Ltd., began assembling calculators from United 
States-made parts in a London factory about 18 months ago, but won’t disclose 
details of its growth. 

Burroughs’ 40 percent plaaned expansion will come atop present production 
here, valued at more than $8 million a year by Detroit executives of the parent 
company. The few present manufacturing and assembling operations here are 
located in a plant at Nottingham and another at Strathlevea, the same Scottish 
town where the third factory is being erected. 

What advantages does this overseas expansion hold for the United States 
parent company? How much of their money can they take out in dollar currency? 
The answers to these questions reveal something of the nature of new United 
States manufacturing operations in prewar Britain. They also contain some 
heln for other United States firms contemplating similar ventures. 

The Yanks claim the reason they’ve come over here is not primarily because of 
the opportunity of benefiting from a lower cost labor—although some admit this 
was a factor in their decision. 


SALVAGING THE MARKET 





The chief reason the United States office machine companies came over here 
they say, was to prevent the global dollar shortage from wrecking their foreign 
markets. ‘“‘Then the only one way we could sell in volume in altering currency 
nations,’’ declares an official of a United States firm which had a large selling 
organization in Britain in prewar days. ‘‘That was to produce our machines in 
Britain, where they could be sold for sterling and where our costs could be met in 
the same way.” 

The representative of a United States company which isn’t vet manufacturing 
here bears out his statement with this report: ‘Our customers are presently 
getting import licenses from the British Government for only 25 percent as much 
of our equipment as they were allowed to have in 1950.”’ 

Two positive attractions also loom high in the Yanks’ decision to produce in 
Britain. One: The expectation of a rapidly expanding market. The other: A 
willingness by the British Government to provide factories at low rents to firms 
whose activities promise to contribute to Britain’s export drive and stabilize 
employment in ‘‘distressed areas’’ at the same time. 

The British Government has made available to such firms some 524 surplus 
wartime factories totaling 50 million square feet of floor space. And between the 
end of World War II and last March 31, it has built an additional 660 plants 
with 20.5 million square feet of floorspace. Local governments have likewise 
spread out the welcome mat and have competed for Yankee favor when they 
felt the central government wasn’t putting up enough plants in their areas. 

This factory-providing assistance is particularly important to American firms 
which don’t want to invest too much of their money where it may one day be hard 
to remove. 

Right now, the British are fairly liberal about permitting the conversion into 
dollars of pounds earned by American subsidiaries here. Profits, subject to 
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government audit can be repatriated without limit, officials say. They say that 
almost as lenient a policy is now being followed in regard to the repatriation of 
capital gains from the sale of investments authorized after last fall. 

Investments authorized here before last fall still aren’t entitled to be repatri- 
ated beyond the amount of the original investment. 

The CuHarrmMan. Any further questions? If not, we thank you, 
Mr. Hills, for your appearance and the information given the commit- 
tee. 

The next witness on the calendar is Mr. William Edgar John. Is 
Mr. John here? Please give your full name and address, and the 
capacity in which you appear, for the record. 


STATEMENT OF WILLIAM EDGAR JOHN, AMERICAN BOAT 
BUILDERS AND REPAIRERS ASSOCIATION, INC. 


Mr. Joun. My name is William Edgar John. I am speaking on 
behalf of the American Boat Builders and Repairers Association, 
whose members number approximately 100 boatyards located through- 
out the country. 

I am grateful for this opportunity to appear before you and 
present pertinent facts that are having an injurious effect upon the 
domestic boatbuilding industry. 

My individual background is as follows: I am president of Wm. 
Edgar John & Associates, Inc. This company owns and operates 
the Milton Shipyards of Rye, N. Y. This shipyard has been in con- 
tinuous operation, building and repairing wooden boats, since 1857. 
I took over the operation of the yard in 1937. During World War 
II, we built 248 wooden boats for the armed services, including 
motor launches, tugboats, patrol boats, special-purpose boats, and 
cargo barges. 

I studied naval architecture and marine engineering at the Frank- 
lin Institute, Philadelphia, Pa.; served my apprenticeship under 
prominent naval architects and worked in several shipbuilding yards, 
including Cramps and the New York Shipbuilding Corp. 

I served in World War I as a commissioned officer and as aid naval 
constructor to the commandant of the 4th Naval District. Later 
I was transferred to the Emergency Fleet Corps and was appointed 
assistant authorized representative and naval architect at the Ameri- 
can International Shipbuilding Corp. at Hog Island, Philadelphia, 
Pa. 

Following World War I, I transferred my activities from large 
shipbuilding to the building of wooden yachts and pleasure boats. 

I am a past president of the American Boat Builders and Repairers 
Association, Inc. I am now serving as technical vice president of 
the American Boat and Yacht Council, an engineering society which 
serves our industry, the same as the Society of Automotive Engineers 
serves the automotive industry. 

I am also vice president in charge of power cruiser activity of the 
American Power Boat Association, which is the controlling body 
in the United States for all power boat racing. 

I am a member of the Motor Boat Panel of the United States Coast 
Guard, Merchant Marine Safety Council. I am also a member of the 
committee on motor craft and marinas of the National Fire Protection 
Association. 
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Prior to the beginning of the war in 1941, wooden boat builders in 
this country were able to keep their boatbuilding yards in operation 
building wooden yachts and pleasure boats for the American boating 
public. When the war started, we were called upon to build for the 
Armed Forces. 

You gentlemen are all familiar with the magnificent job the boat- 
builders of this country performed in developing facilities and organiz- 
ing to meet the demands made upon them. I will not bore you with 
figures, but state that the number of wooden boats turned out, in- 
cluding patrol boats, minesweepers, tugboats, cargo barges and many 
other types, reached astronomical numbers. 

The boatyards were able to meet these demands because there 
were experienced craftsmen available who had been trained in the art 
of wooden-boat building. Permit me to present a brief summary 
describing our industry. 

The wooden-boat-building industry is not an industry engaged in 
volume production. In peacetime, the total number of boats built 
in any one year is relatively small. The production of commercial 
vessels—speaking of wooden vessels—is rather static, and the produc- 
tion of pleasure craft is a nominal figure. 

The boatyards build custom-made boats pursuant to specific designs, 
specifications and orders. During the periods of emergency, the pic- 
ture is completely different. During wartime, the boatyards are 
called upon to build every type of wooden craft. The essentiality of 
such craft in wartime is an accepted fact beyond dispute. The small 
boatyards must be kept alive during peacetime so that in the event of 
an emergency they are available, with their scores of craftsmen, to 
swing immediately into the technical production of war craft. 

The nature of the wooden-boat-building industry also places it in 
a unique position. Boat building is an ancient and honored craft. 
The end product depends upon the skills of experienced specialists 
approaching an art. Wooden boats are not machine made, but are 
custom built by men who have acquired their trade from long years 
of actual experience. 

All operations from the start of the design to the delivery of the 
craft depend upon the experience of the craftsmen and the ingenuity 
of those directing their labors. For this there can be no substitutes. 

Our business is highly seasonable, and we must carefully plan all 
work so that an adequate working force can be maintained constantly 
on the payroll. The capital investment in a boatyard including land, 
buildings, equipment, and machinery is larger in relation to the gross 
sales than in any other manufacturing industry. 

Since 1948 our industry started to slowly retreat. The retreat 
is now in full swing, and without relief, will be a complete one, and, 
for all intents and purposes, the industry will have reached its lowest 
state. One of the predominant causes for the low ebb of work for 
the American boatyards is the low-priced competition encountered 
from foreign boatyards. We are appealing to you to help us meet 
the threat of such competition and to keep our yards going. 

Paragraph No. 370 of the Tariff Act of 1930 provided a duty of 
30 percent ad valorem on motorboats and auxiliary sailboats. As a 
concession, in the General Agreement on Tariffs and Trades, effective 
January 1, 1948, this duty on motorboats and auxiliaries was fixed 
at the reduced rate of 15 percent. 
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Pursuant to the Torquay agreement, effective June 6, 1951, the 
duty was further reduced to 7} percent on all motorboats and auxili- 
aries having a value less than $15,000. 

Our industry did not expect to maintain its wartime activities. 
However, it did anticipate returning to prewar level. This expecta- 
tion has not been realized for the simple reason that the limited 
domestic market available to the industry has been stolen by the 
foreign builders whose boats are imported into the United States. 
The United States boatyards simply cannot meet the foreign prices, 
due primarily to the difference in wage level. Let me give you an 
example of this competition. 

I recently received a quotation from the representative of a foreign 
boatyard for a 52-foot auxiliary motorboat. The specifications 
called for much of the equipment to be of American manufacture, 
including engine and electrical equipment. The net price quoted 
was $54,450. 

One of our customers asked us to bid on a similar boat, same 
dimensions, from the design of an American architect. We prepared 
a bid and when we analyzed it further, found that the actual cost 
of the labor, material, overhead, payroll taxes, et cetera, with no 
profit on the deal, added up to $116,051. 

We felt that because of the foreign competition, and because we 
wanted to stay in business, we would waive any profit—we just 
wanted to keep our head above water. This contract was finally 
placed with a German yard for considerably less than $90,000. 

Gentlemen, this is the picture the wooden-boat builders face today 
in trying to meet foreign competition. You will agree that the 
difference in the above figures is substantial. The subsequential! 
difference in price is due in large measure to the fact that imported 
boats pay a duty of only 15 percent when over $15,000, and 7% percent 
when less; instead of the 30 percent in effect prior to 1948. 

You must also remember that a boat which costs $15,000 in Europe 
has the advantage also of anv difference in rate of exchange between 
the country in which it is being built and the United States. 

The average wage paid in the domestic wooden-boat yards is four 
times higher than the average pay in foreign boatyards. This wage 
differential, together with the low tariff, has given us an impossible 
task in trying to meet foreign competition. 

The present plight of our industry can be shown in the reduction of 
the number of workers employed in our boatyards. 

Meanwhile, concurrent with the diminishing activity of the domestic 
boatyards, the foreign boatyards have been and are prospering and 
have a backlog of unfilled orders. Boats are being imported into the 
United States in ever-increasing numbers. 

In 1953, with the full exploitation of the concessions by importers, 
the number of boats imported reached 8,205. In 1954 and 1955 this 
number has greatly increased. There can be no question that the 
duty concession has caused a tremendous increase in the imports, and 
there can likewise be no question that the tremendous number of 
imports, when reviewed in relation to the limited domestic market 
available, has directly led to the depressed condition of our domestic 
industry. 
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This country’s boatyard facilities are now being utilized to an extent 
of less than 25 percent of their capacity. The number of orders for 
new production continues to decline. 

When I first read the draft of H. R. 5550, it seemed innocent enough, 
but after making a brief study of information I have available on the 
new international organization called the Organization for Trade 
Cooperation, I realized that the aim of the OTC is to lower tariffs, 
and that under it, our trade and tariff policy would be subject to the 
votes of 35 other nations belonging to the General Agreement on 
Tariffs and Trade. 

A number of the countries belonging to GATT are those we are now 
trying to compete with in wooden-boat building. Neither Congress 
nor the domestic boatbuilding industry gave any preliminary instruc- 
tions to the United States delegates who agreed to change the tariff on 
boats, effective January 1, 1948, and later, June 6, 1951. Our people 
not only have no voice, direct or indirect, in GATT, but they cannot 
find out what is going on until after agreements are made. 

Foreign boatbuilders do not pay the same taxes or observe the same 
standards as the American boatbuilders. Without adequate tariff 
protection, the American market will become flooded with the cheaper 
produced imported boats, and force the closing down of many of our 
best wooden-boat-building yards. 

America’s ability to produce wooden boats helped to win two world 
wars; are we to permit foreign boatbuilders to take advantage of an 
unfair tariff protection for our domestic boatbuilders and let our yards 
go idle? We need an adequate tariff to keep our boatbuilders working 
at their trade so that our yards will be available in case of emergencies. 

Gentlemen, I respectfully request that Congress maintain close 
control and supervision over our national tariff and foreign trade 
policy in view of the fact that the powers for the maintenance of such 
control are specifically vested in the Congress by the Constitution. 

Much of this control has been removed from Congress without its 
specific consent, or the consent of the American people, and has been 
assumed by the Department of State of the executive branch by virtue 
of its having committed the United States to trade and tariff negotia- 
tions under the international accord of the General Agreement on 
Tariff and Trade. 

H. R. 5550, now pending, threatens to weaken still further the con- 
trol of Congress and the American people over the national tariff and 
foreign trade policy of this country by authorizing United States 
membership in the international organization, Organization for Trade 
Cooperation. 

I urge you to oppose this legislation on behalf of the wooden-boat 
builders of this country. 

The CHartrMAN. Does that complete your statement? 

Mr. Joun. That completes it. 

The Crairman. Thank you for your appearance and the informa- 
tion given the committee. 

Any questions? Mr. Reed of New York will inquire. 

Mr. Reep. Mr. John, I looked into this shipbuilding situation and 
you have covered it so completely that I will only mention what I 
found: That the European shipyards’ bids are running from 40 to 
60 percent lower than the American bids. Is that right? 

Mr. Joun. That is correct, sir. 





ORGANIZATION FOR TRADE COOPERATION 911 


Mr. Reep. Thank you. 

The CuarrmMan. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Just one line of questioning, Mr. John, and if you 
care to supply it for the record, that would meet with my approval. 

I was wondering what experience you had with the—I noticed you 
testified on page 3 to taking your matter before the Committee on 
Reciprocity Information. At least I believe you did. 

No, you were talking about the agreement at Torquay which granted 
away some of the protection that your industry had. Had you tried 
to present the economic situation of your industry to the Committee 
on Reciprocity Information, or any other tribunal in the executive 
department before this Torquay agreement? 

Mr. Joun. To the best of my knowledge and belief, our association 
had no information of the activity that was taking place at that time. 

I cannot speak for the National Association of Engine and Motor 
Manufacturers, but our association, the American Boat Builders and 
Repairers Assoc iation, knew nothing about it, had no reports, or had 
received no information that these actions were going to be taken 
until after they had become effective. 

Mr. Curtis. I might say that has been the testimony of a number 
of industries that have come before this committee, but also to me, 
personally. If you would care to enlarge upon that answer to give 
further information, and supply it to the committee, I would appre- 
ciate it. 

That is all, Mr. Chairman. 

The Cnatrman. Mr. Kean of New Jersey will inquire. 

Mr. Kean. I think that when negotiations are being made, they 
are always made public, and in what items the negotiations are being 
made, so that if your industry had been on its toes, they would have 
known that there was going to be consideration of these items. 

Mr. Curtis. That might be so, but there is a question of what pro- 
cedures have been established by Executive order, and then the next 
thing is, are they carried out? 

Mr. Kean. In this case, evidently from the testimony that the 
industry didn’t know there were going to be negotiations, and there- 
fore didn’t take any steps—— 

Mr. Curtis. That is true, but may I point out to the gentlemen 
from New Jersey—the State Department might want to furnish 
information that shows that they did notify—but some of the com- 
plaints have been, and seem to be backed up, that there was no notifi- 
cation. 

I don’t know what the situation is. That is why I suggested if he 
would go over that carefully and supply it for the record—what the 
considered statement of the industry would be in regard to being given 
ample opportunity to present your case. 

Mr. Joun. Gentlemen, let me suggest that you consider that our 
industry is small. We are not big companies. We have limited 
working capital. We don’t have the facilities of the large—and that 
includes our association—the larger companies to maintain contacts 
with Washington and various means available to others. 

We have limited capital to work with. We have a lot of problems 
that keep many of us pretty close to our businesses and sometimes we 
can’t always follow national affairs, but I do think that some means 
should be developed where all industry should have an opportunity 
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to discuss their problem before any individual group, as I mentioned, 
representing the Government, takes action for thousands and thou- 
sands of workmen and especially workmen who take a lifetime to gain 
the experience necessary in our field. 

Mr. Kean. I certainly agree with you, Mr. John, that the industry 
that is going to be affected certainly should be notified and have the 
opportunity to complain about any proposed action, but as I under- 
stand it, publicity is always given and they are notified. 

If that isn’t so, then it is wrong. 

Mr. Joun. Our problem also is that we are limited in volume of 
people who can come to Washington or who can visit these meetings 
and also, there are not very many of us to talk at any one time, and 
sometimes we are not given as much consideration because we are 
considered rather small and not necessary, but look up the records, 
gentlemen, of the wooden boat building yards. Those businesses did 
a magnificent job during the last war. 

The Cuarrman. We thank you, Mr. John. 

Mr. Stmpson. Mr. Chairman? 

The CuarrmMan. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Mr. John, one of the significant things that I noticed 
on this committee is we never get any small businesses to come in 
front of the committee and approve the matter of GATT, and par- 
ticularly OTC. 

You are a small business, and you are criticizing it, and opposing it 
on the grounds that it will further what seems to be a deliverage 
effort to allow the forei ign producer to take over your former market. 

Isn’t that your point? 

Mr. Joun. Yes, sir. 

Mr. Stmmpson. One of my objections to GATT is that GATT has, 
on its own part, made the statement that those countries which can 
do things better—and by that I assume they mean cheaper—than 
some of the other countries should be encouraged, and the other 
higher cost countries should be discouraged in the production of 
certain items. 

I see a deliberate attempt to put your business out of business on 
the part of GATT, and | admire that you come to Congress and 
present your case and ask us to come to your defense. 

Mr. Joun. Thank you, sir. 

Mr. Smpson. For GATT, in which at the very best, we will have 
one vote out of 35, having already said that—I repeat—that the 
country that can do things better and cheaper should be given the 
edge, isn’t going to help you. You have to depend on Congress. 

Mr. Joun. There is no quarrel with their workmanship. They have 
good craftsmen. There is no quarrel with the fact that they can also 
manufacture cheaper. The quarrel is that the conditions are not 
the same. 

I mentioned that our labor problem alone—the average rate of 
pay in all the European yards is less than 50 cents an hour, base pay. 
Our base pay is $2.25 an hour. Their top men, what we call “leaders’’ 
over there, get 70 cents an hour. Our men get from $2.50 to $3.50 
an hour. We have to pay that to keep them. 

Mr. Simpson. Yes. I wish your workingmen had the money and 
the time to come down here and tell us their stories. 

Mr. Joun. I wish I could have some of them come down. 
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Mr. Kean. I think that you left a false impression by the question. 

Mr. Stmpson. Not intended, of course. 

Mr. Kean. Of course not, and that was that 35 people would be 
able to help reduce our tariffs, when you know it is a fact than any 

reduction of tariff can’t be effected unless the United States agrees 

Mr. Simpson. The United States representative, not the “United 
States Congress. 

Mr. Kean. Yes. 

Mr. Simpson. That representative is the key of the matter. He 
may be the worst international in the world. 

Mr. Kean. Yes. 

Mr. Simpson. And if he agrees, we are bound. I don’t want some 
fellow like that binding Congress. 

Mr. Kean. But the thought was, and also in Mr. John’s statement, 
that there was some mention about 35 people controlling the policy of 
the United States. It isn’t 35 that control any reduction. The re- 
duction is only made with the approval of the United States repre- 
sentative. 

Now, if this administration sends the wrong person there, | am 

very sorry. 

Mr. Stupson. They have been doing it, in my opinion. 

Mr. Joun. It would be rather difficult for that one representative 
or a group of representatives to be able to know all the facts about 
our industry without making some effort to investigate it, and that 
hasn’t been done in the past or wasn’t done when ‘those reductions 
were made. 

That, I think you will find to be a fact, sir. 1am not an expert on 
tax, gentlemen. I am a smal] businessman and operate a rather old 
boat yard, and am proud of it. 

The Cuarrman. Mr. Mills of Arkansas will i inquire, Mr. John. 

Mr. Miuus. Mr. John, I am asking this for information, because I 
do not know what the situation is. You referred to a reduction in 
the duty from 30 percent to 15 percent, and then a sabboquens reduc- 
tion in the case of boats selling for less than $15,000 to 7% percent. 

Do you know whether or not those reductions were made after 
peril-point findings were reached by the Tariff Commission? 

Mr. Joun. I can’t answer that, sir. 

Mr. Mitts. I think it would be helpful if the committee could be 
informed whether or not these reductions were in excess of the findings 
of the Tariff Commissio» with respect to peril points, because, Mr. 
John, I think you will azree that these reductions in duties are never 
effective upon the adherence or agreement of some representative of 
the United States, but only after proclamation by the President of the 
United States. 

He can proclaim a reduction in duties in excess of the findings of 
peril point by the Tariff Commission and it is always interesting to 
me to know whether or not these reductions that are proclaimed by 
the President actually exceed the peril point derived by the Tariff 
Commission after study. 

I am informed that the President must report and explain to Con- 
gress whenever he puts into force a rate below that determined in the 
peril point findings of the Tariff Commission. 

The CHarrmMan. We thank you, Mr. John, for your appearance 
and the information given the committee. 
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Next is Mr. Sidney C. Moody. Come forward, please, sir. 

You heard the announcement made this morning, Mr. Moody. 
You are recognized for 10 minutes. We notice that you have for our 
reference another document. That has been distributed to members 
of the committee. You may proceed. 


STATEMENT OF SIDNEY C. MOODY, SYNTHETIC ORGANIC 
CHEMICAL MANUFACTURERS ASSOCIATION 


Mr. Moopy. My name is Sidney C. Moody. My home is in New 
York City, and I am past president of the Synthetic Organic Chemical 
Manufacturers Association, which I represent here today. 

United States participation in the proposed organization for trade 
cooperation would be very detrimental to the interests of the members 
of our association. The harmful effects which we foresee would result 
from certain trade rules found in GATT, which OTC would administer. 

We have filed with the committee a detailed written brief which 
develops the fact; that the trade rules in the GATT which concern 
us are contrary to the domestic laws of the United States; that, 
nevertheless, they were agreed to by the executive department of our 
Government; that,prior to GATT, these rules were never used in any 
United States trade agreement; and that the executive department 
has no authority under the Trade Agreements Act to commit the 
United. States to such rules. 

I shall not discuss our written brief. I would like to explain, how- 
ever, what we believe some of the effects will be on our industry of 
United States participation in OTC. 

I think I should tell you briefly whom our association represents, 
and why H. R. 5550 presents such a serious problem to our members. 

Ninety-one manufacturers of synthetic organic chemicals are mem- 
bers of our association. Most of them make coal-tar chemicals. 
Most of the companies, too, are small business concerns, with 500 
employees or less. 

The organic chemical industry is uniquely important to the national 
security. I think this committee is sufficiently familiar with our 
industry to accept its defense essentiality and its implications, in con- 
sidering H. R. 5550. 

Now, for the changes which would be brought about by United 
States membership in OTC. OTC would be an international assem- 
bly, organized, as our State Department says, to make more efficient 
the administration of the General Agreement on Tariffs and Trade. 

Each of the member nations of OTC will have accepted in GATT 
a comprehensive set of trade rules which it agrees shall govern its 
foreign commerce. OTC would administer those rules under pro- 
cedures which amount to enforcing or policing them. 

The crucial factors which a. domestic industry must consider in 
evaluating OTC, therefore, are the substantive rules in GATT which 
OTC would enforce. Let me discuss a few of these rules which will 
have grave consequences for us. 

Certain provisions of GATT, which have nothing to do with rates 
of duty, would take away from our industry an essential part of the 
tariff policy Congress has provided over the years to encourage and 
assure its continued growth and stability. 
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First, you should bear in mind that the duties on imported organic 
chemicals covered by paragraphs 27 and 28 of the Tariff Act are as- 
sessed on the American selling prices of competitive domestic products. 
Article VII of GATT would prohibit the valuation of imported 
merchandise on the basis of the value of similar products of national 
origin. 

This means that imported organic chemicals dutiable under para- 
graphs 27 and 28 of the Tariff Act could no longer be valued as our law 
requires, on the basis of the American selling price of the competitive 
domestic article. There has never been a provision of this sort in 
United States trade agreements before GATT. 

Our brief sets forth in detail the reasons which Congress had in 
mind in selecting the American selling price value base for the products 
of our industry. Let me say here that the selection of that method 
was the result of long and careful study by the Congress. 

It developed a system which would permit a domestic organic 
chemical industry to become strong in the face of the particularly 
ruthless practices which the European chemical cartels used. It was 
recognized that foreign value, the customary value basis for ad valorem 
duties, was too uncertain a basis for the assessment of duties on coal- 
tar chemicals. 

Dyes, for example, can be tailor-made for the United States market 
so that there is no price for similar merchandise in the foreign market, 
and none in the export market, other than that placed on them by the 
foreign producer for sale to the United States. 

Foreign coal-tar chemical producers often operate through cartels 
in disposing of their products in imternational trade. The cartels 
control export prices to facilitate the disposition of their members’ 
products in each country of importation at the price which is needed 
to undercut local price levels, and eventually displace the domestic 
products. 

As recently as 1952, the President of the German Chemical Industry 
Association declared publicly that cartels are indispensable to ‘an 
efficient European economic community”. The German industry 
has resisted energetically anti-cartel legislation. 

This favored mode of competition used by foreign producers shows 
that any United States system other than customs valuation based on 
the American selling price or import quotas would place effective con- 
trol over United States duties in the hands of foreign organic chemical 
producers to the detriment of our domestic industry. 

Under these circumstances, you can understand that there is really 
no one dependable export price for any of the 1,200 commercially 
important dyes. Nor is there dependable price information on the 
several thousand other coal-tar chemicals that are dutiable under 
paragraphs 27 and 28 of our Tariff Act. 

Indeed, there is no single price for any coal-tar product for any 
single foreign producer. On the other hand, American manufacturers 
regularly publish their prices and file them with the United States 
appraisers. The ascertainment jof value based on American selling 
price is a matter of easy administration. 

In 1951, a Customs Simplification Bill was introduced which, 
among other things, would have eliminated the American selling price 
value provision. It was frankly conceded that the proposal to elimi- 
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nate the American selling price was made primarily to comply with 
the provisions of GATT. 

This committee, after careful consideration, decided to eliminate 
that part of the bill. This was responsible action in the national 
interest. The evidence presented to the committee demonstrated 
that it would be impossible to convert existing rates of duty based 
on the American selling price, applying as they do to many hundreds 
of chemicals, to rates which se provide equivalent protection when 
based upon export value. 

The committee was then aware, and I need not remind it now, that 
if the American selling price provision on coal-tar chemicals were 
eliminated, the decline in this essential defense industry would begin. 

The nature of demand for coal-tar chemicals in the United States 
requires the regular supply of many hundreds of finished chemicals 
in relatively small annual quantities. This permits many small 
companies to make and sell a product line of a dozen or so chemicals 
without the heavy capital investment which is characteristic of larger 
manufacturing establishments. 

It is these small companies, and the majority of our members are 
just such companies, who would be quickly driven out of business 
by the manipulation of United States customs values by foreign 
producers, if the American selling price provision were eliminated. 

For this reason, our Association must vigorously oppose any system 
which would provide for the implementation of the GATT rule 
outlawing the American selling price. 

The second GATT rule to be enforced by OTC which would reduce 
the protection afforded our industry is that which specifies that the 
value of imported merchandise for customs purposes should not be 
based on arbitrary or fictitious values. 

The State Department has interpreted that language to require 
extensive changes in the other value provisions of the Tariff Act. 
These have been incorporated into a bill, H. R. 6040, now pending 
in the Senate. Studies which have been prepared for us by the 
Bureau of Census and independently for the Treasury Department, 
both tend to show that the propcsed new value provisions of that 
bill would automatically result in a reduction in duty of approximately 
7 percent on imported organic chemicals other than those of coal-tar 
origin. The complete details that justify this statement are contained 
in our written brief. 

We are also concerned by the fact that the GATT escape clause— 
Article XI X—differs materially from the escape clause which Congress 
has provided in our domestic law. Under United States law, three 
types of remedial action can be taken where the Tariff Commission 
finds that a domestic industry is being caused or threatened with 
serious injury by actual or relatively increased imports resulting in 
whole or part from a trade agreement concession. The remedy may 
consist of withdrawal or modification of the concession, or its suspen- 
sion in whole or part, or the establishment of import quotas. 

Under the GATT escape clause, there are additional facts, not 
found in our domestic laws, which must be established before relief 
can be granted. The first of these is that injury must be found to 
be due to unforeseen developments, as well as increased imports. 

Second, the increase in imports must be absolute. Unlike our 
domestic law, a relative increase compared with domestic production 
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or sales will not be sufficient. Third, it must also be found that the 
increased imports coincide with ‘‘such conditions’’ as to cause injury. 

These are not the only differences. Under United States law, 
“domestic industry” refers only to that part of the producing organ- 
izations which make the competitive domestic products, rather than 
the entire operation of all the producers that make up the industry. 

If words have any meaning, the administration of GATT by OTC 
will result in future escape clause actions in the United States being 
determined in accordance with the collective will of the assembly of 
nations who belong to OTC and GATT, rather than in accordance 
with the will of Congress. The GATT escape clause would be of 
little comfort to domestic producers. 

These differences are of immediate importance to our members, 
because of the serious economic condition of many of our dye and 
medicinal producers as the result, at least in part, of increased imports. 
Facts pertaining to this economic injury were revealed in peril-point 
investigations in 1955 and 1956 before the Tariff Commission. 

Our members are also vitally interested because of the extensive 
and deep reduct*ons which have been made in organic chemical duties 
under the trade agreements program. There are about 119 tariff rates 
which apply to organic chemical imports. Ninety-two of these have 
been reduced, 78 of them by 50 percent of more. Some 16 rates are 
again being negotiated for further reduction under GATT in Geneva. 
Six of these are large baskets and cover hundreds of our products. 

The Congress specifically provided in our domestic escape clause 
that import quotas may be one of the forms of relief granted to prevent. 
serious injury to domestic industry. When GATT was under con- 
sideration in 1947, Chairman Ryder of the Tariff Commission testified 
that the use of import quotas was one of the most efficient and flexible 
means of correcting that type of injury. 

Nevertheless, the State Department has agreed, in GATT, that the 
United States would not use import quotas. We can foresee that, in 
some circumstances, quotas may be the only really effective long-term 
means of curbing serious injury in some areas of our domestic produc- 
tion. 

The most important coal-tar producing nations in Europe now use, 
and have for many years used, import quotas to prevent injury to 
their own coal-tar dye industries. This is documented in our written 
brief. 

Let me summarize the real significance of H. R. 5550 as we see it. 
Congressional approval of United States participation in the Organiza- 
tion for Trade Cooperation would effectively substitute for the will of 
Congress a system of rules representing the collective will of some 35 
nations. This collective will is now expressed in a codification of 
rules, many of which are contrary to the public policy of the United 
States contained in acts of Congress. 

Our industry would be directly injured by the implementation of 
that code of rules which H. R. 5550 is intended to accomplish. Finally 
and of at least equal importance, is the fact that this system of rules 
can be changed in the future; and, these changes could be authorized 
by the collective will of this international assembly without approval 
of the United States. The resulting impact on this or other domestic 
industries cannot be fully anticipated xy the Congress in giving its 
approval to OTC. 

75018—_56——59 
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The tragic part about the kind of organization for trade cooperation 
which has been brought before you for approval is that it is not the 
type of organization which the State Department was supposed to 
negotiate. When Congress set up the Commission on Foreign 
Economic Policy in 19538, it directed that body, among other things, 
to report on GATT. 

The Commission reported that there was considerable uncertainty 
about the future role of the United States in GATT for two reasons: 
The first was the failure to submit GATT to Congress for approval; 
and the second was the questions which have arisen concerning its 
constitutionality. 

For these reasons, the Randall Commission recommended that 
GATT be renegotiated so as to confine the functions of the contract- 
ing parties to two areas. The first of these was simply the recom- 
mendation of trade policies for consideration by the legislatures of the 
various countries who are members, while the second was that of 
merely providing a forum for consultation regarding trade disputes. 

It is impossible to examine the proposed Organization for Trade 
Cooperation, its relationship to GATT, and its procedures for enforc- 
ing the rules of GATT, without coming to the conclusion that the 
State Departrrent has failed to carry out the Randall Commission 
recommendations. This failure occurred despite President Eisen- 
hower’s advice to Congress on March 30, 1954, that GATT would 
be renegotiated in accordance with the commission’s recommendation. 

Rather than confining OTC’s functions to recommending policies 
for consideration by Seo Lichalaneiati of its members, the State Depart- 


ment has set up the organization with procedures which, without any 
reference to the legislatures of the member countries, would place 


GATT’s rules into effect and enforce them. 

The enforcement would be carried out through the procedures for 
the making of complaints, the obligation to consult, the power of 
OTC to make rulings and decisions, and to authorize economic sanc- 
tions against members found guilty of breaking GATT’s rules. 

For all of the reasons which I have discussed, our association believes 
that enactment of H. R. 5550 would be contrary to the best interests 
of the United States. As I have already shown you, it would be very 
detrimental to the interests of our members. We respectfully urge 
you not to give H. R. 5550 your approval. 

Thank you for your attention. 

The CuarrmMan. Does that complete your statement? 

Mr. Moopy. That does, sir. 

The CHarrMaNn. We thank vou for your appearance and the infor- 
mation given the committee. 

Are there any questions? Mr Reed of New York will inquire. 

Mr Rrep. Mr. Moody, I understand that the organic chemicals 
are now being considered in Geneva for further tariff reductions; is 
that true? : 

Mr. Moopy. Certain of the organic chemicals only. 

Mr. Reep. Yes. 

Mr. Moopy. That is all documented. 

Mr. Reep. I have a list here showing how imports of synthetic 
organic chemicals have been increasing. With respect to such 
chemicals listed for discussion in the current trade agreement negoti- 
ations at Geneva, the 1952 imports were $8,715,000; in 1953, they 
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increased to $16,538,000; in 1954, to $15,080,000; and in 1955 to 
$25,916,000. 

I would like to have this data made a part of the record, if I may, 
at this point. 

The CHAIRMAN. Without entm, it is so ordered, 

(The material referred to follows:) 

The total value of United States imports for consumption of synthetic organic 
chemicals listed for discussion in the current trade-agreement negotiations was 
as follows: 

Year: Foreign value 
$8, 715, 000 


15, 080, 000 

25, 916, 000 

United States imports for consumption of cellulose compounds also listed for 
discussion in the current trade-agreement negotiations were valued as follows: 

Year: Foreign value 


1, 859, 000 


Mr. Reep. Foreign nations, I believe, are now able to place their 
chemical products on our market at will; for instance, they did so in 
1953 at a value of $500,436,000. Is that about right? 

Mr. Moopy. I am sorry; I have no figures that would check that. 

Mr. Reep. I think those are correct. I notice here the average 
hourly earnings for regular workers in the Japanese chemical industry 
in 1953 were 26 cents compared with the hourly wage of $1.83 for 
workers in the United States chemical industry. 

Is that about right? 

Mr. Moopy. I would think so. 

Mr. Reep. And the average hourly earnings for workers in the 
chemical and allied trades industries in Great Britain in April 1954 
was 52 cents, compared with $1.88 for workers in the United States 
chemical industry. 

The average hourly peti,” of industrial workers in the chemical 
industry in West Germany in May 1954 was 41% cents, compared with 
the $1.90 an hour for workers in the United States chemical industry. 

I thought you would be interested. I have looked into that some 
because I remember back in the early days when Germany destroyed 
practically every chemical industry in this country with their imports. 

Mr. Moony. That is correct. 

Mr. Reep. They are in a position, if you don’t get some protection, 
to make bad inroads today in your business; isn’t that right? 

Mr. Moopy. For almost 60 years after the invention of the first 
a dye in 1857, Germany succeeded in creating a monopoly on 
the production of all of those products, and related products, until the 
outbreak of the first world war. 

Mr. Reep. Yes. 

Mr. Moopy. At that time we, in the United States, were making 
about 5 percent of our domestic requirements, and the same figure 
held for Great Britain. I happen to know those two figures. 

Mr. Reep. Now, of course, it is a tremendous industry employing, 
have you any idea how many men? 
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Mr. Moopy. Not in the organic chemical industry, no, sir. I be- 
lieve it is several hundred thousand people, in the portion of the chem- 
ical industry that we refer to under paragraphs 27 and 28. 

Mr. Reep. Thank you very much. 

The Cuarrman. Any further questions? Mr. Kean of New Jersey 
will inquire. 

Mr. Kran. What you say on page 3 about the fact that in your 
opinion Article VII of the GATT would prohibit the use of the Amer- 
ican selling price is of importance to me. 

I realize the need of the American selling price in certain of your 
industries. We are in GATT now. Has any attempt been made to 
say that we could not use the American selling price? 

Mr. Moopy. Yes, sir. 

Mr. Kean. You say it is in the regulation, but has anybody tried 
to enforce it? 

Mr. Moopy. Only so far as I know that in 1951 a customs sfmpli- 
fication bill was introduced that would have eliminated the American 
selling price. 

Mr. Kean. A bill was introduced? 

Mr. Moony. Yes. 

Mr. Kean. Where? 

Mr. Moopy. In the Congress, and we appeared here before this 
committee. 

Mr. Kean. In the customs simplification bill? 

Mr. Moopy. Yes, sir. 

Mr. Kean. And we struck it out? 

Mr. Moopy. And you struck it out. 

Mr. Kean. In Article VII, do you know which provision it is that 
you say specifically would eliminate that? I notice ‘“‘Actual Value’ 
should be the price at which, at a time and place determined by the 
legislation of the country of importation...” Pretty definitely 
they say that the Congress shall control. 

hat is on page 13 of the General Agreement of GATT, “‘as deter- 
mined by the legislation of the country of importation.” We can 
say what the actual value is, it seems to me. 

Mr. Moopy. The note in our written brief pertaining to that 
says: 

As indicated . . . Article VII of GATT will prohibit the use of the American 
selling price valuation ... 

Mr. Kran. What number is that? What section? 

Mr. Moopy. Note 45, sir, on page 16 of the blue section. 

Mr. Kean. In the printed brief? 

Mr. Moopy. Yes. It is the last item on page 16 of the blue section. 
It is No. 45. 

Mr. Kran. No, you don’t say that. ‘As indicated in Notes 26 
and 27 above, Article VII will prohibit...” I want to know 
where it prohibits it. 

Mr. Moopy. May I call upon my counsel? That is a technical 
point. 

The CHarrman. Do you know the answer to the question? You 
made that statement. Do you know what it means? 

Mr. Stmpson. The gentleman wanted to refer to his counsel there. 

Mr. Moony. Section 2(a) of Article VII. 

Mr. Kean. Yes? 
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Mr. Moopy (reading): 


The value for customs purposes of imported merchandise should be based on 
the actual value of the imported merchandise on which duty is assessed, or of like 
merchandise, and should not be based on the value of merchandise of national 
origin .. 


Mr. Kean. Then it says: 


“Actual Value” should be the price at which, at a time and place determined by 
the legislation of the country of importation, such or like merchandise is sold . . . 

In other words, according to the GATT agreement, Congress has 
the right to state what actual value is. 

Mr. Moopy. In this particular industry, as we pointed out on 
numerous occasions, it is almost impossible to find out what the actual 
value of some of these imported products really are. 

Mr. Kean. It seems to me that the fact that this provision has 
been in GATT for a long period—that when someone tried to put it in 
in 1951, the Congress was able to come along and say ‘‘No, we are 
going to protect your industry.”—shows that there isn’t the danger 
that you see, because the Congress has protected your industry in spite 
of this being in the GATT agreement, and it seems to me that in the 
new GATT agreement here—I don’t know what the old one says— 
you are fairly well protected, I should think. 

Mr. Moopy. Unless under the acceptance of OTC there is some 
change in that method of handling matters of that sort. 

Mr. Kean. I agree with what was said about the fact that Congress, 
by ratifying OTC, is in general endorsing the GATT idea, but, for 
instance, Mr. Simpson asked a lot of questions to various people here 
about whether or not it was needed because we already were in GATT 
and the authority was already given in GATT, and therefore, that 
OTC approval was not necessary. 

I would be seriously concerned with this proposition which you 
mentioned because I understand the importance of it, if I felt that 
ratifying OTC would prevent your industry having the protection 
that I think it needs. 

Mr. Moopy. If we were to join OTC, I suppose it is pure specula- 
tion as to how much pressure would be brought upon the United 
States to change that and eliminate the American selling price. 

Mr. Kean. I have not found out vet specifically what language in 
this thing would prohibit it. 

Mr. Moopy. I just refer again to Section 2 (a) that says that value 
should not be based on the value of merchandise of national origin. 
That is what frizhtens us. 

Mr. Kean. That is modified by (b): ‘‘ ‘Actual Value’ should be the 
price at which, at a time and place determined by the legislation of the 
country of importation, such or like merchandise is sold or offered for 
sale in the ordinary course of trade or business under fully competitive 
conditions.” 

Mr. Moopy. That was to be a new value, I believe, that will be 
used in place of the present American selling price valuation, which is 
prohibited. Article VIT does two things—it prohibits use of a customs 
valuation provision like the American selling price, because it is 
really the same thing as the value of products of national origin, 
which article VII specifically says shall not be used; and in addition 
it specifies the kind of value base which must be used, namely, actual 
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value, which is defined in article VII in a way which excludes the 
possibility of using the American selling price. 

Mr. Stimpson. Mr. Chairman? 

The Cuarrman. Are you through, Mr. Kean? 

Mr. Kean. Yes. 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire. 

Mr. Simpson. I think there at the end you put your finger on a 
point here. The law says the actual value shall be the measure, 
Congress or any other legislative body merely declaring what the 
measure shall be as the American selling price is not sufficient. 

It must be established by competitive factors and so on as it states 
under (b). Therefore, an arbitrary declaration by Congress that the 
American selling price shall be the measure upon which the duty shall 
be levied is contrary to a GATT agreement, and it is recognized, 
because a year ago we had a bill in here that was presented in which 
we were asked to remove the American selling price as the measure, and 
it was discussed before the committee, and under pressure we were told 
that it was contrary to the provisions of GATT. 

I am sure the record will show more in detail than I can recall just 
what it was, but the American selling price, as a basis, is contrary to 
the intent of GATT, to which our representative has committed us. 

That was striken from the bill by this committee, and presumably 
Congress is not going to act knowingly to repeal the American selling 
price. At least I hope that is the case, and | know Mr. Kean does. 

My fear is that in this bill right here, in which we further empower 
the executive branch of Government, and endorse GATT as we do by 
passing H. R. 5550, we will create at the very minimum a legal ques- 
tion under which it can be argued that Congress is approving every 
detail of GATT and, in effect, we are removing the protection of the 
American selling price. 

Mr. Moopy. That is the concern of our industry. 

Mr. Simpson. Yes, and that is why I am quite insistent and I am 
trying to learn just what the reason for having this bill in front of us 
may be. No one has denied that there is ample authority under 
existing law, claimed at least, to administer GATT if they wanted to 
do it that way, but they won’t. I want to know why. 

(Mr. Moody subsequently submitted the following memorandum 
concerning the effect of OTC-GATT upon the “American selling 
price” value provision of the United States law:) 

Under United States law imports of coal-tar chemicals are dutiable at ad valorem 
rates based on the “American selling price” of the similar competitive article 
produced in the United States. 

Article VII of GATT prohibits its members from using such a method of 
determining value for customs purposes. This prohibition is contained in 


paragraph 2 (a) of article VII, quoted below, and the exact language of that 
paragraph which does this is set out in capital letters: 


“2. (a) THE VALUE FOR CUSTOMS PURPOSES OF IMPORTED 
MERCHANDISE should be based on the actual value of the imported mer- 
chandise on which duty is assessed, or of like merchandise, and SHOULD NOT 
BE BASED ON THE VALUE OF MERCHANDISE OF NATIONAL ORIGIN 
or on arbitrary or fictitious values.” 


The capitalized words in the above paragraph would prohibit the use of Ameri- 
can selling price because that feature in the United States law, as explained in 
the first paragraph of this memorandum, bases the ad valorem rates of duty on 
the selling price of the competitive domestic article. The words in the GATT 
paragraph ‘‘the value of merchandise of national origin’ is just another way of 
referring to the price of the domestic product. 


— 
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Before discussing further the effect of article VII in prohibiting the continued 
use by the United States of the American selling price provision, brief comment 
should be made regarding a second “rule” expressed in paragraph 2 of article VII. 
Paragraph 2 (a), quoted above, states that value for customs purposes should be 
based on the actual value of the imported merchandise. Paragraph 2 (b) then 
defines ‘‘actual value.” It reads as follows: 

“2. (b) ‘Actual value’ should be the price at which, at a time and place deter- 
mined by the legislation of the country of importation, such or like merchandise is 
sold or offered for sale in the ordinary course of trade under fully competitive 
conditions. To the extent to which the price of such or like merchandise is 
governed by the quantity in a particular transaction, the price to be considered 
should uniformly be related to either (i) comparable quantities, or (ii) quantities 
not less favourable to importers than those in which the greater volume of the 
merchandise is sold in the trade between the countries of exportation and im- 
portation.” (Emphasis added). 

The words underscored in the above quotation of paragraph 2 (b) were referred 
to in a colloquy between Congressman Kean and Mr. Moody during the latter’s 
testimony on March 14. From the nature of the questions asked by Congressman 
Kean, it appeared that he may consider the underscored words as meaning that 
the content of the rule concerning actual value shall be in accordance with legisla- 
tive action by each member. Actually, the structure of the sentence in which 
that language appears indicates that it is only the time that a sale or offer for 
sale takes place and the place at which a sale or offer of the imported merchandise 
takes place which is to be fixed by the legislatures of the member countries. 
Since value in general refers to the price at which goods of the type of the imported 
goods are sold or offered for sale, it is necessary to fix this with reference to time 
and place. -The other features of the rule which are set out in paragraph 2 (b) 
are categorically stated, and there is no indication that they are to be modified 
by legislative action of the member countries. The other paragraphs of article 
VII set forth additional rules which must be followed in determining dutiable 
value. Each of these has been interpreted by the United States State Depart- 
ment as requiring changes in United States law. This fact is documented by a 
ae Department memorandum, quoted at footnote 82 of the 8. 0. C. M. A 
brief. 

Returning to the effect which article VII of GATT would have on the United 
States American selling price feature for coal-tar chemicals. The State Depart- 
ment itself in a memorandum submitted to the House Committee on Foreign 
Affairs in 1950 admitted the inconsistency and the fact that United States law 
would have to be changed to conform to the rules. That memorandum was sub- 
mitted in connection with hearings on H. J. Res. 236, a joint resolution to provide 
for United States participation in the International Trade Organization. Article 
35 of the ITO charter is nearly identical to article VII of GATT. Paragraph 
3 (a) of article 35 of the ITO charter and paragraph 2 (a) of article VII of GATT 
are identical. The State Department’s comment on article 35, so far as it per- 
tains to the American selling price, reads as follows (hearings, Committee on 
Foreign Affairs, House of Representatives, 81st Cong., 2d Sess., on H. J. Res. 
236, p. 71): 

“(ay The use of ‘American selling price’ as a basis of dutiable value would be 
inconsistent with article 35. To eliminate the use of ‘American selling price’ 
would be a change in the method of calculating a tariff. It would not require a 
change in the level of the tariff. 

“Under existing law, most products subject to ad valorem duties are dutiable 
on the basis of the wholesale sellinz price of the imported articles in the country 
of export, but a few classes of merchandise are dutiable on the basis of the Ameri- 
can selling price of similar domestic products. These products are competitive 
coal-tar products covered by parazraphs 27 and 28 of the Tariff Act (19 U. 8. C. 
sec. 1001, pars. 27, 28), and certain classes of canned clams (T. D. 47031), woolen 
gloves and mittens (T. D. 48183), and rubber footwear (T. D. 46158) to which 
‘American selling price’ has been applied by proclamations under section 336 of 
the Tariff Act (19 U. S. C. 1336). The use of ‘American selling price’ almost 
always results in much higher duties than would be the case if the normal basis 
of valuation were used. The existence in our tariff laws of provisions for the use 
of ‘American selling price’ as a basis of dutiable value for a very few classes of 
imported articles, as an exception to the general rule that the normal basis for 
assessing ad valorem duties is the wholesale price of the goods in the country of 
export, tends to subject the United States to the charge that it is resorting to a 
device, to,coneeal the amount of protection accorded to particular products. 
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There is no good reason why the protection afforded these products should not be 
expressed in the same way that the protection for other products is expressed. 

“The abolition of ‘American selling price’ as a basis of value to conform to 
article 35 will not necessitate any change in the level of tariff protection now en- 
joyed by the industries operating under American selling price. It is contem- 
plated that the rates of duty on products now dutiable on that basis would be 
adjusted so as to maintain the level of existing protection (see par. 5 of the general 
notes at the end of schedule XX of the General Agreement on Tariffs and Trade, 
where the United States expressly reserved the rizht to make such adjustments). 
The abolition of ‘American selling price’ as a basis of value will require amend- 
ments to parazraphs 27 and 28 of the Tariff Act (19 U. S. C. see. 1001, pars. 27, 
28), sections 336 (b) and (3), and 402 (a) (4) and (g) of that act (19 U.S. C. 1336 
(b) and (j), 1402 (a) (4) and (g)), and certain Presidential proclamations (T. D. 
46158, T. D. 47031, and T. D. 48183).” 

In 1951 the U. 8. Tariff Commission submitted a memorandum to the Com- 
mittee on Ways and Means of the House of Representatives regarding H. R. 1535, 
the so-called ‘‘Customs Simplification Act of 1951.’’ Section 14 of that bill had 
the caption, ‘‘Value Not To Be Based on American Selling Price.”?’ The section 
would have amended the Tariff Act to eliminate the American selling price value 
provision. The Tariff Commission’s memorandum comments on section 14, 
in part as follows (Hearings, Committee on Ways and Means, House of Repre- 
sentatives, 82d Cong., Ist Sess., on H. R. 1535, p. 234): 

‘This section of the bill is related directly to carrying out a principle of customs 
valuation contained in the GATT and in the ITO. This principle is that ‘the 
velue for customs, purposes of imported merchandise * * * should not be based 
on the value of merchandise of national origin * * *.” (GATT, art. VII, par. 
2 (a); ITO, art. 35, par. 3 (a).) Both the GATT and the ITO provide that this 
principle is to be given effect at the earliest practicable date. 

‘* * * Both the GATT and the ITO would require the United States to 
amend its laws to terminate the use of American selling price for purposes of 
dutiable value.” 

In considering the effect of congressional approval of United States participation 
in OTC on the obligation of the United States to conform to article VII’s prohibi- 
tion of the cor tinued use of the American selling price, it is important to bear in 
mina that the State Department as recently as January 1956 claimed full authority 
for the President to commit the United States to GATT’s rules. Department of 
State Publication 6268, Commercial Policy Series 155, states (p. 13): 

“The GATT itself was not submitted for congressional approval, because 
Congress has already given the President the authority to enter into trade agree- 
ments with other countries. This authority is in the Trade Agreements Act, 
which has been in effect since 1934.” 

Moreover, Secretary Dulles emphasized in his testimony to the Ways and Means 
Committee on March 1, 1956, the executive department’s position that it has 
complete authority under the Trade Agreements Act to commit the United States 
to GATT in its entirety without reference to congressional approval. On this 
point he stated as follows: 

“The United States has participated in the General Agreement [on Tariffs and 
Trade] for eight years under the Trade Agreements Act, which authorizes the 
President to ‘enter into foreign trade agreements.’ * * * 

* * * * * * * 

“The President has already acted to revise the trade agreement rules in the 
General Agreement. Within the limits of the authority granted to the Executive 
by the Trade Agreements Act, the United States has negotiated and accepted a 
series of amendments to the General Agreement * * *, 

* * * * * * * 


‘‘* * * Any substantive undertakings by the United States with respect to 
its trade regulations must either be entered into by the President under the Trade 
Agreements Act or be specifically approved by Congress. * * * 

* * * * * * * 


“The General Agreement on Tariffs and Trade has not been submitted to the 
Congress for approval because, as I have indicated, the authority to enter into 
trade agreements without referring them back to the Congress is found in the 
Trade Agreements Act. The Gereral Agreement, therefore, is in the same status 
= any of the many other trade sgreements which have been entered into by the 

-resident. 

‘‘* * * Congress is not being asked to approve the detailed provisions of the 

General Agreement—to endorse the detailed actions which the President has 
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taken in exercising the authority which Congress granted to him in the Trade 
Agreements Act.” 

If Congress approves OTC, a formal long-term mechanism for administering 
GATT, in the face of such categorical claims of authority by the executive de- 
partment to accept GATT in its entirety, it inevitably will be agreeing with that 
claim of authority. With this in mind it now becomes material to examine 
paragraph | of article VII. That paragraph is identical in GATT as executed in 
1947 and as recently revised except to change the words ‘‘Contracting Parties’’ 
to ‘‘Organization.’”’ The paragraph reads as follows: 

“1. The contracting parties recognize the validity of the general principles of 
valuation set forth in the following paragraphs of this article, and thev under- 
take to give effect to such principles, in respect of all products subject to duties 
or other charges or restrictions on men aon and exportation based upon or 
regulated in any manner by value. Moreover, they shall, upon a request by 
another contracting party, review the operation of any of their laws or regulations 
relating to value for customs purposes in the light of these principles. The 
organization may request from contracting parties reports on steps taken by them 
in pursuance of the provisions of this article.” 

Notice that the paragraph contains a categorical admission of the validity of 
the rules contained in article VII, a categorical undertaking by GATT’s members 
to give effect to such principles, and an authorization to OTC to require the 
members to report on steps taken by them pursuant to these undertakings. In 
remarkably plain language paragraph 1 of article VII constitutes an obligation 
on the part of each member of GATT, including the United States, to conform 
to the rules stated in article VII and to give them effect. By the State Depart- 
ment’s own admissions as well as the expert analysis of the Tariff Commission, 
giving effect to article VII requires the elimination of the American selling price 
feature from United States law. 

It remains only to consider the so-called “reservation” which, it is claimed, 
would permit the United States to be a member of GATT and still apply its own 
domestic laws which are inconsistent with GATT’s rules. For GATT as executed 
in 1947, this “reservation” is contained in the so-called ‘‘Protocol of Provisional 
Application of the General Agreement on Tariffs and Trade” (copy attached as 
Exhibit A). The “reservation” consists of the statement in the protocol that 
the governments signing the protocol ‘undertake * * * to apply provisionally 
on and after January 1, 1948: 

“(a) Parts I and III of the General Agreement on Tariffs and Trade, and 

“(b) Part II of that Agreement to the fullest extent not inconsistent with 
existing legislation.” 

Article VII of GATT is contained in part II. The words in the protocol ‘‘to 
the fullest extent not inconsistent with existing legislation’? have been consistently 
interpreted to mean those rules of GATT contained in part II which are not in- 
consistent with the domestic legislation of the signatory countries in existence on 
the date the protocol was signed, namely, October 30, 1947. 

For GATT as revised, the “reservation” is contained in a resolution unanimously 
adopted by the contracting parties of GATT of March 7, 1955 (copy attached as 
exhibit B). That resolution acknowledges that contracting parties should use 
their best endeavors to bring their domestic laws in existence on 30 October 1947, 
which are inconsistent with GATT, into conformity with the provisions of the 
General Agreement as soon as practicable. It also sets up an obligation on the 
nations concerned to report annually their programs in bringing their laws into 
conformity with the provisions of the General Agreement. It provides for a 
“transitional period” of 3 years after which the contracting parties will review 
“the progress achieved toward the full application of the General Agreement” 
and make “appropriate recommendations.” All of this comes down to the simple 
proposition that the United States, along with other countries, has agreed to change 
its domestic laws in existence as of October 30, 1947, to conform to GATT, to 
do it as soon as practicable, if possible within 3 years, to report its progress 
regularly to GATT, and to submit to the collective judgment cf GATT’s member 
countries at the end of the 3 years’ period concerning its progress in the full 
application of GATT. 

Apart from the article VII problem, it’s important to realize that neither of 
the “reservations” referred to excuse any nation for not complving with the rules 
of GATT because of inconsistent laws passed by their legislatures subsequent 
to the date they became members of GATT (October 30, 1947, in the case of the 
United States). With respect to article VII and other rules of GATT which are 
inconsistent with United States laws on the statute books as of October 30, 1947, 
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the resolution of March 7 can fairly be said to express unanimous agreement by 
the parties that they should bring their domestic laws into conformity with 
GATT as soon as practicable, to report their Lop saa regularly, and to sub- 
mit to an assessment by the GATT membership at the end of a 3-year period at 
which time ‘‘appropriate recommendations” (probably economic sanctions) can 
be made by the GATT membership with respect to delinquent members. 


Exaursit A 


PROTOCOL OF PROVISIONAL APPLICATION OF THE GENERAL AGREEMENT ON 
TARIFFS AND TRADE 


1. The Governments of the COMMONWEALTH OF AUSTRALIA, the 
KINGDOM OF BELGIUM (in respect of its metropolitan territory), CANADA, 
the FRENCH REPUBLIC (in respect of its metropolitan territory), the GRAN D- 
DUCHY OF LUXEMBURG, the KINGDOM OF THE NETHERLANDS 
(in respect of its metropolitan territorv), the UNITED KINGDOM OF GREAT 
BRITAIN AND NORTHERN IRELAND (in respect of its metropolitan ter- 
ritory), and the UNITED STATES OF AMERICA, undertake, provided that 
this protocol shall have been signed on behalf of all the foregoing Governments 
not later than November 15, 1947, to apply provisionally on and after January 1, 
1948: 

(a) Parts I and III of the General Agreement on Tariffs and Trade, and 
(b) Part II of that Agreement to the fullest extent not inconsistent with 
existing legislation. 

2. The foregoing Governments shall make effective such provisional applica- 
tion of the General Agreement, in respect of any of their territories other than 
their metropolitan territories, on or after January 1, 1948, upon the expiration of 
30 days from the day on which notice of such application is received by the secre- 
tary-general of the United Nations. 

3. Any other government signatory to this Protocol shall make effective such 
provisional application of the General Agreement, on or after January 1, 1948, 
upon the expiration of 30 days from the day of signature of this protocol on behalf 
of such Government. 

4. This protocol shall remain open for signature at the headquarters of the 
United Nations, (a) until November 15, 1947, on behalf of anv government named 
in paragraph 1 of this protocol which has not signed it on this day, and (b) until 
June 30, 1948, on behalf of any other government signatory to the final act adopted 
at the conclusion of the second session of the preparatory committee of the United 
Nations conference on trade and employment which has not signed it on this day. 

5. Any government applying this protocol shall be free to withdraw such 
application, and such withdrawal shall take effect upon the expiration of 60 days 
from the day on which written notice of such withdrawal is received by the 
Secretary-Ceneral of the United Nations. 

6. The original of this Protocol shall be deposited with the Secretary-General 
of the United Nations, who will furnish certified copies thereof to all interested 
Governments. 

In witness whereof the respective Representatives, after having communicated 
their full powers, found to be in good and due form, have signed the protocol. 

Done at Ceneva, in a single copy, in the Fnglish and French languages, both 
texts authentic, this 30th day of October, 1947. 


Exuipir B 


RESOLUTION OF 7 MARCH EXPRESSING THE UNANIMOUS AGREFMENT OF THE CON- 
TRACTING PARTIFS TO THE ATTACH'NG OF A RESERVATION ON ACCEPTANCE 
PURSUANT TO ARTICLE XXVI 


Having regard to the fact that the contracting parties have hitherto applied the 
general agreemert provisionally and have been required under such provisional 
application to apply part II of the general agreement only to the fullest extent not 
inconsistent with existing legislatioa, 

Recognizing the desirability that contracting parties should accept the agree- 
ett under the provisions of article XXVI at as early a date as 

ossible, 
: Noting that it would not be practicable for certain contracting parties to bring 
their domestic legislation into conformity with part II of the general agreement 
immediately upon accepting it under the provisions of article X XVI and accord- 
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ingly that these contracting parties would not be in a position to so accept it unless 
a transitional period is provided for, 

Recognizing the desirability that’ contracting parties should use their best en- 
deavours to bring such legislation into conformity with the provisions of the gen- 
eral agreement as soon as practicable, 

The coutracti: g parties unanimously agree 

(1) That an acceptance pursuant to article ‘XXVI shall be valid even if accom- 
pat ied by a reservation to the effect that part II of the general agreement will be 
applied to the fullest extent not inconsistent with legislation which existed on 
October 30, 1947, or, in the case of a contracting party which since June 30, 1949, 
has acceded to the agreement, the date of the protocol providing for such acces- 


n, 

(2) That any contracting party attaching such a reservation shall submit as 
soon as possible after its acceptance of the general agreement pursuant to article 
XXVI a list of the principal legislative _—— covered by such reservation, 

(3) That the contracting parties shall review annually progress made in bring- 
ing such legislation into conformity with the general agreement, 

(4) That 3 years from the entry into force of the general agreement under ar- 
ticle XXVI the contracting parties shall review the situation then anes with 
respect to such reservations with a view to assessing the progress achieved towards 
the full application of the general agreement by all contracting parties and to make 
appropriate recommendations. 

The CHartrMaNn. Any further questions? 

Mr. Byrnes. Mr. Chairman? 

The Cuarrman. Mr. Byrnes of Wisconsin will inquire. 

Mr. Byrnes. As I understand your testimony, you called our atten- 
tion to four general cases where it is your contention that GATT itself 
is contrary to existing law of this country. 

Are you referring to the revised GATT, the revised proposal, or to 
GATT as it has been in existence? 

Mr. Moopy. GATT as it exists now, and as it is being revised. 

Mr. Byrnes. And those items are (1) the American selling price 
valuation, which is contrary to GATT; (2) the antidumping and 
countervailing duty provision in our country, which differs from that 
contained in GATT; (3) the escape clause provisions which differ 
materially; and (4) the matter of import quotas, particularly its au- 
thorized use in conjunction with the operation of our escape clause 
which would be contrary to the GATT. 

Are those the four basic areas that you point out of not only vari- 
ances, but actually in conflict? 

Mr. Moopy. Yes, sir. There are also other conflicts which are re- 
ferred to in our brief at page 8. The five areas of major importance to 
our members, which include basic changes in our customs valuation 
procedure, in addition to the four areas mentioned, are discussed at 
pages 16 to 35 of our brief. 

Mr. Byrnes. That is all. 

Mr. Curtis. Mr. Chairman, could I inquire? 

The CuarrMan. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Moody, I wanted to be sure on page 10, when you 
made this statement, that there were no further implications. You 
say: 

Nevertheless, the State Department has agreed, in GATT, that the United 
States would not use import quotas. 

You simply are referring to the GATT agreement itself where they 
say there will be no import quotas. There is no other area where they 
have made such an agreement? 

Mr. Moopy. No; not that I am aware. 
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Mr. Curtis. Just a line of questioning which, as I have posed it to 
other witnesses representing industries, can be answered by supplying 
the data for the record. 

I wondered what experience your industry has had with the ma- 
chinery set up through the Committee on Reciprocity Information 
and Trade Agreements Committee whereby you can process your 
points of view such as you have presented them here with a feeling 
that these points of view are passed on to the board of negotiators 
and actually become data that are considered at the time the trade 
agreements are entered into? 

Have you had any experience in that area, or has your industry? 

Mr. Moopy. Our industry has appeared on numerous occasions 
before the CRI. 

Mr. Curtis. Has your industry known what the Committee on 
Reciprocity Information has found, or whether they did make findings, 
and if so, whether the findings and data was then passed on to our 
board of negotiators? 

Mr. Moopy. After our testimony, we heard nothing further until 
some action had either been taken or not taken. 

Mr. Curtis. Did you try to find out from that committee, or the 
Trade Agreements Committee, or the board of negotiators what they 
might have found or recommended? 

Mr. Moopy. I personally, on one occasion, remember asking and 
was told it was not a proper question. 

Mr. Curtis. Yes. We had some testimony by a former member 
of the State Department who had charge of that area where he stated 
that the Committee on Trade Agreements, the personnel of which is 
very similar to this Committee on Reciprocity Information, actually 
did reduce to writing their general views of the economic situation on 
a particular industry and other matters pertaining to it, but he stated 
that was confidential information and would not be available to any- 
one. 

Did you find that to be the case in your field? 

Mr. Moony. I didn’t know about that particular procedure, but 
we were never told of any findings. 

Mr. Curtis. If you have anything bearing on that subject that 
would give any information, I would appreciate having it. 

Mr. Moopy. I am sure we would be delighted to give you a written 
statement as to just what we did and what the results were. 

Mr. Curtis. Mr. Chairman, I had an opportunity of going through 
in some detail this brief prepared by this association which was 
supplied to the committee. 

It is very well prepared and has a lot of information in it. It is 
the kind of information I think this committee should have available 
for the other Members of the Congress, and particularly, I would 
intend to refer to it on the floor in debate, and for that reason, I would 
like unanimous consent that this brief prepared by the Synthetic 
Organic Chemical Manufacturers Association become part of the 
hearings. 

The CuarrMan. Without objection, it is so ordered. 

(The brief referred to follows:) 
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SYNTHETIC ORGANIC CHEMICAL MANUFACTURERS ASSOCIATION 
OF THE UNITED STATES, NEW YORK, N. Y. 


Brier SuBMITTED TO THE COMMITTEE ON Ways AND Means, House or Repre- 
SENTATIVES, ON H. R. 5550, a Birt To Autuorize Unitep Srares Participa- 
TION IN A PROPOSED ORGANIZATION FOR TRADE COOPERATION 


INTRODUCTION 


The 91 manufacturers which comprise this association are, for the most part, 
chiefly concerned with the production of synthetic organic chemicals. 

Nearly all of these companies specialize in the manufacture of fine chemicals 
from coal tar. Some are exclusively concerned with other synthetic organic 
chemicals. All share in common the characteristic that most of their products 
are made by batch processing methods which involve a relatively high amount of 
labor per unit of production. 

Some of the association’s members are large companies. The majority, 
however, are small business concerns (with less than 500 employees) whose produc- 
tion involves contributions important to the supply of the several thousand 
chemical specialties needed in many important areas of our national life. 

For example, some 33 of our companies manufacture coal-tar dyes. This 
historically has been the nucleus of organic chemical manufacture and research 
in the United States. 

Some 26 of our member companies manufacture bulk medicinal chemicals. 
They supply essential materials to the pharmaceutical industry. Their produc- 
tion is indispensable to the ultimate supply to the public of the many formulations 
and medicinal preparations essential to the Nation’s health. 


BASIS OF THIS ASSOCIATION’S INTEREST IN OTC 


As is well known, a positive policy of tariff protection (in the Tariff Acts of 
1922 and 1930) was required to establish synthetic organic chemical manufacture 
in the United States.! 

The absolute necessity of a domestic industry based on coal-tar and other 
synthetic organic chemicals to meet the needs of national defense is the basis for 
that policy.” 

The problem of providing adequate protection on an assured long-term basis 
to these domestic organic chemical manufacturers in the face of determined com- 
petition by the European chemical cartel required special measures.’ 

The formulation of that kind of policy was recognized by the Congress as being 
of such overriding importance to the national security that it imposed an embargo 
on the importation of synthetic organic chemicals to give itself ample opportunity 
for a thorough and patient study of the matter.4 The result was a unique system 
of tariff duties which was made available for the products of this industry. 
Analysis by Congress of the characteristics of foreign competition in organic 
chemicals and the needs of the domestic industry demonstrated that the new 
system alone, of all available methocs short of a permanent embargo, would 
preserve and foster the growth of the domestic industry on a scale commensurate 
with the national interest.5 

This unique system consists of ad valorem rates of duty for coal-tar chemicals 
which are applied to the imported chemicals on the basis of the value of the like 
or competitive domestic article. This value provision is known as the American 
Selling Price.® 

The long-established competitive practices of the European chemical cartel 
also influenced the Congress to provide an Antidumping Act for the benefit of this 
industry,’ among others. Special additional duties provided by that act were 
intended by the Congress to overcome deliberate underpricing of foreign chemicals 
and other imported products in the United States market in a manner which would 


1 See chapter III, Trade, Strength and Security, S. O. C. M. A., New York, 1953, for an exhaustive 
a of the legislative history of the tariff policy for coal-tar ehemicals and other synthetic organic 
chemicals. 

2H. Rep. 248, part 1, 67th Cong., 2d sess. 

3S. Rep. 425, 66th Cong., 2d sess. 

4 Dye and Chemical Control Act, 1921 (title V, Emergency Tariff Act of 1921), 

5 62 Cong. Rec. 12713. 

6 Sec. 402 (g), Tariff Act of 1930, as amended, 19 U. S. C. A. 1402 (g). 

7 Congress had the dumping practices of the European chemical cartel in mind at the time it passed the 
Emergency Tariff Act of 1921, title LI of which constitutes the ‘‘ Antidumping Act, 1921” and title V of which 
comprised the ‘Dye and Chemical Control Act, 1921." See e. g., 8. Rep. 425, 66th Cong., 2d sess. 
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ae the level of protection otherwise provided by rates of duty set forth in the 
tariff act. 

Because of the parallel growth of organic chemical techniques in Europe and 
the United States and the large amount of highly skilled labor necessarily required 
for each unit of production under the batch production methods characteristic 
of the industry here and abroad, this unique tariff policy has continued to be essen- 
~ to progress and stability in the United States synthetic organic chemical 
industry. 

Extensive reductions in the ad valorem rates of duty applying to imports 
competitive with the products of our members have been made under the trade 
agreements program. Of a total of 119 tariff rates applying to organic chemical 
imports, 92 have been reduced—78 by 50 percent or more.” Now 16 rates are 
again under consideration for further reduction at the GATT negotiating session 
now in progress in Geneva. Six of these are very large basket clauses, covering 
many hundreds of organic chemicals. 

The effects of these continued reductions in duty " have been unsettling enough 
on the financial stability of the Association’s members whose product lines have 


8 The Congressional intent in the Antidumping Act, 1921 was described in the following manner by the 
the U. 8. Court of Customs and Patent Appeals in a leading case: 

“A careful reading of the provisions of this act cannot fail to disclose that the object thereof is to authorize 
the Secretary of the Treasury, where dumping of foreign goods in the United States occurs, or i: likely to 
occur, to set into operation machinery bv which said merchandise will pay an equalizing duty, by means 
whereof industry in the United States will not be likely to be injured or be prevented from being established. 
The imposition which is to be made in such cases, which is denominated by the act (section 202 (a)), a 
‘special dumpina duty’ [italics quoted], is an amount equal only to the difference between the purchase price 
or exporter’s sales price, and the foreign-market value or cost of production, of the goods. In other words, it 
is - amount which will equalize values and put the importer and domestic industries upon a basis of 
equality. * * 

“«* * * the expressed purpose of Congress, in the Antidumping Act of 1921, was to impose not a penalty, 
but an amount of duty sufficient to equalize competitive conditions between the exporter and American 
industries affected, in order to carry out the manifest intent of this act, which was to provide revenue, to 
regulate commerce, and to prevent dumping and the consequent destruction of domestic industries. * * * 

“The Congress, at various times, and more especially so in recent years, has found it necessary to enact 
certain measures to regulate international trade and commerce, and to protect the industries of the country. 
TheAntidumping Act of 1921 is an example of such legislation.” C.J. Tower & Sons v. United States, 21 
C.C. P. A. 417, 424, 425, 426, 427 (1934). 

* Mata published by the National Industrial Conference Board in 1954 indicate that, giving effect to 
efficiency or productivity per worker, the cost of a unit of German labor production in chemicals is approxi- 
matelv one-fifth that of a unit of American labor production. Onlv where the American production is ‘very 
much larger” than the German does this vary, and even then the labor cost of production of chemicals in 
Germany is only 35 to 40 percent of the enst of labor for corresponding American production. Chemical 

lant construction costs in Cermany are onlv holf those in the United States. Convertibility and Foreign 

rade, National Industrial Conference Board (1954), pp. 157-159. 

1° 1¢ would avpear that reductions in duty made in 1955 on 3 classifications of organic chemicals are of 
doubtful levality. They were granted to Switzerland as “compensation” for the increase in the U. S. tariff 
on jeweled watch movements, according to State Denartment Press Release No. 333 dated June 9, 1955. 
The sunnlementary acreement between the United States and Switzerland providing for these and other 
reductions in United States duties refers to a recoenition bv the two countries of ‘‘the desirability of main- 
taining the general level of recinroca] and mutuallv advantateous cone>ssions” in the oritinal Swiss trade 
agreement. Such a use of the trade agreement authority annears contrary to the congressional mandate 
which requires the President to find as a fact that existing United States duties are unduly burdening or 
restricting the foreien trade of the United States before any reductions can be made. It annears also to be 
contrary to the policy exmressed in sec. 6 of the Trade Asreements Extension Act of 1951. For a fuller 
statement of reasons whv the reductions in dutv mede in 1955 t> “compensate” Switzerland are of doubtful 
legality, see Hearings, Trade Agreements Extension, Senate Finance Committee, 84th Cong., Ist sess., 

rt 1, pp. 450-452. This is of interest in a emsideration of OTC because it is an examnle of the State 
Renerbnent interpreting language expressive of an agreement ‘‘to consult” into an inflexible oblivation on 
the part of the United States to take the “‘comnensatory” action the consulting nation requests, This 
offers some basis for the fear that the State Denartment would construe the “‘consultative” provisions of 
OTC as an oblivation to act along the lines the consulted nation demands. 

11 The great malority of these reductions were made under GATT in 1947, 1949, and 1951. United States 
imports of synthetic organic chemicals in the neriod 1947-54, as reported for the association in special studies 
prepared by Government agencies, are as follows: 


1948 1949 


$796, 005 
2, 757, 652 


2. 942, 611 

-| 3,030, 3, 262, 024 

Plastics and resins. ........... 4 320, 807 
Rubher-processing chemicals 302 
Elastomers 6, 434, 736 
BIT <x disncineicidaliesscipiiiialicitinlvassmineatesnttatidih nied 54, 436 28, 752 
Surface-active agents 226, 075 
Pesticides and other organic agricultural chemi- nine 


1, 503, 562 
18, 289, 890 | 18,012, 534 
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been most directly affected by these reductions. The profits of our members 
particularly those who fall in the small business category, who produce dyes and 
medicinals, for example, have been brought below the average for all manu- 
facturing industry in the United States under the price effects of increased im- 
ports of the articles affected by these tariff reductions." 

Now changes of an even more fundamental nature than rate reduction are 
posed by possible United States membership in OTC. In brief, the most im- 
portant of these changes would consist of: 

1. The elimination of the American selling price value basis for coal-tar ~ 
chemicals—the foundation of the industry’s existence; 

2. Changes in the fundamental rules of United States customs valuation, 
which would reduce the effective level of duties on most of the noncoal-tar 
organic chemicals made by our members; 

3. Sharp curtailment of the escape clause remedy for adjustments to overcome 
import injury caused by trade agreement concessions; 

4. Outlawing the use of import quotas, the most effective method of correcting 
serious injury to a domestic industry from trade agreement tariff reductions; 

5. Weakening of the Antidumping law and the countervailing duties section 
of ee Act by restricting their use until a domestic industry is materially 
injured, 

Because of the serious consequences to the association’s members which would 
follow if these changes were made effective by, and as a result of, United States 
participation in OTC as presently constituted, the association is compelled to 
speak out in opposition to H. R. 5550. 


1951 1952 1953 


$2, 572, 7€9 | $2, 561, 560 | $8, 850, N59 
6, 969, 944 5, 774, 616 5, 963, 403 
11, 891 5, 202 267, 266 
SN astm ntertceeemineeee mane 3, 889,342 | 9,998,450 | 10,619, 214 
Flavor and perfume materials 8,113,836 | 4,207,114 | 2,922,080 
Plastics and resins 1, 959,369 | 1,244,618 | 2,945, 708 
Rubber-processing chemicals 451 234, 805 207, 865 . 
Elastomers 5, 702, 742 | 11,350, 142 7, 494, 133 9, 897, 
PT a oan oer eect nine eaineneeaee 170, 139 93, 754 152, 396 46, 854 
I le 462, 760 245, 097 519, 872 506, 383 
Pesticides and other organic agricultural chem- 
129, 710 55, 237 90. 605 348, 963 


8, 999, 382 | 8,747,792 | 10,568,095 | 17,333, 469 


| 38, 982, 327 | 44, 518, 387 | 50, 600,696 | 62, 410, 960 


Comparable data for 1955 are not presently available. It would appear from data which are available for 
the following major statistical groups of chemicals, which include most of the categories listed above as well 
as others, that a further increase in imports occurred in 1955: 


United States imports of selected groups of chemicals 


Coal-tar 
chemicals 


(excluding 
duty-free 
crudes) 


$3, 022, 969 
4, 772, 009 
3, 858, 888 
7, 818, 583 

10, 671, 419 

11, 242, 216 

18, 569, 698 

18, 405, 630 

20, 833, 107 





Industrial 
chemicals 


$40, 539, 951 
22, 623, 249 
18, 258, 843 
52, 752, 095 

120, 045, 111 
63, 924, 005 
74, 499, 916 
58, 336, 550 
77, 303, 696 


13 The confidential data submitted by member companies of the association in the Tariff Commission’s 
peril point investigation with respect to proposed reductions in duty on dyes in 1955 and on medicinals in 
1956 tended to indicate that a major effect of the increased imports in dyes and selected categories of medic- 
inals was a progressive reduction in the domestic price level for those articles. This quickly forced com- 
peting domestic producers into the position where profits were submarginal or nonexistent, 
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UNITED STATES PARTICIPATION IN OTC WOULD RESULT IN CHANGES IN UNITED 
STATES LAWS PROTECTING THE ORGANIC CHEMICAL INDUSTRY 


The Congress should understand that OTC is not a powerless organization 
unable to affect United States freedom to control its own foreign commerce. 
To the contrary, as now drawn, OTC would be an international assembly pre- 
siding with the force of moral compulsion based on solemn agreement over the 
international trade policy of its member states, all of whom would necessarily 
by the act of membership cede a portion of their sovereign power over such policy 
to the Organization. 

How can this be so? 

First, each of the members of OTC would previously have accepted by signa- 
ture of GATT a comprehensive set of substantive rules which it agrees shall 
go- ern its foreign commerce.!3 

Second, OTC would “‘administer’’* those rules with the power (i) to hear com- 
plaints brought by any member against another for nonconformance with those 
rules,5 (ii) to require the accused member to consult with it regarding such 
complaint,'® (iii) to make decisions or rulings regarding such complaints,” and 
(iv) to authorize sanctions against the accused member state if it did not comply 
with the ruling or decision of OTC on the complaint.'8 


18 Under Article 2 of the Agreement on OTC, the members of that Organization “‘shall be the contracting 
pirties to the General Agreement.” According to the preamble of GATT, its members, desirous of con- 
tributing to its objectives by entering into arrangements directed to the reduction of tariffs and other bar- 
riers to trade ‘‘agreed as follows,’”’ and there is then set forth in three parts the present 35 articles which 
comprise a comprehensive set of rules for the conduct of international trade. By the Protocol of Provi- 
sional Application of GATT, the United States and five other nations agreed on October 30, 1947, to apply 
GATT, parts [ and III without reservation, and part IL (which contains most of the substantive rules) 
to the fullest extent not inconsistent with (then) existing legislation. By the Annecy Protocol, 23 nations 
who had by that time signed the Provisional Protocol and 10 other nations agreed on October 10, 1949, 
that the 10 as “acceding governments” shall apply GATT, parts [ and LI without reservation, and part Il 
to the fullest extent not inconsistent with their then existing legislation. By the Torquay Protocol, the 
nations which were then contracting parties agreed on April 21, 1951, with seven other or “acceding”’ nations 
that the latter would apply GATT, parts I and III without reservation, and part II to the fullest extent 
not inconsistent with their then existing legislation. When GATT was revised at the ninth session of 
the contracting parties, its members unanimously adopted a resolution on March 7, 1955, which referred 
to the provisional application of the agreement, recognized that GAT'T’s definitive (i. e., without reserva- 
tions) acceptance ‘‘at as early a date as possible” was desirable, noted that some members could not bring 
their domestic legislation into conformity with GATT “immediately” without a “transitional period,’” 
and therefore agreed that definitive acceptance would be permitted accompanied by a reservation that 
part Il of GATT be applied to the fullest extent not inconsistent with legislation existing as of October 30, 
1947 (as far as the United States and some members are concerned) or June 30, 1949 (for certain other nations). 

But countries using such a reservation are required by the resolution to submit a list of their laws incon- 
sistent with GATT, and the contracting parties are to review annually the “progress made in bringing such 
legislation into conformity with the General Agreement.” Three years after GATT becomes definitively 
effective, the contracting parties are to “‘review the situation then prevailing with respect to such reserva- 
tions with a view to assessing the progress achieved towards the full application of the General Agreement by 
all contracting parties and to make appropriate recommendations.” By these various actions the members 
of GATT have agreed that its provisions constitute the rules for the conduct of international trade, and that 
they each will follow those rules to the fullest extent possible. Each nation has also in effect undertaken to 
bring its domestic laws ine»nsistent with those rules into conformity with them “as soon as practicable,” 
to report its progress annually, and at the end of three years to submit itself toan assessment of progress made 
to this end, with power in the contracting parties thereupon “to make appropriate recommendations.” 

4 Article 3 (a) of the agreement on OTC states that the Organization ‘‘shal]l administer the General 
Agreement” and generally “facilitate” its operation. 

4 Articls 120f the agreement on OTC says the Organization shall ‘‘give effect’’ to the provisions of GATT 
calling for action by the Organization. This, the article states, includes the ‘‘taking of decisions’ and 
“sponsorship of * * * consultations.’’ Article 14 says that if a member refers to it a “‘claim that a 
benefit * * * under the general agreement is being nullified or impaired, or that the attainment of 
any objective of that agreement is being impeded,’’ OTC shall investigate, consult, recommend, or make a 
ruling, as appropriate. Proposed article XXII of GATT says that OTC may at the request of any con- 
tracting party consult with any party about a matter which the parties themselves haven’t been able to 
iron out between thems*lves. Proposed article X XIII of GATT is to the same effect. The one pertains 
to disputes between parties over the operation of the agreement, while the other refers to nullification or 
impairment by one party of benefits —— to the other, or impairment of any objective of the GATT. 
In either ease, the articles provide for referral of unresolved disputes to OTC. These provisions certainly 
connote that OTC is to hear complaints brought by one member against another. 

#® As explained in note 15 above, the members of OTC agree in article 14 (a) that OTC may consult with 
any contracting party to GATT eoncerning a complaint made by another. Proposed article XXII of 
GATT is to the same effect: ‘The Organization may, at the request of a contracting party, consult with any 
contracting party or parties in respect of any matter for which it has not been possible to find a satisfactory 
solution through consultation [between the parties].’’ 

1 Article 12 of the agreement on OTC specifically empowers OTC for ‘‘the taking of decisions * * * 
in any case in which such action is required or appropriate to carry out the purposes of the general agree- 
ment.’’ Article 14 provides that in connection with a claim of nullification or impairment of benefits occur- 
ring to a contracting party of GATT or any objective of GATT, OTC may either make appropriate recom- 
mendations to the nation concerned, “or give a ruling on the matter.” 

1% Under article 14 (b) of the agreement on OTC, the Organization may authorize one or more contracting 
parties “to suspend the application to any other contracting party or parties of such concessions or other 
obligations under the general agreement as it determines to be appropriate in the circumstances.”” Even 
thoug’ the “guilty’’ nation is then free to withdraw from GATT on 60 days’ notice, the price involved is 
loss of all the concessions it has secured under GATT, including most favored nation treatment from all 
GATT’s members. The sanction imposed by OTC for infraction of GATT’s rules is mathematically cer- 
tain to be less of a penalty in any case. 
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Third, the rules now stated in GATT can be changed by a two-thirds majority 
vote of its members," with the United States receiving only one vote,”® so as to 
impose new obligations on the members of GATT and OTC.”! 

Fourth, the United States is now technically in violation of its obligations under 
GATT in respect to laws passed by the Congress since October 1947 which are 
contrary to or which conflict with GATT’s rules.”? 

Fifth, once the United States enters OTC, any other member may complain 
of the failure of the United States to live up to its obligations under GATT by 
changing its laws, passed since October 1947, which are inconsistent with or 
contrary to GATT’s rues.” ‘These include the escape clause provisions of the 


Trade Agreements Extension Act of 1951, as amended by the Trade Agreements 
Extension Act of 1955. 


Sixth, once GATT, as revised at the ninth session of the contracting parties, 
becomes definitely effective, the United States would be obliged to bring its laws 
in existence as of October 1947 which are in conflict with or inconsistent with 
GATT’s rules, into harmony with them as soon as practicable.* 

Se enth, among the United States laws which are inconsistent with GATT’s 
rules and which, hence, must be changed accordingly were the United States to 


becoe a member of OTC, are the following, each of importance to the members 
of this Association: 


1. American selling price value provision for coal-tar chemicals ;** 
2. Existing customs valuation provisions of the Tariff Act;?? 


18 Under article XXX of GATT, amendments must first be approved by OTC by a two-thirds majority 
of votes cast (recall that the members of OTC are also members of GATT), then by two-thirds of the con- 
tracting parties (except for amendments to part I of GATT which must be accepted by all of GATT’s 
members). This means that amendments to part II of GATT containing the important substantive rules, 
omen - perenne the so-called procedural rules can be made by two-thirds of the membership of 

®” Article XXV of GATT presently specifies that each contracting party is entitled to one vote. Pro- 
posed article X XV has no similar provision; however, article 8 of the agreement on OTC specifies that 
each member of the Organization shall be entitled to have one vote at meetings of the Assembly, and in 
Executive Committee, unless required by the rules of procedure to abstain when a party to a dispute. 

21 While article 3 (d) of the azreement on OTC states that the Organization will have no authority to 
amend GATT, and that no action of OTC “shall have the effect of imposing on a member any new obliza- 
tion which the member has not specifically agreed to undertake,’’ article XXX of GATT, as explained 
under note 19 above, provides for the amendment by the contracting parties of GATT itself. Since OTC 
would exist principally for the purpose of administering GA TT, and since GATT can be amended any time 
two thirds of the members thereof please, the reservation in the agreement on OTC itself to the effect that 
it cannot be changed so as to impose new obligations on its members is meaningless. 

2 The so-called ‘‘reservation’’ contained in both the Protocol of Provisional Apvlication of GATT and 
the resolution of 7 March 1955 (see note 13 above) excuses noncompliance by the United States with GATT’s 
provisions only insofar as they are inconsistent with legislation in existence on October 30, 1947. The very 
clear implization to be drawn from both documents is that there is no waiver of United States obligations 
under GATT on the basis of inco \sistent domestic laws passed since October 30, 1947. 

23 Since the United States is obliged now to adhere to GATT’s rules rather than any law to the contrary 
passed since October 30, 1947 (see ncte 22 above), any member could, under Article 14 of OTC and Article 
XXIII of GATT, claim either that the benefit accruing to it under a particular GATT rule, or under an 
objective of GATT, is being impaired or nullified by United States failure to follow the GATT rule which 
conflicts with its domestic law. The Organization would be required to hear the complaint, rule on it, 
and it could under article 14 impose sanctions against the United States. 

% The GATT escape clause corresponds generally to that previously in effect in the United States under 
Executive Order No. 9832 issued February 25, 1947. But the Trade Agreements Extension Act of 1951 
changed the execape clause (sec. 7, Public Law 50, 82d Cong.), and the Trade Agreements Extension Act of 
1955 (sec. 6, Public Law 864, 84th Cong.) changed it still further. These changes make the United States 
escape clause inconsistent in certain particulars with that in GATT. Yet the State Department has com- 
mitted the United States, in so far as it is able by an executive agreement, not to comply with the manifest 
will of Congress expressed in the 1951 and 1955 legislation. Presumably the President will be importuned 
by the State Department in exercising his diseretion under the escape clause procedure not to grant tariff 
relief to an injured domestic industry unless the facts satisfy the more difficult conditions specified in the 
GATT escape clause. The will >f Congress can be made meaningless because of the prior commitment the 
the executive department made in GATT, and the role which OTC would play in enforcing the GATT 
clause to the exclusion of the more liberal remedy provided in United States law. 

% The resolution of March 7, 1955, adopted unanimously by all members of GATT, acknowledges that 
contracting parties should use their best endeaovrs to bring their domestic laws in existence on 30 October 
1947, which are inconsistent wlth GATT, into conformity with the provisions of the General Agreement 
&S soon as practicable. It also sets up an obligation on the nations concerned to report annually their prog- 
ress in bringing their laws into conformity with the provisions of the General Agreement. It provides for 
a “transitional period’’ of 3 years after which the contracting ties will review “the progress achieved to- 
ward the full application of the General Agreement” and make “appropriation recommendations.”” Al} 
of this comes down to the simple proposition that the United States, along with other countries, has agreed 
to change its domestic laws in existance as of October 30, 1947 (it had already agreed 
not to respect its own laws passed subsequent to that date which are inconsistent with GATT—see note 
24) to eonform to GATT, to do it as soon as practicable, if possible within 3 years, to report its progress 
regularly to GATT, and to submit to the collective judgment of GATT’s member countries at the end of 
the 3 years’ period concerning its progress in the full application of GATT. 

% See. 402 (g) as made applicable to coal-tar chemicals by par. 27 (c) and par. 28 (c) of the Tariff Act of 
1930. Article VII of GATT would prohibit the use of this value provision. 

2 Sec. 402 (c) [foreign value], and certain principles of U. S. law applied in the use of sec. 402 (e) [United 
States value], and sec. 402 (f) [Cost of production], would be prohibited for use by Article VII of GATT. 
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. Antidumping law;*8 

. Countervailing duty law;?* 

. The escape clause in United States trade agreements legislation ;*® 
. Right to use import quotas;*! 

. Right to use internal taxes on imports;* 


. Right to use mixing regulations which specify use of domestically produced 
raw materials ;* 


9. Right to correct customs classifications by judicial process without compen- 
sation to foreign countries.* 


CONGRESSIONAL APPROVAL OF UNITED STATES PARTICIPATION IN OTC WOULD 
RATIFY THE UNAUTHORIZED ADHERENCE OF THE UNITED STATES BY EXECUTIVE 
ACTION TO CERTAIN PROVISIONS OF GATT 


The State Department has taken a variety of positions with regard to the 
authority of the President of the United States to commit the United States to 
GATT. 


In 1947 this took the form of an admission that there were provisiors in the 
draft of GATT which would be outside the scope of the President’s authority 


% Sec. 291 (a) of the Antidumoping Act, 1921, authorizes a finding of dumning (a prerequisite to annlica- 
tion of antidumping duties) whenever the Secretary of the Treasury “finds that an industrv in the United 
States is being or is likely to be Injured, or is prevented from being established” as a result of the sale in the 
United States of imnorted merchandise at less than its fair value. Article VI of GATT differs materially 
from this. It would limit findings of dumping to situations where it is determined that imvorted products 
“are introduced into the commerce” of a country (the United States, for example) at less than the “normal 
value” and the effect “is such as t> cause or threaten material injury to an established domestic industry, 
or is such as to retard materiallv the establishment of a domestic industrv.”” There are other differences 
including provision in the GATT article for the use of antidumping duties by one country to prevent 
injury to the industries of a third country. For present purposes the major differences afe*tine United 
States industries are the change from “fair” to “normal” value as the test of dumping, and from “injury” 
or the likelihood of injurv to “material injurv” to an established industry and “‘to retard materially” the 
establishment of an industrv, as the prerequisite ty use of antidumping duties. 

2® See. 303 of the Tariff Act requires that imported merchandise which has received any bounty or grant 
in the exporting countrv shall nay an additional, “cvuntervailing,” duty equal to the net amonnt of the 
bounty or grant. Article VI of GATT would limit the use of countervailing duties to those instances in 
which the effect of the bountv “is such as to cause or threaten material injury to an established domestic 
industry, or is such as to retard materially the establishment of a domestic industrv.” There is no such 
limitation in the United States law. Article VI also prohibits the application of both antidumning and 
countervailing duties to the same importation. There is no limitation of this sort in United States law. 

% As noted briefly in note 24 above, the escane clause prescribed for use in United States trade avreements 
by the Trade Agreements Extension Act of 1951, as amended by the Trade Agreements Extension Act of 
1955, differs materiallv from that specified in Article XTX of GATT. These differences are discussed in 
some detail at paves 30-33 of this brief. 

31 Import quotas are one of the means snecified by Congress in sec. 7 (a) and (c) of the Trade Agreements 
Extension Act of 1951 for the correction of import injury caused domestic industries under trade acreement 
coneessions. Article XI of GATT nrohibits the use of import quotas subject to certain excentions not 
material to chemicals or other manufactured articles imported into the United States. The GATT escape 
clause, article XIX, does not include import quotas as one of the permissible actions to relieve serious 
injury cansed domestic industries. 

32 See. 4511 of the Internal Revenue Code of 1954 imposes a processing tax on certain oils and fatty acids or 
salts of those oils. Article ITT of GATT (proposed article IV) prohibits the use of such a tax. The freedom 
to use an internal tax on the processing of imported material is of some importance to the Coneress in regulat- 
ing foreien commerce because it permits the importation of foreign products for certain selective consumption 
uses which would not harm domestic industries, but imposes a tax whenever the imnorted material is 
processed to a form which might harm a domestic industry producing a like or substitutable product. Thus 
the purmse of sec. 4511 is to protect the domestic dairy industry. Loose-Wiles Riscuit Co. v. Rasquin, 20 F. 
Supn. 805 (D. C. E. D. N. Y., 1937), affirmed 95 F. 2d 438, cert. den. 305 U. S. 611. 

83 The use of mixin’ regulations was one of the means selected by the Congress to assist in the establishment 
of a domestic svnthetic rubber industry. Sec. 3, Rubber Act of 1948; Executive Order 9942, April 1, 1948; 
15 C. F. R. § 338.71-.79. Articles ITI and IV of GATT (Pronosed article IV) prohibit the use of mixing 
regulations which require that any specified portion of any product must be supplied from domestic sources. 
Sec. 338.72 of the reculations issued under the Rubber Act of 1948 is inconsistent with that rule. Through 
the security excention in Article X XI of GATT permits such a deviation so long as the Rubber Act of 1948 
with its national security purvose is in effect (see Acts of August 7, 1953, 67 Stat. 415; March 31, 1955, 69 
Stat. 16; and August 9, 1955, 69 Stat. 629, 50 U. S.C. A. Ann. § 1938 and notes, and see esnecially See. 7 (h) 
of the Act of Aucust 7, 1953, 67 Stat. 409), the synthetic rubber mixing reculations illustrate the desirability 
of Convress’ retaining the riz bt to use such reculations in anpronriate circumstances in the future to assist 
that industry to remain strong or to assist again in the establishment of some other domestic inductry. 

% Sec. 315 of the Tariff Act of 1930, as amended, states that the rate of duty imposed by law on 
any imported article entered for consumption shall be that in effect when the entry documents and estimated 
duties have been deposited with the anprovriate customs officer. The customs regulations of the Secretary 
of the Treasurv provide (19 C. F. R. § 16.10 (d)) that the princinles established in decisions of the Customs 
Courts, favorable to the Government (i. e., providing for a hicher duty), shall be applied to identical mer- 
chandise right away, or to similar merchandise whose classification is affected by the princinle announced by 
the court in 30 days. The effect of this law and the regulations is that court decisions affecting the classi- 
fication of imported merchandise take effect promptly without the necessity for any other action 
with reference to nations whose exports to the United States are affected. Article II of GATT (Proposed 
article IIT) states that if an article which was subject to an concession granted under GATT can no longer 
be given that treatment because of a court decision changing the classification of the article, the member 
concerned is required to negotiate with the complaining contracting party and any other contracting parties 
“substantially interested’ with a view to compensatory adjustments. 
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under the Trade Agreements Act.* These provisions, it was acknowledged 
would have to be brought to the Congress for approval, though an occasiona 
attempt was made to suggest sui generis power in the President as Chief Executive 
to commit the United States internationally to such provisions.*” 

The provisions of GATT as it was entered into in 1947 by the United States 
and other countries did not, however, differ materially from those contained in 
the draft which the State Department representatives admitted were, at least in 
part, in excess of the Presidential authority.* 

The provisions in GATT, for which the President was then believed to have 
authority, were described as of the type customarily included in this country’s 
bilateral trade agreements to protect the value of the concessions received by 
the United States from the other parties to the agreements.** 

When public notice was given by the President’s designated agency (the Com- 
mittee for Reprocity Information), soliciting the views of interested parties on 


35 In hearings conducted in 1947 by the Senate Finance Committee, regarding the proposed International 
Trade Organization, Senator Millikin, then chairman of the committec, inquired repeatedly of State Depart- 
ment witnesses, what legal authority existed for the President to sign the then proposed Gereral Agreement 
on Tariffs and Trade. Mr. Charles Fahy, legal adviser of the State Department, appeared spec'ally for the 
State Department to answer those inquiries. He rather carefully skirted the question in his colloquy with 
the members of the committee, but he did make the following admissions (hearings, p. 175): : 

“Those provisions (referring to the draft of GATT) will need very careful going over by the United States 
before it is willing to accede to them under existing authority in the Trade Agreement Act. They have to be 
reviewed under the light c f sound judgment as to what is permissible without further authorization of Congress. 

* * >. 


“T can say this much now, Senator, that in the form in which it has been proposed, including, by reference, 
bodily, so many provisions of the proposed charter of the more permanent organization, it will not be ap- 
proved—not in the form in which it now is. 

“Certain reservations were specifically made when it was originally drafted as a working paper. It is still 
a working paper. We have analyzed the provisions in terms of existing laws of the United States. J will be 
glad to leave with the the committe a memorandum. 

“Some cf them certainly, I think, are not presently authorized by the laws of the United States. * * *” 
[Emnhasis added. 

“The memorandum on GATT, submitted to the Senate Finance Committee by the State Denartment, 
appears in pt. 2 of the printed hearings, pp. 1380 to 1384. After a brief description of the articles of GATT, in 
which the valuation provision (then art. V, now art. VII) was not referred to at all, a note appears, which 
begins with the following statement: “Certain of the provisions described ab»ve would, in their present form, 
appear to be inconsistent with existing laws of the United States.’’ After discussing a few of the inconsist- 
encies, the note concludes as follows: 

“There may be other conflicts or possible inconsistencies between the provisions of the agreement as it is 
presently drafted and existing laws of the United States. Among the procedures which might be followed 
to resolve these inconsistencies would be the modification of the text to eliminate the particular language 
which is inconsistent with our legislation, or the insertion by the United States of an express exception or 
reservation relative to the particular items invelved. Whatever method of dealing with these matters may he 
wer is no intention cf obligating the United States beyond the power cf the Executive authority.’’ {Emphasis 
added. 

% Clair Wilcox, Director of the Office of International Trade Policv, Department of State in 1947, and 
one of the principal architects of GATT, testified before the Senate Finance Committee in the 1947 hear- 
ings. When he was asked by chairman Millikin about the authority for United States entry into GATT, he 
replied (p. 75, hearings, pt. 1): 

“Well, Senator, the executive branch of the Government would not, at Geneva, enter into any arrange- 
ment which was beyond its authority, including that provided for by the Reciprocal Agreements Act. Any 
part oj this program that would go beyond that authority would be rejerred to Congress.”’ [Emphasis added.]} 

37 During Mr. Fahy’s testimony before the Senate Finance Committee in 1947 he stated (p. 175, hearings, 

c, Be 
. “| must say, however, that I am sure the Senator will recognize, the President himself has powers in this 
field which are distinct from acts of Congress. * * * ” 

He later appeared to withdraw this claim of sui generis authority for the President, stating of GATT 
(p. 176, hearings, pt. 1): 

“Tt is now being negotiated under the President’s powers to negotiate, principally the powers which 
Congress has given to the President in the Trade Agreements Act. That is, the obligitions should not exceed 
— prwers. That is what it is. You want to know the position on particular provisions.” [Emphasis 
added. 

% The draft text of GATT referred to by Mr. Fahy appears in pt. 2 of the hearings at pp. 1385-1402. 
Though the text was subsequently revised sovrewhat, the revisions were either in the form of mere lan- 
guage changes or the addition of new substantive provisions which left unimpaired the substantive rules 
stated in the draft referred to by Mr. Fahy and the State Department memorandum. This is particularly 
true of the rules which appexred in the draft, and which were retained in GATT as finalized, which are 
detrimental to the members of this association and inconsistent with United States laws (i. e., those 
dealing with customs valuation, antidumping, countervailing duty, escape clause, internal taxes on im- 
ports, mixing regulations, and quotas). Consequentlv the State Departrrent did not live up to its promise 
to Congress that the United States would not be obligated to such provisions. 

® Clair Wilenx, Director, Office of International Trade, State Department, in his testimony to the Senate 
Finance on in 1947, had the following exchange with Chairman Millikin concerning GATT (p. 71, 
hearings, pt. 1): 

“The CHAIRMAN. My petat is, what is your legal authority for entering into an agreement of that kind 
without bringing it to the Congress first. 

“Mr. Wricox, Well, this would be a trade agreement and the only text of the charter that would be included 
in it would be the type of material that always is included in trade agreements, which is necessary to protect the 
tariff concessions * * *.” [Emphasis added.) 

A similar exchange took place a few moments later. Mr. Wilcox had described the GATT as incorporat- 
ing the commercial policy chapter of the [TO Charter, which he also described as the heart of the charter. 
He had also acknowledged that the ITO Charter itself would have to be brought before Congress for ap- 
proval. Chairman Millikin asked Mr. Wilcox if he were not “‘doing provisionally, without the consent of 
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the articles proposed for trade agreement negotiation, at the 1947 meeting in 
Geneva, at which GATT was to be established, no reference was made to the 
possibility or intention that unprecedented substantive rules, of the type for 
which authority was admittedly lacking, would be included in the agreement. 
Rather, the notice said: ‘‘Views concerning general provisions of a nature cus- 
marily included in trade agreements may also be presented.’’ 4° 

The Tariff Commission in its analysis of the substantive provisions-of GATT, 
as it was executed in 1947, identified the following pro-isions, among others, as 
the type which had never before been incorporated in bilateral trade agreements 
of the United States: * 

1. A commitment against the use of taxes on imported articles which are 
directly competitive or substitutable for domestic articles not taxed; * 

2. Prohibition against the use of protective internal requirements such as mixing 
regulations (recall those pertaining to synthetic rubber a few years ago); * 

3. Limitation of antidumping duties to cases of material injury, and the 
limitation of countervailing duties to cases of injury; “ 


Congress, in substance, the same thing that [he] admitted must have the consent of Congress’’ (p. 73). 
The Chairman emphasized the importance of clearing up the question, stating: 

“The CHAIRMAN. Because, if the Congress feels it should have the main charter come back to it as a 
treaty for the approval of both Houses, surely it would not abandon the right to have something which 
does the same thing come back to it. 

“Mr. Wricox. Well, suppose, Senator, that we were to enter into a series of bilateral reciprocal trade 
agreements each of which contained provisions limiting the freedom of the other contracting parties. ‘Those 
in effect prevent evasion of the tariff concessions that they have made to us, by using other types of restric- 
tive devices. Would this question apply? 

“The CHAIRMAN. Well, you are arguing that by evasion you could keep this subject from coming back 
two Congress. I do not care to front that kind of argument, and I should not think you would. 

“Mr. Witcox. We made no such suggestion. We have 28 reciprocal trade arrangements [sic] and all of 
them, in general, contain provisions which are designed to prevent an escape from @ commitment with 
respect to one type of trade practice by resorting to another type of trade practice. 

“The CHAIRMAN. I think the answer to your question, in general terms, is that when you make a trade 
agreement under Reciprocal Trades Act, you make it in accordance with what you conceive to be legal 
authority you have under the act. 

“Mr. Wiicox. Yes, sir. 

“The CHAIRMAN. But I challenge you to produce to the committee legal authority to enter into this 
provisional world organi*ation with the power which you have described without the consent of Congress. 
That is the whole point.” 

#9 Publ.c Notice, Committee for Reciprocity Information, Washington, D. C., Nov. 9, 1946. 

41 United States Tariff Commission, Report No. 160, Second Series, Operation of the Trade Agreements 
Program, Pt. II (1949), pp. 42 and following. 


In its compan ives of the General Provisions of GATT, in the form in which that agreement was entered 


into on October 30, 1947, by the United States and other countries, with those of earlier United States trade 
agreements, the Tariff Commission epitomized GAT'T’s provisions as follows (p. 43): 

“The general provisions of the multilateral agreement negotiated at Geneva are mvch more ortensine than 
the corresponding provisions which appear in any cther trade agreement which the United States has signe1. 
* * * Some general provisions ef the Geneva agreement deal with matters not dealt with in any pre-eneva 
agreement. Since the objectives sought by the Ceneva agreement closely parallel those sought in the proposed 
charter jor an International Trade Organizition, most of the general provisions are identical with, or similar 
to, corresponding provisions of the proposed ITO Charter.” [Emphasis added.] 

Part Il of GATT contains the sutstantive rules, including those to which our association objects. Of pt. 
II the Tariff Commission said in its 1949 report (p. 45): 

“Part IL deals with a wide range of matters of international trade policy * * *. To carry out many 
of these provisions would require changes in existing United States laws * * *. Accordingly, the Geneva 
agreement cannot become fully effective unless and until enabling legislation is enacted.” 

42 This commitment is contained in article VI of GATT (proposed article IV). Of it the Tariff Commis- 
sion stated (p. 45): 

“ The provisions for national treatment with respect to taxation are broader than similar provisions +f pre-Geneva 
agreements in that they include a commitment against the use of taxes not only on imported articles which 
are ‘l.ke’ domestic articles but also on those which are not ‘like’ domestic articles but which are ‘directly 
competitive’ with or ‘substitutable’ for domestic products which are not similarly taxed.” [Emphasis 
added.] 

43 This prohibition is also contained in article III of GATT (proposed article IV). Concerning it the Com- 
mission stated (p. 45): 

“Article II[ prohibits the use of protective internal requirements such as mixing regulations, i. e., regu- 
lations which require the admixture of at least a certain percentage of domestic materials with imported 
materials. This prohibition also is new. The pre-Geneva agreements contain a prohibition of the use of 
quantitative restrictions on the s*le of imported products on which svecified tariff concessions were made 
(scheduled products). The prohibition in the Geneva agreement of mixing and similar reculations not only 
is much broader respecting the devices which it restricts hut also applies to all products, whether or not tariff con- 
cessions have been made on them.”’ [@2mphasis added.] 

44 See note 28 above for a description of the differences between the United States antidumping law and 
article VI of GATT; refer to note 29 above for differences between the United States countervailing-duty 
provision and article VI of GATT. The Tariff Commission said of GATT’s article VI (0, 46): 

“This article has no counterpart in pre-Geneva agreements and could not be completely put into effect 
without a change in the United States law relating te countervailing duties. Present law provides for the 
assessment of such duties without any requirement of finding of injury to domestic industries.” 
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4. The requirement that customs valuation be on the basis of actual value 
(which hits at several be value provisions of the Tariff Act), and forbidding 
the use of value of articles of national origin (American selling price) ; “ 

5. A prohibition against marking requirements which increase the cost of 
imported goods, or reduce their value; * 

6. The prohibition against the use of import quotas (which applies to all im- 
ports, not just the products covered by GATT reductions in duty).” 

7. A commitment to notify other contracting parties if subsidies are used to 
reduce imports, and to discuss their limitation.** 

In 1954 and 1955, the executive department made an effort to get specific con- 
gressional authority under which the legality of these unauthorized substantive 
provisions could be established by presidential action. This was attempted by 
the following provision of H. R. 1 (84th Cong., Ist sess.) in the form in which it 
was introduced as an administration measure: 

“(A) To enter into foreign trade agreements with foreign governments or 
instrumentalities thereof containing provisions with respect to international 
trade, including provisions relating to tariffs, to most-favored-nation standards 
and other standards of nondiscriminatory treatment affecting such trade, to 
quantitative import and export restrictions, to customs formalities, and to other 
matters relating to such trade designed to promote the purpose of this section 
similar to any of the foregoing: Provided, That, except as authorized by sub- 
paragraph (B) of this paragraph, no such provision shall be given effect in the 
United States in a manner inconsistent with existing legislation of the United 
States. 

“(B) To proclaim such modifications of existing duties and other import 
restrictions, or such additional import restrictions, or such continuance, and for 
such minimum periods, of existing customs or excise treatment of any article 
covered by foreign trade agreements, as are required or appropriate to carry out 
any foreign trade agreement that the President has entered into hereunder.”’ 

The same kind of a provision was included in the administration’s similar bill 
in the preceding Congress, H. R. 8860 (83d Cong., 2d sess.). 

Congress refused to grant this authority, however, and the provision was 
eliminated from the bill. In its place there was inserted the customary caveat 
disclaiming approval or disapproval of the GATT.” 

Under i. R. 5550, Congress won’t have a direct opportunity to decide whether 
GATT’s rules or United States laws are to prevail. The State Department de- 


% As indicated in notes 26 and 27 above, article VII of GATT will prohibit the use of the American selling 
price valuation provision on coal-tar chemicals as well as require basic changes in other customs valuation 
provisions of United States law. These changes and their severe effect upon the members of this association 
are discussed in some detail in the brief at pages 16 to 27. The Tariff Commission made the following com- 
ment on article VII of GATT (p. 47): 

“This article has no counterpart in the pre-Geneva agreements; to put it into effect would require severa 
important changes in United States law.” 

“ This prohibition is found in article IX of GATT. Of it the Tariff Commission said (p. 47): 

° at article has no counterpart in pre-Geneva agreements, and would require some changes in United 
tates law.” 

Some of the required changes in United States law were carried out in the Customs aeeeaien Act of 
1953 (Act of August 8, 1953, 67 Stat. 508). The Congress declined to amend sec. 304 of the Tariff Act of 1930, 
the general marking requirement, in 1953 so as to conform fully to the GATT article; consequently, despite 
the changes already carried out in the Customs Simplification Act of 1953, congressional policy, as expressed 
in sec. 304, as amended, is not in conformity with article IX of GATT. 

47 So far as chemicals and other manufactured articles are concerned, this prohibition against the use of 
import quotas is contained in article XIof GATT. Articles XII through XV pertain to exceptions to that 
general prohibition which are not material to imports of chemicals and other manufactured articles into 
the United States. The Tariff Commission’s comment on article XI of GATT is as follows (p. 48): 

“The most important difference between the provisions of article XI and corresponding provisions of pre- 
Geneva agreements is that article XI generally prohibits the imposition of quantitative restriclions on imports 
of all products (subject to important exceptions set forth in this and other articles), whereas the pre-Geneva 
agreements include this prohibition only with respect to products listed in the schedules. Some pre-Geneva agree- 
ments include in the schedule of concessions granted to the United States liberalizations of quotas on imports 
from the United States of certain articles of special interest to this country. In such cases a minimum quote 
on imports from the United States is usually specified. The concession schedules of the Geneva agreement 
contain no provisions regarding quotas on individual articles. Under the Geneva agreement, quota regu- 
lation is governed solely by the general! provisions.” (Emphasis added) 

48 The obligation to consult with other contracting parties with reference to the use of subsidies is contained 
in article XVI of GATT. The Tariff Commission said of this article (p. 50): 

“The pre-Geneva agreements contain no counterpart of a: ticle X VI, but they do contain provisions for con- 
sultation respecting matters concerning the nullification or impairment of any object of the agreements.” 
(Emphasis added.) 

# Sec. 3 (a): [(a) (1) (A)], Trade Agreements Extension Act of 1955: 

“ Provided, That the enactment of the Trade Agreements Extension Act of 1955 shall not be construed to 
determine or indicate the cone or ors by the Congress of the executive agreement known as the 
General Agreement on Tariffs and Trad 
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clines to submit GATT to Congress. It now claims that the Trade Agreements 
Act authorizes the President to accept GATT in its entirety.” 

It should be obvious that this is not so. As the State Department itself 
pointed out when GATT was in its formative stages (at a time when the Depart- 
ment confidently expected the Congress to approve the charter for an inter- 
national trade organization, whose commercial policy section comprised the 
substance of GATT), the trade agreements authority is limited to those kinds 
of substantive provisions which have been customarily included by the United 
States in its bilateral trade agreements in order to protect the value of the con- 
cessions the United States secured from the other parties to these agreements. * 

The following provisions of GATT, of major concern to us, were never before 
included in United States trade agreements,” and cannot conceivably be considered 
as of this tvpe: 

1. American selling price. The use of this value base for coal-tar chemical 
imports antedates United States trade agreement legislation by 12 vears.* United 
States duty reductions on coal-tar chemicals have been premised on its use. A 
ban now on its continued use (art. VII), therefore, has nothing to do with pro- 
tecting the benefit of those reductions to other countries. The benefit of conces- 
sions received by the United States or any other country could only be impaired 


( a of State Publication 6258, Commercial Policy Series 155, released January 1956, states 
p. 13): 

“The GATT itself was not submitted for congressional approval, because Congress has already given the 
President the authority to enter into trade agreements with other countries. This authority is in the Trade 
Agreements Act, which has been in effect since 1934.” 

Secretary of State Dulles testified to the Ways and Means Committee on March 1, 1956, as follows: 
“The United States has participated in the General Agreement [on Tariffs and Trade] for 8 years under the 
Trade Agreements Act, which authorizes the President to ‘enter into foreign trade agreements.’ * * * 
* . 


. . * . . 


“The President has already acted to revise the trade agreement rules in the General Agreement. Within 
the limits of the authority granted to the executive by the Trade Agreements Act, the United States has 
negotiated and accepted a series of amendments to the General Agreement * * *.” 

. - 7 * * . . 


“* * * Any substantive undertakings by the United States with respect to its trade regulations must 
te be entered into by the President under the Trade Agreements Act or be specifically approved by 
ongress. * * *.” 
> . . * . 7 . 


“The General Agreement on Tariffs and Trade has not been submitted to the Congress for approval 
because, as I have indicated, the authority to enter into trade agreements without referring them back to 
the Congress is found in the Trade Agreements Act. The General Agreement, therefore, is in the same 
status as any of the many other trade agreements which have been entered into by the President. 

“* * *  Coneress is not being asked to approve the detailed provisions of the General Agreement—to 
endorse the detailed actions which the President has taken in exercising the authority which Congress 
granted to him in the Trade Agreements Act.” 

51 See note 39 above. In the hearings on H. J. Res. 236, a joint resolution providing for United States 
membershin in the international trade organization, conducted by the Committee on Foreign Affairs of 
the House us Pepresentatives in 1950, then Secretary of State Acheson stated that (p. 11, hearings): 

a core..# the charter [for an International Trade Organization] is the chapter on commercial policy 
(ch. IV).” 

He also testt"™ that (p. 13): 

“Some charytes in domestic laws will be required for full compliance with it [the charter].” 

During tho hearings, Willard Thorp, Assistant Secretary of State, submitted a memorandum to the 
committee entitled ““United States Laws Inconsistent With the ITO Charter.” It stated, among other 
things, thatyp. 68, hearings): 

“Of the nine chapters of the charter, only one (chapter IV) contains provisions with which United States 
laws are inconsistent.” 

The provisions of that chapter on ‘‘commercial policy” comprise the general provisions of GATT, as vrevi- 
ously documented in note 39. Chanter IV of the ITO charter consisted of 30 articles. All but 7 of these 
are contained substantially in GATT. (These 7 pertain to export subsidies, primary commodities, State 
trading, and statistics—not of significant interest in the problem under consideration.) 

The United States laws snecifically discussed in the State Department memorandum (pages 68-72. hearings 
on H. J. Res. 236, 81st Cong., 2d sess.) as being inconsistent with the ITO charter include the following 
re of GATT. (if they are illegal or contrary to United States law in ITO, they are equally so in 

A ‘ 

Article 18 of ITO (which corresponds to articles III and IV of GATT (proposed article IV of GATT) 
pertaining to internal taxes and internal regulations, such as mixing reculations; 

Article 20 of ITO (which corresponds to article XI of GATT) pertaining to quotas; 

ae * of ITO (which corresponds to article VI of GATT) pertaining to dumping and counter- 
vailine duties; 

Article 35 of ITO (which corresponds to article VII of GATT) pertaining to customs valuation. pro- 
hibiting the use of American selling price, requiring discontinuance of foreign value, changes in United 
States value and cost of production value now contained in § 402 of the Tariff Act of 1930, and changes 
in the definition of usual wholesale quantities used in our statutory value bases. 

Article 37 of ITO (which corresponds to article IX of GATT) concerning marks of origin. 

The point of this is that the State Department has on two ocassions in the past admitted that provisions 
now found in GATT were contrary to United States law, and would require statutory changes before the 
United States could be committed to them. Now, all this is waved aside with the sweeping assertion 
that GATT need not be brought before Congress because in its entirety it is something the executive can 
commit the United States to under the trade-agreement authority. 

52 See notes 42 to 48, above. 

8 The American selling price value base for coal-tar chemicals was first provided in United States law in 
the Tariff Act of 1922. 
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by a change in the methods of valuation after concessions were granted. Protec- 
tion against that kind of impairment is provided by art. II of GATT.“ There- 
fore art. VII cannot be justified as a measure required to protect the value of the 
concessions received by the United States; 

2. The ban against import quotas; 

3. The ban against internal taxes on imports; and 

4. The ban against internal mixing regulations. 

These provisions of GATT apply not only to the products on which concessions 
were granted, they also apply to all imports of the member nations regardless of 
whether or not they are the subject of a concession.™ Hence, they are clearly 
not defensible as measures required to protect the value of the concessions received 
by the United States. 

5. Antidumping duties and countervailing duties. Our domestic law does not 
now require any finding of injury as a condition precedent to the application of 
countervailing duties. The GATT, however, adds such a requirement. This 
and the change made by GATT in requiring a finding of material injury in anti- 
dumping cases were conceded by the State Department in 1947 and 1950 to be 
plainly contrary to our domestic laws *® and hence beyond the scope of the Presi- 
dent’s trade agreements authority.” 

6. Customs valuation provision. The prohibition in GATT against the use 
of “arbitrary or fictitious values” for customs purposes has been interpreted by 
our State Department to apply to certain ;rinciples used in connection with 
“foreign value,” “United States value,” and “‘cost of production” as those terms 
are defined in Section 402 of the Tariff Act of 1930.% A recent GATT survey 
shows that the United States alone of GATT’s members uses such valuation 
principles.” Hence, they could not have been put in GATT to protect the value 
of the concessions granted to the United States because no nation other than 
the United States uses them. 

The issue, therefore, is quite plain. The Executive Department is asking the 
Congress to authorize the United States to participate as a member in an inter- 
national organization whose principal function is to administer (by way of com- 
plaint, ruling, decision, and sanctions) a multilateral trade agreement which con- 
tains provisions which have been agreed to in behalf of the United States by the 
Executive Department in excess of any authority now possessed by the Executive 
Department. 


Approval by the Congress of United States participation in that international 
organization will plainly and simply mean that Congress intends the United 
States to live up to those obligations.” 


& Article II (proposed article ITI) reads as follows: 

“No contracting party shall alter its method of determining dutiable value or of converting currencies so 
as to impair the value of any of the concessions provided for in the appropriate schedule annexed to this 
A ment.’ 

Art. XI of GATT: “No * * * restrictions other than duties, * * * whether made effective through 
quotas, * * * or other measures, shall be * * * maiitained by any contracting party on the importation of 
any product * * * of any other contracting party * * *. (Emphasis added). 

Art. III of GATT (Proposed Art. IV): 

“2. The products of * * * any contracting party imported into the territory ofany other contracting party 
shall not be subject * * * tointernal taxes * * * in excess of those applied * * * to like domestic products 
eee,” 

“5. No contracting party shall * * * maintain any internal quantitative regulation relating to the mix- 
ture * * * of vroducts i1 specified amounts * * * which requires * * * that any specified amount * * * 
must be supplied from domestic sources. * * *.”’ 

® Exhibit XX, Heariigs on ITO, Senate Finance Committee, 80th Cong., Ist Sess., Part 2, p. 1384; 
Hearings an H. J. Res. 236, Committee on Foreign Affairs, House of Representatives, 8ist Cong., 2d Sess., 


. 70. 

& This is the clear i1fere ce of the ““Note” in the State Department memorandum and the testimony of 
the Denartme ‘t's Legal Adviser Fahy, referred to in f>9tnote 35 above. 

% State Derartment Menorandum, “‘U. S. Laws Inconsistent With the ITO Charter,” Hearings, op. 
cit. supra, note 51, at pp. 71, 72. 

8% “Co nparative Study of Methods of Valuation for Customs Purposes,”” GATT, Basic Instruments 
and Selected Documents, Third Supplenent, pp. 106, 107; pp. 118-125, column 1. 

In an earlier day, the State Depart-nent had less reluctance to acknowledge that the organizational 
aE of GATT were indeed intended to accomplish a “‘policing’’ of the agreement. Mr. Fahy testified 

1947 (Hearings on ITO, Senate Finance Committee, 80th Cong., p. 173): 

“Now, you first have the question, which I understand the committee has been concerned about, whether 
the act authorizes multilateral agreements. Assuming for the moment that it does, and a multilateral 
trade agreement is entered into, containing detailed schedules of duties and concessions; and tariff provi- 
sions, or comparable provisions, customs provisions, it follows that the Government of the United States on its 
part, and other governments on their part, have to have some administrative machinery or means of, I use it 
reluctantly ‘policing’ the agreement. **” (Emphasis added) 

Currently more diplo-natic language is used, but it means the same thing. State Department Publication 
6268, Co nmercial Policy Series 155, released January 1956, says (p. 15) that OTC will “‘generally devote 
itself to the efficient operation of [GATT].” 
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Approval of H. R. 5550 would, therefore, be tantamount to a ratification by 
the Congress of the Executive Department’s unauthorized action in purporting 
to commit the United States to those substantive rules of GATT which have 
never heretofore been included in a United States trade agreement.” 


IMPORTANCE TO THE ASSOCIATION’S MEMBERS OF THE DOMESTIC LAWS WHICH ARE 
IN CONFLICT WITH THE ULTRA VIRES PROVISIONS OF GATT 


I 


The American selling price value provision of ovr Tariff Act is the very founda- 
tion of this Nation’s policy cf supporting a domestic organic chemical industry for 
national defense The need for this policy is ably explained by the recent treatise 
World Population and Production: @ 

“Dyestuffs sre the foundation of the organic chemi:al industry. The raw mate- 
rial and the Fasie technology of dye manufacture are common to the manufac- 
ture of a great variety of products—such as synthetic pharmaceuticals, rubber, 
plastics, resins, camphor, insecticides, flavoring, perfumes, explosives and many 
others. Many synthetic products could not have been made except for the ex- 
perience acquired in the large-scale production of dyes. Moreover, the dye indus- 
try can be easily converted in wartime to the production of explosives, smoke 
screens, poison gases and soon. This characteristic has been a chief reason for the 
high tariff protection and other support the industry enjoys in all major producing 
countries, as well as for the secretiveness about its size, capacity and output.” 

The American selling price value provision was selected by the Congress as its 
chosen instrumert for a permanent policy of encouragement to the synthetic 
organic chemical industry. It acted on these considerations: 

1. The absolute national necessity of fostering the industry was recognized, 
and a legislative method was sought which would assure the industry’s permanent 
continuance. 

2. Foreign value (the usual value basis for ad valorem duties) is too uncertain 
a basis for the assessment of duties on coal-tar chemicals, and no comparable 
rates of duty on the conventional basis of value would be adequate to protect 
the industry.” 

3. After selecting in 1922 the American selling price basis for valuing competi- 
tive coal-tar chemical imports, Congress retained that value provision for coal-tar 
chemicals in the Tariff Act of 1930 because it wished to assure large and vigorous 
iy, 1sion of the synthetic organic chemical industry.® 

The American selling price provision is particulary important in its applica- 
in to new products, whose cost cannot be accurately ascertained, and whose 
continued development is of paramount importance to the Nation’s health, welfare, 
— security.” 

. The production characteristics of coal-tar chemical manufacture are such that 
a “merely a few but the entire range of products, coproducts, and a 
which occur at the various stages of processing must be sold or used. he only 
tariff arrangement short of an embargo which can foster continued progress in 
coal-tar chemical manufacture under these circumstances is that provided in 
paragraphs 27 and 28, where the ad valorem rates are based on the American 
selling price.” 

In other countries the same recognition of its importance to national defense 
and the general welfare results in even more drastic means to safeguard the home 
organic chemical industry from the effects of import competition and to foster its 


® One candid student of the Executive Department’s maneuvers on GATT and OTC (a member of the 
U.S. Delegation to ITO and GATT conferences) has commented pungently on the unalterable fact that 
OTC approval carries in its train GATT approval. He states: 

«“* * * Jt would have been simpler to have a single text rather than two. It would have been more 
candid to recognize that the power to define obligations differs only in shadowy degree from the power to 
impose obligations. * * *.” 

“The device of two separate agreements rather than one does serve certain practical political functions 
once the decision is made to seek a clearer congressional mandate for a permanent international trade organi- 
zation, Congressmen who are cool to GATT, but not siente ee ostile, might find it easier to vote to 
accept an administrative agreement than to endorse explicitly the substantive text of GATT. Moreover, 
congressional acceptance of the OTC agreement without Saree action on GATT would leave the adminis- 
tration free to negotiate amendments of GATT from time to time as an exercise of executive power.”” Bronz, 
“An International Trade Organization: The Second Attempt,’ 69 Harvard Law Review 440, 479 (1956). 

® Woytinsky & Woytinsky, Twentieth Century Fund (N. To 1953), p. 1196, 1197. 

®& H. Rep. 248, Part 1, 67th Cong., p. 21. 

SS. Rep. 595, Part 1, 67th Cong., p. 3. 

6 71 Cong. Rec. 1199-1200. 

6 71 Cong. Rec. 1201, 4020; H. Rep. No. 7, 71st Cong., p. 14. 

67 71 Cong. Rec. 4894-5. 
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rowth. In Great Britain by statute the importation, except under a Board of 

rade license, of coal-tar dyestuffs and intermediates is forbidden.** Under a 
separate statute, the products of ‘‘key industries,” including the synthetic organic 
chemical industry, are subject to special duties. In West Germany the importa- 
tion of coal-tar dyes is subject to special license under an import quota.” 

In 1951 the Committee on Ways and Means held hearings on H. R. 1535 (82d 
Cong., Ist Sess.), a bill which was labeled as the ‘‘Customs Simplification Act of 
1951.” As introduced, the bill would have eliminated the American selling price 
value base from section 402 of the Tariff Act.” It provided for a Tariff Commis- 
sion investigation of rates of duty which would be reasonably equivalent to those 
applied to coal-tar chemicals under paragraphs 27 and 28 of the Tariff Act on the 
basis of the American selling price.” 

The Committee’s hearings developed these facts concerning the proposal to 
discontinue the American selling price: 

1. The change was proposed to bring United States law (sec. 402 (g) of the Tariff 
Act) into line with the international rules contained in GATT.” 

2. The Tariff Commission investigation to determine “reasonably equivalent” 
rates of duty for coal-tar chemicals would consume a considerable amount of 
time—at least two years.” 

3. The problems inherent in such an investigation were admittedly so “for- 
midable” that it would be impossible for the Commission to undertake the project 
“without a considerable amount of ‘elbow room’” (meaning very broad dis- 
cretion).” 

4. There is no administrative simplicity attainable by elimination of American 
selling price. On the contrary, as conceded by the Bureau of Customs representa- 
tive at the hearing, “if all values were on American selling price, that would be 
a simplification, so far as the administrative practice is concerned.’’” 

5. If the basis of valuation for imported coal-tar chemicals were to be changed 
from American selling price to either foreign or export value, foreign producers 
would be in a position, under the special circumstances which exist in the uropean 
neat to manipulate the value for duty purposes and hence the duty itself— 
at will. 

6. Dyes can be tailormade for the United States market so that there is no price 
for such or similar merchandise in the foreign (home) market, and none in the 
export market other than that which is placed on them by the foreign producer for 
sale to the United States. The value for duty purposes could therefore be freely 
manipulated by the foreign producer to any level he needs to enter the United 
States market on terms which the competing domestic producers could not meet.” 

7. Foreign dyestuff and coal-tar chemical producers customarily operate 
through cartels in disposing of their products made for sale in international trade. 
The cartels control export prices to facilitate the disposition of their members’ 
products in each country of importation at the particular price needed to undercut 
the price levels in the country of importation where domestic competition is en- 
countered, while maximizing the return to the exporter to the greatest extent 
possible in those circumstances where significant domestic competition or competi- 
tion from exporters (such as United States companies) outside of the cartel is not 
encountered. This characteristic mode of competition used by foreign producers 
shows that any United States system other than import quotas or customs valua- 
tion based on the American selling price would place effective control over United 
— imports of dye and coal-tar chemicals in the hands of the foreign pro- 

ucers. 

8. Since under the circumstances described, there is really no one dependable 
export price (or range of ascertainable export prices) for any of the 1,200 com- 


® The Dvestuffs Act of 1920. 

* The Safeguarding of Industries Act of 1921. 

7% Cf. Bundesanzeiger No. 21, January 31, 1956. 

7 See. 13, H. R. 1535, 82d Cong. 

73 Sec. 14, H. R. 1535, 82d Cong. 

% Testimony of John Graham, Asst. Secretary of Treasury, in Hearings on H. R. 1535, Committee on 
Ways and Means, House of Representatives, 82d Cong., p. 42-43. , 

™% Memorandum of Tariff Commission on H. R. 8304, 81st Cong., printed in Hearings on H. R. 1535, Com- 
mittee on Ways and Means, 82d Cong., p. 221, 236; testimony of W. R. Johnson, Asst. to the Commissioner 
of Customs, p. 90. 

7% Memorandum, op cit. supra, note 74 at p. 236. 

% Testimony of W. R. Johnson, op cit. supra, note 74 at p. 189 

7 Testimony of Sidney C. Moody, President, S.0.C. M. A., Hearingson H R. 1535, Committee on Ways 
and Means, House of Representatives. 82d Cong., p. 324-5. 

8 Ibid., p. 325; testimony of Dr. William L. Walsh, assistant general manager, General Aniline & Film 
Corp., hearings on H. R. 1535, Committee on Ways and Means, House of Representatives, 82d Cong., p. 346. 

79 Testimony of W. Stewart Hotchkiss, management consultant, hearings on H. R. 1535, Committee on 
Ways and Means, House of Representatives, 82d Cong., p. 329, 330; testimony of Dr. William Walsh, assist- 
ant general manager, General Aniline & Film Corp., hearings on H. R. 1535, p. 345. 
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mercially important dves, or the several thousand coal-tar chemicals dutiable 
under paragraphs 27 and 28, nor indeed for anv single foreign country or even any 
single producer of any particular coal-tar chemical, the conversion of existing 
rates of duty based on the American selling price to reasonably equivalent rates 
based on foreign or export value would be utterly impossible. * 

9. The nature of demand for coal-tar chemicals in the United States is such that 
many hrndreds of finished chemicals are needed in relatively small annval quanti- 
ties. This permits manv small companies to make and sell a product line of 10 
20, or more chemicals without the enormous capital investment which is reovired 
for the producing units of the larger companies which turn out the high tonnage 
items. These companies often purchase as raw materials the byproducts of the 
chemical processing of other plants and bv further processing convert them into 
usefvl products to meet the modest demand for those snecialties. It is these small 
companies—and the majority of the members of this Association are in that 
category— who would be driven out of brsiness first by the manipulation of our 
evstoms values by foreign producers if the American selling price provision were 
eliminated. Their staying power for this tvpe of economic warfare is limited. * 

As a result of its study of the matter in the light of the testimony produced 
in the hearings, the Committee on Wavs and Means eliminated from the clean 
bill (H. R. 5505) which it reported (H. Rep. 1089, 82d Cong., 1st Sess.) the pro- 
visions which would have put an end to the American selling price value hase. 
In view of this action, our association respectfully submits that the committee 
should decline to give its assent to a mechanism which by indirection would 
now bring about what the committee after careful study refused to allow by 
direction. iH 


Thesame article of GATT (Art. VIT) which would forbid the use of the American 
selling price would also require changes in other value provisions of section 402 
of the Tariff Act. These changes in themselves would result in lower values 
for customs purposes, and hence lower duties, on imported chemica's competitive 
with the other main segment of domestic organic chemical production—the non- 
coal-tar organic chemicals. 


8% Testirony of J. Preston Wills, Asst. Fxrort Manavrer. Organic Cherricals Nerartrent, E. I. du Pont 
de Nevours & Co., Hearings on H. R. 1535. p». 333, 338-344; testimony of Carl E. Allersmeyer, Althouse 
Che~ieal Co., Fearings on H. R. 1535. np. 348-349 

8! Testi~ony of Frie Kunz. President, Givavdan Corn., Hearines on H. R. 1535, n. 361: testi~ony of 
John L. Crist, President. Southern Dyestuff Cory., Hearings on H. R. 1535. py. 349-350: testivrony of Ernest 
M. May. Gen. Mer., Otto B. May, Inc., Hearines, H. R. 1535, p. 331; testimony of C. E. Van Winckel 
President, The Carwin Co., Hearings on H. R. 1535, n. 363. 

The da™aving effects of the elimination of the American selling price value provision for imported coal- 
tar che™icals would by no means be li™ited to s™all comranies. Selective pricing by foreien nroducers 
of chervicals for exrort to the United States wovld make it unprofitable for the do’restic nroducer to comn- 
pete. When he dronred that rroduct from tis line. the rrice economics of the other rroducts with which 
that item was chervically interrelated wovld be distorted. Price increases would be required on those 
products, making the™ in turn rore sensitive to ™aninvlated rrices on the foreign products. Tt is because 
the organic che ical industry’s products are so closely interrelated at both the production and distribution 
end that a tariff system such as tre Arerican selling rrice valve basis for ad valore™ rates is renuired to 
prevent the foreign rroducer from weakening the whole structure by selective concentration of unfair exrort 
prices on a few rroducts at a tire. See testirony of Edwin J. Putzell, Jr., Asst. Secretary, Monsanto 
Cherrieal Co.. Hearings on H. R. 1535, po. 353. 344. 

8 Article VII of GATT provides, in nart, as follows: 

“2(a) The valve for customs nurroses of imported rrerehandise shovld be based on the actuel valve of the 
imrorted merclardise on which duty is essessed, or of like rerchandise, and should not be based on the 
value of merchandise of national origin or on arbitrary or fictitious values.” 


This is identical with Par. 3 (a) of Art. 35 of thee ITO Charter. In its memorandu™ entitled “U. 8. Laws 
Inconsistent With the ITO Charter,” submitted to tte Committee on Foreign Affairs. Fovse of Rerre- 
sentatives, in 1950, the State T’erartrrent, after exrlaining that the vse of the American Selline Price value 
basis on coal-tar chemicals would be inconsistent with the rule, described the other chanves which would 
be reauired in United States law by the above rvle on erstos valnation, as follows (hearinys, p>. 71, 72): 

“Other amendments to section 402 of the Tariff Act (19 USC 1402) contenlated to brinz onr valnation 
laws in conformity with the ‘actual value’ standard of article 35 of the charter would be (1) the exclusion 
from dutiable value of internal taxes applied in foreien countries but not paid on exports: under prevailing 
administrative rulings and judicial decisions in the United States, such taxes are not revarded as a nart of 
dutiable value in many instances but are so regarded in some cases: (2) the dronning of the rule of using 
‘foreign value’ or ‘export value,’ whichever is the higher, as the primary basis of value and substituting 
‘exnort value’ alone as the pri™ary basis: (3) a definition of ‘usual wholesale auantities’ which would relate 
dutiable value to prices prevailing in sales of the greater volume of merchandise in the trade between the 
country of exnortation and the United States, whereas under nresent law the usual wholesale quantity is the 
quantity in which the largest number of individual transactions occur; (4) the establishment of alternative 
dutiable values which are closely equivalent to ‘actual value’; this will involve amendment of the definitions 
of ‘United States value’ and ‘Cost of Production’ in section 402 of the Tariff Act which presently provides 
for arbitrary additions to the ordinary commercial value of some imports.” 
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The executive department of our Government took the initiative in drafting 
the preliminary text of the proposed ITO charter.* The commercial policy 
section of the charter was lifted out and essentially makes up GATT.™ There 
were three different drafts of the article pertaining to customs valuation, but the 
one finally accepted was that of the United States.™ 

In our Covernment’s draft, and now in article VII of GATT, there is a prohi- 
bition against use for customs purposes of “arbitrary or fictitious valuations.” 
Having coined the phrase, our Government has itself interpreted it to require 
the changes in section 402 which have been offered to the Congress as a part of a 
“customs simplification bill’ each year since 1950.% Currently these provisions 
are contained in section 2 of H. R. 6040, pending in the Senate. 

Like the comparable ane in the four custors simplification bills which 
preceded it, section 2 of H. R. 6040 would eliminate foreign value, making export 
value the principal basis of customs valuation. It would also redefine the princi- 
pal terms used in customs valuation =e so as to require the use of prices 
applying to the quantities at which the greatest amount of goods are sold to se- 
lected industrial users or wholesalers (even if accompanied by resale price or 
territorial restrictions). Our law now requires the use of prices applying to the 
quantities at which the preponderant number of nonrestricted sales in wholesale 
quantities to all purchasers, including retailers, are made. The latter prices are 
higher than the former, so the effect of the bill’s new definitions is to lower values 
for customs purposes and, hence, duties. 

The proposed revision of section 402 also redefines United States value, which 
would be the second most used value provision, in a way which permits the deduc- 
tion from United States selling prices of imported gooc's of unlimited sums for 
commissions, excise taxes, profits, and overhead.” This would result in lower 
net value determinations than at present, and, again, cause lower duty assess- 
ments than at present. This would contribute to the other changes described 
above in reducing the protection now afforded our members who produce non-coal- 
tar organic chemicals. 

Since United States value is also used as the alternative value base for coal-tar 
chemical imports (when the American selling price is inapplicable on a technical 
finding that there was no competitive domestic product on the date of exporta- 
tion), its proposed revision would also result in a lowering of duties on many 
imports of coal-tar chemicals. 

The cost of production value base (used when other value bases are inapplicale) 
would also be changed so as to result in lower values, and lower duties. This 


% Mr. Clair Wilcox, Director, Office of International Trade Policy, Department of State, in 1947 [who “‘had 
more to do with the initial draft’ of ITO “than anybody in the Department of State’ (Under Secretary 
Clayton, testifving in Senate Finance Committee hearings. 1947, p. 5), testified before the Senate Fin- nce 
Sour e ~ follows concerning the origins of ITO (hearings on ITO, Senate Finance Committee, 80th 

ong., p. 41): 


“The CHAIRMAN. * * *, who has been the major draftsman and originator of the charter which is before 


“Mr. Wiicox. I think it would be difficult to answer that question in terms of any individual. The 
work on the charter, the actual work on the development of the proposals and the subsequent charter has 
been carried on by a series of interdepartmental committees on which has been represented the Departments 
of State, Treasury, Commerre, Agriculture, the Tariff Commission, the Department of Labor, and on some 
of them the Department of Justice and other agencies of the Government. 

“The CiatRMAN. Who was the spark plug? 

““Mr. Witcox. They have functioned successively under the chairmanship of Mr. Myron Taylor, Mr. 
Dean Acheson, and William L. Clayton.” 

% See notes 39 and 51 above. 

8 The U.S. draft of the valuation section in GATT read as follows (hearings, ITO, Senate Finance Com- 
mittee, 80th Cong., Part 2, p. 1388): 

“Alternative A3 [3—Alternative A represents the text in the United States Draft Charter. Different 
ao of the words ‘actual value’ were given by different delegates who supplied alternatives 

an : 

“(a) The value for duty ——- of imported products should be based on the actual value of the kind 
of imported merchandise on which duty is assessed, or the nearest ascertainable equivalent of such value 
and should not be based on the value of products of national origin or on arbitrary or fictitious voluations.” 

% See note 82. The Treasury Department also corroborated this fact in an “‘ Analysis of legislative pro- 
posals contained in H. R. 1535” submitted in tabular form to the Committee on Ways and Means during 
hearings on H. R. 1535 in the 82d Congress (hearings, p. 77). In an accompanying memorandum, the 
Department stated (hearings, p. 79), “‘The various amendments proposed [to sec. 402 of the Tariff Act of 
vo 7 ene the bill are consistent with these provisions of GATT [article VII, paragraphs 2 (a), 

¢), and 3].’’ 

# Under present law, sec. 402 (e) of the Tariff Act of 1930, as amended, the maximum permissible de- 
ductions in determining United States value are 6 percent for commissions on goods secured other than by 
purchase, 8 percent for profits, and 8 percent for general expenses on purchased goods. H. R. 6040 would 
amend this provision so that the commissions “usually paid” and the profits and general expenses “usually 
added” on such or similar merchandise could be deducted. It would not take long for importers to manip- 
ulate those factors in such a way that much larger deductions from United States selling prices of the im- 
ported merchandise could be made for the purpose of securing lower dutiable values than are now appraised 
on that type of imported merchandise. 
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would be accomplished by eliminating the present law’s minimum additions to 

roduction costs for profit and overhead in determining the value of imports.® 

he change is intended to result in lower valuations because someone in the 
executive department (in spite of the 30 years’ existence of the value base in our 
law) has decided that the protection which Congress provided against manipula- 
tion of customs value on this basis by specifying minimum additions for overhead 
of 10 percent of direct costs, and for profit of 8 percent is “arbitrary.” (These 
minimum additions are prima facie below customary additions in regular com- 
mercial or business practice.) 

These changes in the customs valuation provisions of our law were originally 
accepted by the Ways and Means Committee in 1951 on the understanding that 
thev would not have the effect of lowering the protection now afforded domestic 
industries. This was also the understanding of the committee when a successor 
bill (H. R. 5877, 83d Cong., Ist Sess.) was reported favorably.” 

The Senate deleted the value provisions from H. R. 5877 because of their con- 
troversial nature.“ A new bill, H. R. 6584, was then passed by the House with- 
out further hearings during the same session of Congress. 

After H. R. 6584 passed the House, this association received a special study 
prepared for it by the Bureau of the Census on a special sampling of import 
duties at the Port of New York in 1952." It is reasonable to conclude on the 
basis of that study that H. R. 6584 would have the effect of reducing the appraised 
value of roughly half of the imports of organic chemicals, other than coal-tar 
products, subject to ad valorem or compound duties an average of 12 percent, or 
considering possible sampling variability, by as much as 16, or as low as 8 per- 
cent,®™ while the overall reduction in value on all such organic chemical imports 
would be a average of 7 percent, or considering possible sampling variability, 
it could be as great as 10 or as low as 4 percent.™ 

H. R. 6584 died with the 83d Congress. The Treasury Department subse- 
quently undertook to prepare an elaborate study of the effect of the value pro- 


88 Under present law, section 402 (f) of the Tariff Act of 1930, in appraising imported merchandise under the 
cost of production value base, there is to be added to the direct cost of materials and labor not less than 10 
percent for general expenses, and not less than 8 percent for profit. H.R. 6040 would eliminate these mini- 
mum additions, requiring only that the amounts “usually reflected in sales’’ of such or similar merchandise 
made in the country of exportation for export to the United States be added. Under the informal book- 
keeping practices in foreign countries there isn’t much doubt that the amounts which would be added under 
the proposed changes to conform to GATT would be less than the minimums specified in present law. 
Lower value appraisements and lower duties will be the result. 

&® H. Rep. No. 1089, 82d Cong., p. 1: 

“The bill will effect improvements * * * by * * * modifying * * * procedural requirements of the 
customs laws which * * * do not afford tariff protection to American industry; * * *.”’ 

* H. Ren. No. 760, 83d Cong., p. 1: 

“The bill will effect improvements * * * by * * * modifying * * * procedural requirements of the 
customs laws which * * * do not afford tariff protection to American industry.”’ 

% S. Rep. No. 632, 83d Cong., p. 2: 

“Because of the urgency of the bill, and because of the delay in the receipt of it from the House, extensive 
hearings have not been possible. For this reason two sections which were highly controversial have been deleted 
by the committee and their study postponed until a later date.” (Emphasis added.) 

® Unnumbered foreign trade report, ‘‘Value and valuation basis for sample of United States general 
imports of synthetic organic chemicals dutiable at an ad valorem or compound rate of duty, through the 
Port of New York (excluding imports dutiable under paragraphs 27 and 28),’’ Bureau of the Census, Feb- 
ruary 1954. This report was subsequently reissued with a more detailed explanation of how the data were 
derived, as an unnumbered foreign trade report, “Values for certain United States general imports of syn- 
thetic organic chemicals (excluding imports of coal tar products) dutiable at ad valorem or compound 
rate of duty, by valuation basis under section 402 of the Tariff Act of 1930 and under the proposed revision of 
section 402 in H. R. 6584,”’ Bureau of the Census, June 28, 1954. The June 28, 1954, study appears in the 
printed record of the hearings held by the Senate Finance Committee on H. R. 6040, at p. 186 to 191. 

%3 Cf. page 3 of the Bureau of the Census study dated June 28, 1954, where the following is stated: 

“Tt was found that for the 31 extries which were appraised on the basis of foreign market value, of the 66 
entries, the sampling varixbility is such that in 2 times out of 3 an estimated percentage calculated from 
the figures in the report to show the decrease in appraised value which could result from the proposed revision 
ofsection 402 of the Tariff Act might be as great as four percentage points. In other words, if the percentage 
figure had been derived from data based on an examination of all the New York entries appraised on the 
basis of foreign market value filed during the alternate months, instead of the 10 percent sample as used in 
the Customs study, the chances are 2 out of 3 that the estimated 12 percent decrease whieh can be derived 
from the data for the 31 entries in the report could have been between 12 percent plus 4 percentage points 
and 12 percent less 4 percentage points. Thus, a derived estimated percentage figure of 12 percent might be 
as low as 8 or as high as 16 percent.” 

* Cf. page 3 of the Bureau of the Census study dated June 28, 1954, where the following is stated: 

“It was found that for the 66 entries ia the special report identified as synthetic organic chemicals, the 
sampling variability is such that in 2 times out of 3 an estimated percentage calculated from the figures in 
the report to show the decrease in appraised value which could result from the proposed revision of section 
402 of the Tariff Act might be as great as three percentage points. In other words, if the percentage figure 
had been derived from data based on an examination of all the New York entries filed during the alternate 
months, instead of the 10 percent sample used in the Customs study, the chances are 2 out of 3 that the 
estimated 7 percent decrease which can be derived from the data for the 66 entries in the report would have 
been between 7 percent plus 3 percentage points and 7 percent less 3 percentage points. Thus, a derived 
estimated percentage figure of 7 percent might be as low as 4 or as high as 10 percent.” 
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visions of the bill based on a sampling of 1954 import entries.“ Its summary of 
the effect of the bill showed that 19 out of 93 subgroups of categories would experi- 
ence a reduction in value or duties collected of more than 5 percent.” The 
category which includes the non-coal-tar products of our members, Industrial 
Chemicals, would suffer an overall reduction in excess of 7 percent. (This 
corresponds to the average overall reduction of about 7 percent, excluding possible 
sampling error, reported to us by the Bureau of the Census, based on 1952 imports.) 
Treasury’s study thus confirmed the fears which we had expressed from the 
start—that so far as our members were concerned, the change in valuation pro- 
cedure would cause a significant loss of protection. This change alone would 
amount to a reduction in duty equal to nearly one-half the maximum reduction 
in duties authorized by the Congress to be made on a selective produet-by-product 
basis under the trade agreements authority over the 3-year period July 1955- 
June 1958.% It would not be selective, but across the board. It would not be 
imposed over the next 3 years, but take effect immediately. It would not be 
accompanied by the peril point or escape clause remedies which Congress pro- 
vided as safeguards to any reduction of duties under the trade agreements pro- 
am. 
. In short, the proposed changes in customs valuation (which are again before the 
Congress in the latest of the ‘“‘simplification”’ bills, H. R. 6040) would have effects 
on our members which are contrary to the public policy expressed in our trade 
agreements legislation. The continued compulsion of the obligations illegally 
assumed by United States participation in GATT (particularly those portions 
contrary to our domestic law) is the principal cause of this unprecedented threat 
to our members. mr 


GATT obligates its members to limit the use of antidumping and countervail- 
ing duties to instances in which material injury is caused a domestic industry. 
As the executive department of the Government has conceded, this is contrary 
to our domestic law.*% There is at present no requirement for an injury finding at 
all in the countervailing duties provision of United States law.” The public 
policy expressed there is that the use of foreign subsidies on imports to overcome 
or neutralize our effective tariff duties shall be checked by the application of an 
additional duty equivalent to the subsidy. 

While the antidumping law requires a finding of injury to a domestic industry, 
the addition by GATT of “material” to that prerequisite for application of anti- 


% U.S. Treasury Department document, ‘‘Customs survey showing effect of proposed change in valua- 
tion provisions of Tariff Act.” 


* U.S. Treasury Department document, ‘‘Summary of survey and projection against total import sta- 
tistics.” 


The 19 groups mentioned are as follows: 


Percent Percent 
Subgroup title decrease in | decrease in 
value revenue 


Cocoa, coffee, and tea . . 16 


Sugar and related products 

Rubber and allied gums and manufactures - 

Drugs, Herbs, leaves, roots, etc. 

Nursery and greenhouse stock_- 

Jute and manufactures 

Synthetic fibers and manufactures 

OO ccs all Aicns licence lib iadach micah 
Aluminum and manufactures 

Copper and manufactures 

Brass and Bronze manufactures 

Nickel and manufactures 

Vehicles and parts . 60 
Industrial chemicals . 33 
Pigments, paints, and varnishes . 62 0. 07 
Soap and toilet preparations 10, 26 0. 92 
Photographic goods 6. 54 5.19 
a cepninah eiiicniocntnantaaa 14. 39 13. 07 
Books, maps, pictures and other printed matter, n. e. s 13. 57 10. 11 


3. 38 
. 16 
5. 39 
. 70 
5. 81 
. 70 
. 73 
. 53 
5. 18 
. 58 


—— 
SP 


NS oo pom 


_ 
_ 


” H. R. 1 of the 84th Congress, as enacted into law (Trade Agreements Extension Act of 1955). 
% See note 51 above, 
See note 29 above. 
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dumping duties and its elimination of a finding that a domestic industry is likely 
to be injured as one of the occasions for applying antidumping duties are believed 
to limit the usefulness of the law considerably.! 

These domestic laws find their chief value in the ready deterrent which they 
give to import practices designed to make United States tarriff protection ineffe- 
tive. The number of actual cases in which they are invoked is not as important 
as the power of their substantive content to discourage serious attempts at preda- 
tory practices. There are presently in effect 12 determinatiors of the Secretary 
of the Treasury making effective the imposition of countervailing duties.2 Since 
enactment of the Tariff Act of 1930 there have been about 200 Seelam investi- 
gations, of which 21 have resulted in findings of dumping.* In view of the in- 
frequent occasions in which these remedies are actually applied under existing 
law, any change which would render them even less applicable would virtually 
destroy their value as deterrents to predatory trade practices. 

The State Department assured the Ways and Means Committee in June 1955 
that subsidization by foreign governments of exports to the United States, or 
unfair trade practices, would “continue to be subject to preventive action under 
the countervailing duty law applicable to bounties or grants contained in section 
303 of the Tariff Act of 1930 and under the Antidumping Act, 1921.’* Never- 
theless, the State Department in March 1955 signed a protocol amending part II 
of GATT and stating in article VI that no countervailing of antidumping duties 
will be le--ied on imports unless the subsidization or dumping involved is such as 
to cause or threaten material injury to an established domestic industry or is such 
as to retard materially the establishment of a domestic industry.5 Since neither 
the Antidumping Act nor section 303 of the Tariff Act of 1930 requires such a 
finding, it would appear either that the right hand of the State Department does 
not know what the left hand is doing, or that it has no intention of living up to 
the obligations it committed the United States toin GATT. There are no indi- 
cations that the latter is the case. 

Synthetic organic chemical manufacture was frustrated for many years in 
the United States by the dumping practices of the European chemical cartel.* 
Twenty-six of the dumping investigations conducted by the Treasury Depart- 
ment since 1934 have concerned chemicals.’ We believe that any change in these 
laws to limit their applicability will invite the practices they now serve to prevent 
to the corresponding detriment of our members. There is no reason to add a 


totally new requirement of an injury finding to the countervailing duty law, to 
qualify the naked element of injury now in the antidumping law by addition 
of the word ‘material,’ or to eliminate the likelihood of injury as an occasion 
warranting a dumping finding, except to restrict the occasion for their use, 


IV 


The escape clause contained in GATT differs materially from the remedy 
provided in 1951 (and strengthened in 1955) in United States trade agreements 
legislation. The waiver adopted by GATT’s members in March 1955 which 
would phase out over 3 years the obligation of members under the 1955 revisions 
of GATT to alter conflicting domestic laws in existence in October 1947, does 
not in the case of the United States excuse noncompliance with the less effective 
GATT escape clause.® 

Consequently, our Government is in the position either of not acting under 
our domestic escape clause unless the facts also satisfy the harsher GATT pro- 
vision, or of giving ground for complaints by all parties interested in a withdrawn 


1 See note 28 above. 

219 C. F. R. § 16.24 (1955 Supplement). 

8 Derived from the tabulation ‘‘Findings on dumping by the eee eee since enactment of 
the Tariff Act of 1930’ (hearings on H. R. 1535, Committee on Ways and Means, House of Representatives, 
821 Cong., p. 75), and the tabulation ‘‘Dumping complaints filed with Treasury Department since Jan. 1, 
193%” (hearings on H, R. 9476, Committee on Ways and Means, 83d Cong., pp. 15-17). 

* Letter, Department of State, June 17, 1955, to Hon. Jere Cooper, chairman, Ways and Means Committee, 
printed in H. Rept. 858, 84th Cong. Apparently on the strength of that letter the committee report states 
that both the countervailing duty and antidumping laws “ will continue in eff eh 5). 

a ee 1.D of “‘ Protocol amending the preamble and parts II and III of the General Agreement on Tariffs 
and trade.”’ 

6 United States vy. Chemical Foundation, 294 Fed. 300, 309 (D. C. D. Del., 1924) affirmed 5 F. 2d 191 (3d 
Cir., 1925), affirmed 272 U. 8. 1 (1926); testimony of Thomas H. Norton, commercial agent, Bureau of Foreign 
and Domestic Commerce, hearings on H. R. 702, Committee on Ways and Means, House of Representatives, 
64th Cong., p. 207; Report of the Alien Property Custodian (1919), pp. 30-31. 

7 See sources cited in note 102, above. 

§ See note 22, above. 
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concession.’ The latter, in turn, could require our Government either to grant 
whatever compensatory concessions might be required to satisfy each of the com- 
plainants, or to be subject to sanctions imposed by OTC in the form of whole- 
sale withdrawal of concessions previously granted by the injured members of 
GATT to the United States.'° Obviously, those factors wi'l operate as the strong- 
est deterrent to United States obedience to its own domestic escape clause law."! 

Just what are the differences in our domestic escape clause and the related 
provision of GATT? They are these: 

Under United States law, if, as a result in whole or part of a concession granted, 
a product is being imported in such actual or relative increased quantities as to 
cause or threaten serious injury to the domestic industry producing like or di- 
rectly competitive products, relief can be granted in the form of (a) withdrawal 
or modification of the concession, (b) its suspension in whole or part, or (c) the 
establishment of import quotas, for the time and to the extent necessary to 
remedy the injury.” 

Under GATT," there is added to the causes which must be found as a prere- 
quisite to relief, first, the factor that the injury must also be due to “unforeseen 
developments” ; 

Nezi, the increase in imports must be absolute, rather than, as is permissible 
under mer law, a relative increase compared with domestic production or 
sales; an 

Third, increased imports alone cannot be the cause; they must also coincide 
with “such conditions” as to cause injury. 

These are not the only differences. United States law now makes it clear that 
“domestic industry”’ means only the part of the producing organizations [not an 
entire industry] making the competitive domestic product. Injury is to be 
measured with reference to the effect caused on just that part of the operations 
of the producing organizations concerned with the particular articles under con- 
sideration.“ There is no comparacle provision in the GATT escape clause, nor 
could there be an accommodating change in the future unless two-thirds of the 
members of GATT agreed to accept the changes which Congress has placed in 
our domestic law." 

The result of the obligations to which the United States has been committed 
under GATT, therefore, is (1) that we are not free to act in accordance with out 
own law and contrary to GATT because of the consequences of reprisal, and (2) 
the will of the United States Congress in the domain of its constitutional preroga- 
tive to regulate foreign commerce will be nugatory unless a minimum of some 20 
other nations agree with the principles it enacts into our domestic law. 

The importance of the escape clause remedy in our domestic law to our members, 
as well as other domestic industries, is shown by (1) the many appearances of our 
association and our members before congressional committees to urge its enact- 
ment; (2) the careful consideration given by the Congress itself to the legislation 
in 1951 and 1955; (3) the harmful effect of import competition on many of our 
dye and medicinals producers, revealed in peril point investigations in 1955 and 
1956 by the Tariff Commission; and (4) the extensive and deep reductions in or- 
ganic chemical duties (91 out of 119 duties reduced, 78 by 50 percent or more) 
and the hundreds of organic chemical products which are involved in current 
negotiations at Geneva. The possible prevention of further tariff reductions 
through the recent peril point proceedings will not be enough to restore our 
affected members to healthy conditions. Escape clause applications would seem 
to be necessary in some cases, particularly in dyes and medicinals. One such 
investigation is already presently under way by the Tariff Commission on the 


* Willard L. Thorp, Assistant Secretary of State for Economic Affairs, dvring the period when GATT 
was negotiated at Geneva in 1947 and the ITO Charter was negotiated at Habana, puts this problem into 
focus in his recent book, ‘‘Trade, aid or what,’”’ John Hopkins Press (1954). He states (». 75): 

‘““Where the limit may prove to be in various countries, when domestic objectives clash with international 
commitments is not clear. The United States has caref"lly explained its various escape clause actions to 
the GATT, and in the case of these restrictions, admitted that its action was such as to permit retaliatory 
action by other countries. When Congress called for the termination of the United States trade agreement 
bg Seren, the United States asked permission of the other members of GATT before taking 
the action.” 

19 See note 18 above. 

11 See note 24 above. 

12 Sec. 7, Trade Agreements Extension Act of 1951. 

13 Art. XIX, par. 1 (a). 

a oo (b), Trade Agreements Extension Act of 1955. 


wy. e., GATT’s article XIX would have to be amended to conform to the United States escape clause, 
For the requirements for amendments of GATT, see note 19, above. 
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important coal-tar medicinal intermediate para-amino-salicylic acid and salts—a 
wonder drug for tuberculosis.” ¥ 


The escape clause specified in United States law provides, among other things, 
that import quotas may be used to prevent or remedy threatened or actual injury 
to a domestic industry from increased imports.’ The State Department, on the 
other hand, committed the United States in GATT not to use import quotas, 
except in specified instances, none of which relate to United States imports of 
manufactured articles!*] 

Though congressional policy for the use of quotas in escape clause action was 
specified in 1951,?9 4 years after GATT was originally entered into, the State 
Department in March 1955 signed, in behalf of the United States, the protocol 
containing revisions to part Il of GATT which fails to change the prohibition 
against the use of import quotas in any manner material to escape clause relief?! 
The revised GATT escape clause also fails to specify the imposition of quotas as 
one of the permissible means for correcting import injury.22 This oceurred in 
spite of testimony in connection with GATT by then Chairman. Ryder of the 
Tariff Commission to the Senate Finance Committee in 1947 that import quotas 
are one of the most effective and flexible means for correcting such injury.” 

The association is aware, of course, that both England and Germany (the two 
most important coal-tar-dye producing nations in Europe) use import quotas to 
limit competition in their home market from foreign dyes.** It believes that 
import quotas may well prove to be the really effective long-term means of pre- 
venting or curbing serious injury in those areas of domestic production most 
seriously affected by increased imports resulting from trade agreement concessions. 
It sees no reasonableness at all in a commitment by our Government in advance 
that it will not use the means which expert judgment declares to be the most 
effective, yet flexible, of all in regulating foreign commerce in those areas which 
prove to be dangerously sensitive to increased imports stimulated by use of the 
trade agreements authority. 


OTC AS NOW PROPOSED DOES NOT CONFORM TO THE RANDALL COMMISSION’S RECOM- 
MENDATIONS AND THE PRESIDENT’S ADVICE TO THE CONGRESS CONCERNING 
THE NEGOTIATIONS ON AN ORGANIZATION TO ADMINISTER GATT 


The United States Commission on Foreign Economic Policy, established by 
Congress in 1953, was directed by it, among other things, to report on the General 
Agreement on Tariffs and Trade.** 

The Commission found that the failure to submit the GATT to Congress for 
review and approval, and questions concerning its constitutionality created un- 
certainty about the future role of the United States in GATT.”* It therefore 
recommends as follows:?7 


WU, S. Tariff Commission, Investigation No. 43 under sec. 7, Trade Agreements Extension Act of 1951, 
as amended. 

18.Sec.-7.(a) and (c), Trade Agreements Extension Act of 1951. 

1” Art. XI GATT states the general prohibition. Arts. XII, XIII, XIV, and XV state the exceptions. 

2% In sec. 7 of the Trade Agreements Extension Act of 1951. 

% Par. 1 H, I, J, and K, Protocol Amending the Preamble and pts. II and III of the General Agreement 
on Tariffs and Trade. 

2 Jbid., par. 1 O. 

23 In his testimony to the Senate Finance Committee in 1947 (then) Chairman Ryder said (hearings on 
ITO, Senate Finance Committee, 80th Cong., p. 607): 

‘*The escape clause and the procedures established by it provide what is very important to have amid the 
uncertainties of the postwar transition period, a flexible instrument for prompt and adequate action to pre- 
vent injury from an unexpectedly large and excessive increase in imports. And what is just as important 
to the maintenance of the trade-agreements program, by this provision it will be possible for the United 
States to take such safeguarding action with the minimum of risk of causing the other country party to the 
— to terminate the agreement, in whole or in part, as it of necessity is given the right to do in case of 
such action. 

“ The authority to impose quotas is important in this connection. 

“In temporary emergency situations, such as may arise in the transition period, quotas are probably the 
most effective method of import control. They may be set at such a figure as to prevent serious injury to pro- 
ducing interests and at the same time to permit a sufficient volume of imports to satisfy the exporting 
country.” [Italics added.] 

24 See notes 68 and 70. 

25 Sec. 309 (b) (5), Trade Agreements Extension Act of 1953. 

2% The Commission’s report to the President and the Congress states (p. 49): 

“The General Agreement on Tariffs and Trade has never been reviewed and approved by the Congress. 
Indeed, questions concerning the constitutionality of some aspects of the United States participation in 
the general agreement have been raised in the Congress. This has created uncertainty about the future 
role of the United States in the general agreement. It would be appropriate if the organizational provi- 
sions of the agreement were submitted to Congress, after renegotiation in accordance with the principles 
stated above.”’ [The “principles” referred to are set forth at footnote 27.] 

27 The exact text of the Commission’s recommendation concerning GATT is as follows (Report, p. 49): 

“The organizational provisions of the General Agreement on Tariffs and Trade should renegotiated 
with a view to confining the functions of the contracting parties to sponsoring multilateral trade negotiations, 
recommending broad trade policies for individual consideration by the legislative or other appropriate authorities 
in the various countries, and providing a forum for consultation regarding trade disputes. The organizational 
provisions renegotiated in accordance with this recommendation should be submitted to the Congress for 
approval either as a treaty or by joint resolution.”’ [[talics added.]} 
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1. The organizational provisions of GATT should be renegotiated with a view 
to (a) confining the functions of the contracting parties to (1) recommending 
broad trade policies for individual consideration by the legislative or other appro- 
priate autborities in the various countries, and (2) providing a forum for con- 
sultation regarding trade disputes. 

2. The organizational provisions renegotiated in accordance with the above 
recommendations should be submitted to Congress for approval. 

Inasmuch as the Commission’s primary recommendation was that the trade 
policies of GATT be submitted to the individual member countries for considera- 
tion by the legislative authorities, it is obvious that the Commission did not 
believe the United States should be committed to the rules in GATT on the basis 
of executive action alone. 

In his message to Congress on March 30, 1954, President Eisenhower indicated 
that the organizational provisions of GATT would be renegotiated in accordance 
with the Commission’s recommendations.”8 

Were they? Definitely not. Instead, the United States negotiators took 
the initiative in shaping OTC as a body to secure ‘‘the efficient operation of that 
agreement” through its procedure for complaints, rulings, sanctions, and expulsion, 
if necessary. 

Rather than confining the functions of OTC to the role of recommending 
trade policies for individual legislative consideration by its members, the State 
Department has set up OTC with procedures to place into effect and enforce 
GATT’s rules. The complaint, consultation, ruling, and decision powers of the 
OTC with its provisions for authorizing economic sanctions against an offending 
member found guilty of breaking GATT’s rules are directly contrary to the 
Commission’s recommendations. 

The procedure for expulsion of a member declining to accept new or amended 
rules also shows that GATT—OTC is not intended as a mere forum for consulta- 
tion and a recommending body. It is meant to exercise the collective sover- 
eignty over foreign trade which its members give up by agreeing to abide by 
GATT’s rules, and to permit them to be amended by a two-thirds vote in which 
each member has but one vote. 

It has been publicly acknowledged by GATT advocates that compliance by 
the State Department with the Randall Commission’s recommendations would 
have resulted in a far less powerful international body than is now the case.?® 
By exceeding its mandate, the United States delegation which revised GATT 
has set up a de facto supranational organization of considerable potential power! 
For this reason, congressional approval of United States membership in OTC— 
the body designed to guarantee GATT’s efficient operation—would be at one and 
the same time a ratification of the executive department’s acts in excess of au- 
thority, and a partial cession of United States sovereignty over its foreign com- 
merce. 


% Under the caption ““The General Agreement on Tariffs and Trade,” the President’s Message of March 
30, 1954, stated, in part: 


“The Commission on Foreign Economic Policy has recommended that the United States renegotiate the 
organizational provisions of the Agreement, so that the contracting parties acting collectively would confine 
their functions to sponsoring multilateral trade negotiations, recommending broad trade policies for individual 
consideration by the legislative or other appropriate authorities in the various countries, and providing a forum 
for consultation regarding trade disputes. 

“T shall act promptly on this recommendation. * * *.’’ [Italics added.] 

2% The “analysis and appraisal” of GATT published by the United States council of the International 
——— of Commerce in February 1955 states the following concerning the Randall Commission’s recom- 
mendation: 

“The Commission’s recommendation on this point, if followed literally, would seriously weaken 
oe as an instrument for promoting trade and settling trade disputes. The reasons why this is so 
relate to: 

The nature of the GATT machinery for handling disputes; 

The necessity for group judgment in applying certain rules to varying circumstances; 

The need for flexibility in waiving provisions of the agreement; and 

The fact that the willingness of governments to adhere to substantive commitments of the broad 
scope included in GATT may well be affected by the nature of the machinery for their administration.” 

Another disciple of an authoritarian GATT-OTC, former United States « e'egate to GATT conferences, 
Raymond Vernon, described the Randall Commission recommendation as seeming “to have certain un- 
friendly overtones.” He decided the recommendation had ‘‘ominous implicitions’” but took some hope 
from the statement in the President’s message of March 30, 1954 (following the excerpt quoted in note 127 
above), in which he said he would suggest revisions of the substantive provisions of the Agreement to make 
a “simpler, stronger instrument contributing more effectively to the development of a workable syste n of 
world trade.”” Vernon, America’s Foreign Trade Policy and the GATT, Essays in International Finaace, 
No. 21, Princeton University (1954), p. 20. 


75018—56—61 
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This the Randall Commission itself never intended. It should not be permitted 
by the Congress.” 
SUMMARY 


OTC as proposed for United States participation would have the power and 
purpose to police the compliance by its members of GATT’s rules for the conduct 
of international trade. 

Approval of OTC would be tantamount to approval of GATT and its rules. 
Many of those rules now exceed any de jure authority of the executive whose 
action has committed the United States to their observance. 

Many GATT rules are in conflict with United States laws, old and new, passed 
by Congress for the benefit of domestic industries, or to protect them from preda- 
tory practices of foreign competitors. 

Among these rules which approval of OTC by Congress would dignify are some 
which would directly impair the interests of the domestic organic chemical in- 
dustry. These include (1) a ban on the use of the American selling price customs 
value provision; (2) other customs valuation rules which would (a) outlaw use of 
foreign value, (b) change to the detriment of our members current United States 
practice regarding determination of usual wholesale quantities, and treatment for 
customs purposes of foreign internal taxes, and (c) require a detrimental change in 
United States value and the cost of production value base; (3) restrictive limita- 
tions on the use of antidumping and countervailing duties; (4) restrictive limita- 
tions on the use of the escape clause to remedy serious injury to a domestic indus- 
try; and (5) a ban on import quotas, even in conjunction with the escape clause to 
remedy serious import injury to domestic industries. 

Approval of OTC would constitute congressional acquiescence in those depar- 
tures from its own policy determinations in the areas described, now existing, and 
in unpredictable areas to arise in the future. 

These appalling consequences to United States participation in OTC should not 
have been presented for congressional consideration at all. They stem from a 
type of organization for GATT which is contrary to the recommendations of the 
Randall Commission. Recognizing the policy and constitutional questions in- 
herent in GATT, the Commission recommended renegotiation of the Agreement 
to confine the organization to sponsoring, reeommending, and consulting functions. 
Instead the State Department has created an investigating, decision-making, 
sanction-imposing, international body to police the obligations which GATT’s 
members are considered to have “accepted” in that Agreement. 

For these reasons, Congress ought not, and indeed constitutionally cannot, 
authorize United States membership in OTC. 


CONCLUSION 


On behalf of our members, we respectfully ask that the committee withhold its 
approval from H. R. 5550. 


The Cuarrman. We thank you, Mr. Moody, for your appearance 
and the information given the committee. 

The next witness is Mr. Ralph B. Dewey. Is Mr. Dewey here? 

Yome forward, please. Mr. Dewey, please give your name, address 
and the capacity in which you appear, for the record. 


STATEMENT OF RALPH B. DEWEY, WASHINGTON REPRESENTA- 
TIVE, PACIFIC AMERICAN STEAMSHIP ASSOCIATION 


Mr. Dewey. Thank you, Mr. Chairman. My name is Ralph B. 
Dewey. I am Washington representative of Pacific American 
Steamship Association, with headquarters in San Francisco, Calif. 
The Washington address is 1625 K Street. 


%© The Supreme Court has said of the nature of the constitutional power of Congress to regulate foreign 
commerce: 

“The power to regulate commerce is the power ‘to prescribe the rule by which commerce is governed.’ 
Gibbons v. Ogden (0 Wheat. 1, 196). It extends not only to those regulations which aid, foster and protect 
the commerce, but embraces those which prohibit it.” United States v. Darby (312 U.S. 100, 113). 

This is precisely the power which will be lost to Congress or greatly circumscribed if H. R. 5550 is approved. 
Thereafter it will be exercised in accordance with the will of a 34 majority of the 30 or so foreign nations ex- 


pected to sign the OTC agreement. It is an act which Congress cannot validly take. See Carter v. Carter 
Coal Co. (298 U. S. 238). 
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Ours is a trade association consisting of the principal American-flag 
steamship operators domiciled on the Pacific Coast. Our appearance 
at these proceedings is to support H. R. 5550 to provide for the more 
orderly administration of the General Agreement on Tariffs and 
Trade. 

Ours is a service industry and without exception our member 
steamship lines are not engaged in actual foreign trade. Steamship 
companies for the most part discovered early in the game that the 
technical business of foreign trade was much better left to those who 
could devote full time to it; and similarly that the operating of 
merchant ships is one which is best left to those who have a !ong 
tutelage in the business. It is in this atmosphere, therefore, that we 
appear in these proceedings as bystanders; yet more than that as 
beneficiaries of whatever devices can be proven in practice to promote 
a freer flow of goods in international commerce. 

Our association has wholeheartedly supported the Reciprocal Trade 
Agreements program and the various pieces of legislation which have 
extended it. We further realize that in order to get the widest benefit 
from the principle embodied in the Trade Agreements Act, that it 
needs to be translated into some sort of International Agreeme nt such 
as the General Agreement. 

Consistent with our views on RTA and GATT, therefore, we support 
the primary purpose of the OTC—that is, that of custodian and the 
administrator of the General Agreement. 

However, we are somewhat concerned that the secondary principle 
of that body, namely to develop information and make recommenda- 
tions to the participating governments on matters of international 
trade and commercial policy, is subject to abuse. 

This secondary principle of OTC is one which is undoubtedly an 
outgrowth of the first principle (that of custodian and administrator) 
and is undoubtedly necessary to serve the organization in its work. 
However, we would hope that the language of the President in com- 
municating his views on OTC to the Congress in April 1955, may be 
taken at face value where he states: 

The United States delegation which took part in the revision of the General 
Agreement was specifically instructed to reject all efforts to expand the functions 
of the new organization into fields other than trade. One measure of the success 
of the negotiations from the standpoint of the United States is the fact that the 
yroposed organization for trade cooperation is thus limited in its functions. 

ts effectiveness, in my judgment, will be enhanced by the fact that it has such 
specific and limited responsibilities. 

In this connection, we would also take literally the statement by 
the Secretary of Commerce in his memorandum for the cabinet 
wherein he states certain things which OTC cannot do as follows: 

OTC would be exclusively an administrative organization. It could not 
abridge the powers of the Congress with respect to customs or import duties. 
It could not make tariff concessions or modify in any way the United States 
tariff structure. 

OTC would not be supranational in any respect. It could not impose obliga- 
tions on its members. Its method would be persuasion. It could not impair 
in any way the sovereignty of the United States. 

If these statements cannot be taken literally, and if the OTC 
branches out into phases of commercial policy which transcend na- 
tional statutes, then our support for the legislation is misguided and 
subject to serious reservations. 
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As members of this committee may be aware, there is in the process 
of ratification at the present time an international body which will 
concern itself with maritime matters, to be known as the International 
Maritime Consultative Organization. This body will concern itself 
with not only technological matters as they relate to international 
shipping, but also to matters of commercial policy. Having in mind 
the imminence of this organization, and having in mind also the general 
observations made at the outset of this testimony—namely, that 
shipping matters and foreign trade matters each require separate 
treatment by specialists—we would presume that the OTC would 
find it inappropriate, as per the terms of article 3 (b) (iii) of the OTC 
Agreement, to get into matters which are more properly within the 
jurisdiction of some other international body. 

There is no gainsaying that the general agreement needs a corpo- 
rate entity to serve the members of GATT in their efforts to reduce 
barriers and discrimination in world trade, and for this reason our 
association, representing as it does a substantial number of American 
shipping operators, supports H. R. 5550. However, we would ear- 
nestly commit to the consideration of the committee for inclusion in 
the report on the bill a clear statement as to the limits within which 
OTC can appropriately concern itself. 

Thank you, Mr. Chairman. 

The CuarrmMan. Does that complete your statement? 

Mr. Dewey. Yes, sir. 

The CHarrMANn. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Keogh, of New York, will inquire. 

Mr. Kzoau. I would like to ask Mr. Dewey if he has any official 
knowledge of whether the east coast operators have taken any position 
on this pending bill. 

Mr. Dewey. To my knowledge, the east coast operators have 
chosen to remain silent on this legislation. If I can presume upon 
their opinion on this, they are somewhat deeply concerned about the 
secondary principle of the OTC of branching out into matters of 
commercial policy, especially having in mind that there is perhaps 
soon to be an international body that will handle those maritime 
matters. 

Mr. Krocu. Can you tell me whether your organization is a member 
of the American Merchant Marine Institute? 

Mr. Dewey. No, sir; we are a separate organization. We perform 
many of the same functions. We are a regional group of the Pacific 
coast steamship operators. 

Mr. Krocu. Thank you. 

The CuarrMan. Mr. Reed, of New York, will inquire. 

Mr. Rerep. Mr. Dewey, you start out by saying: ‘‘a trade asso- 
ciation consisting of the principal American-flag steamship operators 
domiciled on the Pacific coast.”” About how many ships are con- 
cerned now in this organization? 

Mr. Dewey. We have 12 companies; about 150 first class, fast 
American operators in the scheduled berth services of the commerce 
of this country. 

Mr. Reep. Tell me this, because I am interested. How many of 
those ships were built in our American shipyards? 
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Mr. Dewey. Every one of them. 

Mr. Reed. I am giad to hear that. 

Mr. Dewey. Yes, sir; and they will be replaced by ships also built 
in the American yards. 

Mr. Reep. Thank you very much. 

The CuarrMan. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Simpson. Mr. Dewey, I am interested in that organization 
being set up, the International Maritime Consultative Organization. 
Is that an industrial organization or a governmental organization? 

Mr. Dewey. It will be a tripartite organization of édlineten taken 
from labor, from management, and from Government. 

Mr. Stmpson. From Government? 

Mr. Dewey. Yes. It will be an affiliate of the United Nations. 
It is short of ratification by some 2 or 3 countries at the moment. 

Mr. Stmpson. It is a part of the United Nations? 

Mr. Dewey. It will be an affiliate of the United Nations and will 
report—I stand corrected if someone can correct me—to the economic 
and social couacil. 

Mr. Simpson. I do not want to open the subject further than neces- 
sary, but I want to ask you this: Is your objection to that second part 
of the duties you interpret OTC would have in the fact that it might 
infringe upon this organization? 

Mr. Dewey. Yes, that is precisely it, Mr. Simpson, and I am sure 
that if you were to spend as long in this business as I have, since I 
wis a boy on the waterfront in San Francisco, you would see there is 
always a considerable cleavage between the people that have the cargo 
to ship and the people that run the ships, and if you put in the same 
organization the adjudication of commercial matters you run into prob- 
lems of settlement that really are not possible within such a frame- 
work. It is best to leave foreign trade to GATT and leave maritime 
matters to those who are experts in it, within, of course, the frame- 
work of each country’s own foreign policy and commercial needs. 

Mr. Stmpson. It is contemplated then that the new group would 
handle such matters as what? Currency matters? 

Mr. Dewey. No. There are a great many organizations—I would 
say a half dozen principal organizations—that are sort of, let’s say, 
floating around without any groundwork at the present time. They 
would become part of it. For instance, you have certain marine insur- 
ance conventions. You have load line. For instance, a ship can only 
be loaded to certain maximums for the safety of the seamen and the 
cargo. That is a product of an international convention that has met 
for 80 years. That body would probably come under this group. 

There are a number of other technological matters of safety at sea, 
and so forth. 

Mr. Simpson. But some of those same safety factors, and the load 
line, and so on, would have a bearing, though maybe indirectly, upon 
international trade? 

Mr. Dewey. This organization can’t completely divorce itself from 
the industry it serves. 

Mr. Simpson. However, I cannot conceive of OTC carrying on the 
obligations imposed on it here—— 

r. Dewny. I can’t either. 
Mr. Simpson. Without going into those very areas. 
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Mr. Dewey. I don’t think they would. I don’t think it is the 
technological aspects of international shipping that we fear an en- 
croachment of nearly so much as the matters of commercial policy. 
That gets into matters of national statutes on shipping. 

When I am speaking of commercial policy that is what I refer to, 
and that is the area, the domain, which we would prefer to have 
reserved to some other body that knows more about shipping. 

Mr. Srupson. I can understand that. I can understand it and I 
am glad you brought it to our attention. 

That is all, Mr. Chairman. 

The CuarrMan. Mr. Byrnes, of Wisconsin, will inquire. 

Mr. Byrnes. Is an example of what you were just talking about 
with Mr. Simpson our 50-50 provision, for instance? Is that some- 
thing that you would think there might be the slight possibility that 
GATT would get into, or some possibility that GATT would get into, 
where it has no business in that area? 

Mr. Dewey. That would be one, Mr. Byrnes, and conversely other 
foreign countries have preferences which are not matters of statute, 
but are matters of commercial practice, exchange preferences, insur- 
ance preferences, and a number of things. 

Mr. Byrnes. And those would certainly be outside of the purview 
of GATT. 

Mr. Dewey. Yes. We have some and they have some and they 
should be taken up by an international body that knows shipping, 
and that is our position. 

Mr. Byrnes. That is all, Mr. Chairman. 

The CuarrMan. Are there any further questions? 

If not, we thank you, Mr. Dewey, for your appearance and infor- 
mation given the committee. 

Mr. Dewey. Thank you. 

The CuarrmMan. The next witness is Mr. Thomas D. Rice. Is Mr. 
Rice here? 

Come forward, sir. Please give your name, address, and the ca- 
pacity in which you appear for the record. 


STATEMENT OF THOMAS D. RICE, EXECUTIVE SECRETARY, MASSA- 
CHUSETTS FISHERIES ASSOCIATION, INC., AND SECRETARY, 
FEDERATED FISHING BOATS OF NEW ENGLAND & NEW YORK, 
INC, 


Mr. Rice. Mr. Chairman and members of the committee, my name 
is Thomas D. Rice. Iam the executive secretary of the Massachusetts 
Fisheries Association, Inc. and secretary of the Federated Fishing 
Boats of New England and New York, Inc. In connection with the 
proposed legislation H. R. 5550, I have been authorized to speak for 
and in behalf of the Gloucester Fisheries Association, Inc. of Glou- 
cester, Mass., and the American Tunaboat Association of San Diego, 
Calif. I also appear as a member of the Nation Wide Committee of 
Industry, Agriculture and Labor on Import Export Policy. 

H. R. 5550 contains all the legal machinery needed to administer a 
coup de grace to whatever power Congress still possesses to regulate 
treaties, trade, and tariffs. The Constitution of the United States 
was designed as an instrument under which a free people could govern 
themselves through their duly elected Representatives to the Congress. 
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It specifically delegated to Congress the right to regulate our foreign 
commerce, assess and collect taxes and duties. There was a definite 
purpose for the creation of this responsibil'ty and it was to protect the 
economy of our own citizenry when the United States Government 
contemplated trade negotiations with foreign countries. This con- 
gressional mandate was written into the Constitution by the citizens 
of the United States. Yet, as I prepared this statement, it came to 
me in shocking reality, how flagrantly and openly, how defiantly a 
handful of administrators and executives in one of our Government 
agencies during the past 10 years have wrenched th's authority away 
from Congress. They have bent it and twisted it to conform to their 
own ideas as to how a democratic form of government should function 
and who shall negotiate its treaties and its trade agreements. 

The fishing industry of the United States knows from bitter experi- 
ence what can happen to a domestic industry that has been forsaken 
by its own Government, preyed upon and ravished by foreign 
opportunists. Our present policy concerning trade between nations is 
ruthlessly destroying what was once considered the backbone of our 
American way of life, the small business concern and the independent 
industrial operator. Our State Department through Mr. Dulles has 
recorded the administration as favoring the passage of this bill. This 
is notice to the world and to all American business concerns that any 
domestic industry under pressure because of foreign competition is 
headed for the auction block. The propaganda circulated by the 
State Department in the form of a pamphlet entitled “Introducing— 
Organization for Trade Cooperation’ seems to be an integral part of a 
deadly campaign to completely divest Congress of its treaty making 
powers and invest them within the confines of the State Department 
with no right of appeal or petition for redress available to any industry 
in need of help. H. R. 5550 also serves notice on Congress that with 
the passage of this bill you, the Congress of the United States, will no 
longer concern yourself with matters of trade and commerce. 

The people working in the fishing industry fear this bill. That fear 
stems from the bitter suffering and jiardships the industry has had to 
endure since the end of World War II under the trade agreements 
program. We interpret this bill to be an all out effort by the State 
Department to remove once and for all, those elements of our industrial 
life that dare to question the department’s motives in its attempt to 
create a world trade program. It’s no secret that the American public 
views every move of the State Department with suspicion and 
cynicism. It radiates a personality not in keeping with the true 
principles of democracy. It knows what the present trade policy is 
doing to many American industries but has never done anything to 
lighten their burden or offer practical relief measures. 

There have been many, many petitions for relief filed with the 
Tariff Commission. Very few received the nod of approval, the 
majority of those that did have had the legs cut from under them when 
their petitions were referred to the White House for presidential 
review. It is here, that the State Department with its arm around 
the foreign exploiter, advises the White House to deny petition 
after petition on the grounds that “‘it is inimicable to our national 
interests.”” We in the fishing industry have had one bitter experience 
with the department and we don’t want another one like it. 
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In 1948 our second petition in 6 years was turned down by the 
Tariff Commission, strictly on party lines. We arranged a meeting 
with officials of the State Department thinking that we could convince 
them that the industry was badly in need of understanding and help. 
We were treated politely, but there was an undercurrent of cool 
indifference which very quickly came to the surface when one of the 
officials of the Department casually stated “Well, if you can’t make 
a living in the fishing industry in your own country, why don’t you 
move to a country where you can.”” We were shocked and stunned. 
It left us wondering whether we were dealing with a department of the 
United States Government or a distant division of the Kremlin, 
The question has never been satisfactorily resolved. 

This experience was not ours alone, the tuna industry of California 
experienced the same treatment but in a more subtle manner. They 
conferred with the State Department about a year ago. The purpose 
of the meeting was to try and solve the import problems confronting 
the American tunaboat operators. They weren’t told to get out of the 
country as were we. No indeed, to the contrary, the State Depart- 
ment submitted a program suggesting 5 avenues which offered sup- 
posed solutions to their problems and the meeting adjourned. The 
tuna interests were well aware that they had received the standard 
“brush off’’ but in good conscience and out of desperation thoroughly 
probed each suggested avenue of relief. Every one of them ended up 
m a blind alley. They turned back to the Department and said 
“Well, we’ve done what you told us to do—now what?’ The State 
Department would have them refer the question to the OTC. 

This proposed legislation constitutes a challenge to the citizens of the 
United States and to Congress. The challenge dares to oppose the 
will of the people. The challenge defies the right and the power of 
Congress to write the laws that are to determine the destiny of this 
Nation. The challenge dares Congress to try to stop this usurpation 
of its duties and responsibilities by the State Department. 

H. R. 5550 which would create OTC has as one of its precepts the 
establishment of a legislative body which will rule on matters of 
trade and tariffs between nations. In this legislative assembly the 
United States will be allowed one vote, one vote out of 35. That 
one vote will determine the future of hundreds of American industries. 
That one vote will establish the wage scale and working conditions 
of millions of American workers. That one vote will determine the 
extent of capital investment in American enterprises. That one vote 
cast at Geneva, Torquay, Buenos Aires, or Calcutta will influence 
and sway the whole economy of the United States. If the Congress, 
by its.approval and acceptance of this bill grants such totalitarian 
powers to the State Department it will violate its sworn responsibility 
to protect and defend the Constitution of the United States of America. 

In the name of the organizations whom IJ represent I urge the 
defeat of this proposed legislation. 

The CuarrmMan. Does that complete your statement, Mr. Rice? 

Mr. Rics. Yes, sir. 

The Cuarrman. We thank you for your appearance and the 
information given the committee. 

Are there any questions? 

We thank you, sir. 

Mr. Wheeler, we will hear you now. Please give your name, address, 
and capacity in which you appear for the record. 
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STATEMENT OF CARL D. WHEELER, MANAGER, HARDWOOD PLY- 
WOOD DIVISION, GEORGIA-PACIFIC PLYWOOD COMPANY 


Mr. WHEELER. My name is Carl D. Wheeler. I am manager of 
the Hardwood Plywood Division of the Georgia-Pacific Plywood 
Co. My home is in Savannah, Ga. 

I am appearing on behalf of my company and the other 54 hard- 
wood plywood manufacturers, members of the Hardwood Plywood 
Institute. 

The hardwood plywood manufacturers are opposed to H. R. 5550 
for reasons which | will outline briefly. 

The American hardwood plywood industry has been damaged and 
seriously retarded in its development as the result of tariff reductions 
made under the General Agreements on Tariffs and Trade (GATT) in 
1950, at which time tariffs on plywood were reduced 50 percent, the 
maximum amount permitted by the Trade Agreements Act. Since 
the reduction of the tariff in 1950, hardwood plywood imports have 
increased 927 percent and now absorb approximately 42 percent of 
the domestic hardwood plywood market. In terms of quantity, hard- 
wood plywood imports have increased from 67 million square feet in 
1951 to 618.5 million square feet in 1955. The damage to our industry 
has resulted from the loss of our proportionate share of the market 
and the low prices of the imported plywoods from countries having 
extremely low wage scales in relation to the wage scale in our industry. 

Japan is the principal offender, hardwood plywood imports from 
Japan have increased 3,347 percent since the reduction of the duty 
under GATT, from 12.8 million square feet in 1951 to 428.7 million 
square feet in 1955. Japanese plywood }-inch thick is presently 
being sold United States dock side, duty paid, at $55 a thousand 
square foot, the lowest priced American hardwood plywood of a 
comparable grade costs the American manufacturer approximately 
$80. In Japan, the plywood worker receives one-tenth the wages 
paid in the United States. 

Congress last year enacted legislation increasing the minimum 
wage, this will increase the costs of making hardwood plywood, 
especially in the South. As a result of the action of Congress, an 
additional competitive advantage has been given to the foreign pro- 
ducers of hardwood plywood, particularly the Japanese, which will 
create further difficulties for the American industry and its employees. 
We feel that where Congress finds it necessary to increase costs of the 
American manufacturer by increased wages, social security, or other 
means, that it should also enact legislation which would assure that 
American manufacturers and their employees will not be penalized 
by such action for the benefit of foreign manufacturers, who with the 
assistance of their governments, maintain a wage scale much lower 
than ours in order to appropriate our markets which have been created 
by the American producer at great expense. 

A quota on plywood imports is essential to prevent irreparable 
damage to the American hardwood plywood industry. Our industry 
has exhausted the provision for administrative relief, our application 
for escape clause relief was denied on the ground that the recession 
of 1954 was the cause of the non-profit condition in our industry. 
This in spite of a finding that hardwood plywood consumption in the 
United States in 1954 was at an all-time peak. The imported ply- 
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woods had absorbed the market which would otherwise have been 
ours. We must look to Congress for relief in order that our industry 
will not be destroyed. 

I am not familiar with the provisions of GATT. I understand it 
comprises some 800 pages. It would be helpful to all Americans if 
GATT were fully explained to them. I do not know that GATT 
inhibits quotas to the United States because the United States does 
not come within the exceptions under which foreign countries are 
permitted quotas. Quotas are opposed by the State Department on 
the ground that for the United States to provide quotas would con- 
stitute a repudiation of GATT. It is my understanding that Congress 
under our Constitution has the exclusive authority over foreign com- 
merce. GATT has never been approved by Congress, so it would 
appear that by agreeing to GATT, the State Department has assumed 
the powers of Congress. Is Congress to continue to permit the State 
Department to control our foreign commerce or permit the State 
Department to pass its control on to a body dominated by foreign 
countries? As voters, the hardwood plywood manufacturers and their 
employees have never been informed or consulted about our wishes 
on Congress giving up its powers as our representative. We feel that 
all Americans should have this issue put squarely to them and be given 
the opportunity to express their views. 

H. R. 5550 does not throw any light on the provisions of the Agree- 
ment for the Organization for Trade Cooperation (OTC). H.R. 5550 
would authorize the participation in OTC without Congress consider- 
ing GATT which OTC is to administer and enforce. It is admitted 
by the proponents that GATT has authority over tariffs and trade, 
and OTC is to administer and enforce GATT. GATT is the law; 
OTC the enforcement agency. If this is not true, why is OTC re- 
quired? The American hardwood plywood producers are opposed to 
this back door approach to get approval for GATT. 

The Americans for whom I appear, believe in our representative 
form of government, we do not favor Congress delegating its consti- 
tutional powers to a foreign agency or to a State Department repre- 
sentative who does not have to report to or account to the people. 

The feelings of the people for whom I appear are rather strong. 
I am confident that many, many Americans feel equally as strong on 
this question. If you do not hear from them, it is becasue they have 
not been told the true significance of this plan to delegate the powers of 
Congress to a foreign body. 

The American hardwood plywood producers sincerely hope that 
Congress will reassert its authority over foreign trade. We respect- 
fully ask that the committee report sntavetatty on H. R. 5550. 

Thank you for hearing me. 

The CHatrman. Does that complete your statement? 

Mr. WHEELER. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

Mr. WuHeeter. Thank you. 

The Cuairman. The committee will stand adjourned until 2 o’clock 
this afternoon. ; 

(Whereupon, at 12:32 p. m., a recess was taken until 2 p. m., this 
same day.) 
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AFTERNOON SESSION 


The committee reconvened at 2 p. m., upon the expiration of the 
recess. 

The CHatrMANn. The next witness is Mr. Redington Fiske; is Mr. 
Fiske here? Apparently not. 

The next witness is Mr. Jean Vuillequez. Is Mr. Vuillequez here? 

Please give vour name, address, and the capacity in which you ap- 
pear, for the record. 


STATEMENT OF JEAN VUILLEQUEZ, VICE PRESIDENT, 
AMERICAN METAL CO., LTD 


Mr. Vurtieqvez. Thank you, Mr. Chairman. 

My name is Jean Vuillequez. I am vice president in charge of sales 
of the American Metal Co., Ltd., a New York corporation which 
produces and markets substantial quantities of copper, lead, zinc, 
and potash. 

To save time I shall not read my prepared statement, which I ask 
be included as part of the record. 

The CHarrMAn. Without objection it may be included in the 
record. 

(The statement referred to is as follows:) 


STATEMENT OF JEAN VUILLEQUEZ OF THE AMERICAN METAL Co., Ltp., In Sup- 
PORT OF House RESOLUTION 5550 SUBMITTED TO THE Ways AND MEANS 
CoMMITTEE OF THE HovusE OF REPRESENTATIVES, WEDNESDAY, Marcu 14, 1956 


* My name is Jean Vuillequez. I am vice president in charge of sales of The 
American Metal Co., Ltd., a New York corporation which produces and markets 
substantial quantities of copper, lead, zine and potash. 

As an American citizen and businessman, I am firmly convinced that it is 
essential for the United States to endorse membership in the Organization for 
Trade Cooperation. Such membership is important not only to the United 
States, but to the entire world not behind the Iron Curtain. The position of 
leadership oceupied by this country carries with it world obligations; we are ob- 
liged to think and act in terms of our collective security in meeting the challenge 
of economic warfare cast by the Communist countries. 

There are two reasons why the Organization for Trade Cooperation is urgently 
needed. The first is organizational. The General Agreement on Tariffs and 
Trade, in which the United States has participated under authority vested in the 
President by the Trade Agreements Act, requires an effective and continuing 
organization, the OTC, to deal efficiently with its administrative problems. The 
second reason is more important. Approval of membership in the Organization 
for Trade Cooperation, especially by the United States, would constitute an en- 
dorsement of the principle of international cooperation in trade; this will strength- 
en GATT and the economic base upon which the welfare of the free world rests. 
Failure to approve membership would constitute repudiation of the principles of 
GATT, would undermine its effectiveness and make its continued existence un- 
certain and insecure. It would be a blow to economic cooperation between the 
United States and her allies. 

Trade restrictions disrupt and weaken the free world alliance. To meet the 
economic challenge of the Communist countries will require the fullest possible 
mobilization of the economic resources of the United States and of the other free 
nations. A new wave of protectionism, with its tendency to shrink international 
trade, would present a hazard that should not be risked. International trade 
has been greatly expanded since the end of World War II. The General Agree- 
ment on Tariffs and Trade has played an important part in the gains that have 
been made. It is essential that the ground gained should not be lost. 

Any agreement, private or international, entails the voluntary surrender of 
some freedom of action to gain an advantage. Opponents of the Organization for 
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Trade Cooperation contend that by accepting membership the United States 
would be surrendering some part of its sovereignty. They also advance a legal 
argument to the effect that some of the authority granted by Congress to the 
President has been unconstitutionally delegated | him to the GATT organiza- 
tion and would now be so delegated to the OTC. In my opinion these arguments 
are designed to foster the aims of the basic protectionist fear of competition. 

The General Agreement on Tariffs and Trade is to a large extent an outgrowth 
of United States trade policy and was created to perform three major functions: 

1. To provide a means for reciprocal tariff concessions and for the relaxation 
of other barriers to trade among member-countries. 

2. To provide general trade rules to guide the conduct of member-countries 
in international rrade. 

3. To provide a forum for discussion and voluntary settlement of international 
trade problems and disputes. 

The principle of reciprocity is basic to GATT. The purpose of the Organiza- 
tion for Trade Cooperation is to provide organizational machinery for administer- 
ing GATT. Its structure is simple. Its members would be the contracting 
parties to GATT and there would be an assembly consisting of representatives 
of all members which would meet periodically. An executive committee com- 
prising 17 countries (including the United States) would carry on the work of the 
OTC between sessions. 

The OTC would administer trade rules voluntarily accepted by the members, 
It would have no power to impose obligations on any of them and no power to 
fix or change tariff rates. It would sponsor tariff negotiations, but the responsibility 
for tariff decisions would rest with the individual member-countries. Any mem- 
ber feeling it could not comply with the trade rules established by the OTC and 
GATT would be free to withdraw. There are only two means available to OTC 
for inducing compliance with trade rules: First, the moral force of international 
public opinion, for a country cannot lightly violate rules of conduct adopted 
voluntarily with a munber of other countries. Second, if a member has seriously 
infringed the trade rules, OTC may authorize other members to withdraw trade 
benefits extended to the offender. Under certain exceptional circumstances, 
OTC would have the power to waive obligations under GATT. Clearly, the 
OTC would have no supra-national powers. The contentions of its opponents 
that membership would mean a loss of United States sovereignty are not supported 
by the facts. 

As to constitutionality, Congress has nine times since 1934 renewed the Trade 
Agreements Act. The Supreme Court has held that by legislating an “intelligible 
principle” in connection with a grant of discretion to the President in administer- 
ing an act, the Congress has fulfilled its law-making function. The Trade Agree- 
ments Act established the “intelligible principle’ of reciprocity to which the 
President has conformed in connection with the multi-lateral trade agreements 
embodired in participation in GATT 

The American Metal Co., Ltd., whose views I represent, strongly believes that 
there should be no tariffs on raw materials of which the United States in whole or 
in part is dependent on foreign sources of supply. In general, it feels that the trend 
should be toward lower tariffs, especially where compensating concessions are 
secured in exchange from foreign countries which create larger markets for United 
States exports. We believe that on balance our country stands to gain greatly 
from a reduction of tariffs. The overall interest of the American worker clearly 
lies in higher United States exports because many more workers are employed in 
exporting industries than in industries competing with imports. He as well as 
all others has another vital stake to protect as consumer and taxpayer. The 
lower prices which follow tariff reductions free part of disposable income for the 

urchase of commodities for which otherwise there would have been no demand. 

he beneficent effects of such greater consumption on production, employment 
and trade need not here be stressed. Tariffs have a double-barreled effect on 
the consumer. They not only involve payment of the import tax through higher 
prices for the commodity directly involved, but also raise the prices to him of 
competing domestic productions. Such hidden taxes on the consumer do not 
benefit the Nation as a whole but serve only the special domestic interest shielded 
by the tariff. Indeed, such duties may have a harmful effect in preventing the 
movement of manpower and capital from uses where they are relatively unpro- 
ductive to others where they would increase our gross national product. 

The American Metal Co., Ltd., is especially concerned with nonferrous metals 
and minerals. We believe it is not desirable for duties to be imposed on non- 
ferrous metals since we are not self-sufficient in these metals and for the fore- 
seeable future will continue to be dependent on foreign sources of supply. Any 
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duties which might benefit marginal lead-zinc mines, would penalize the smelters 
and refineries dependent upon imported ores and concentrates. For example, 
our own subsidiary, Blackwell Zine Co., Inc. of Blackwell, Okla., is dependent 
upon concentrates chiefly coming from Mexico. Measures tending to shrink the 
supply or raise the cost to consumers would have an adverse effect at Blackewll 
and on other United States smelters also dependent at least in part on foreign 
raw material. It would be more difficult for them to compete with foreign smelters 
= oe material needed to supply the metal-fabricating industries of the United 
ates. 

The trend toward the removal of trade barriers which has progressed so far as 
a result of the operation of GATT should be maintained. The United States 
needs strong and economica'ly healthy allies. It was to further United States 
foreign trade policy that GATT was formed. It would be a serious mistake not 
to continue and improve its operation. The United States has a major stake in 
this agreement. GATT would probably collapse if the United States fails to 
participate in the Organization for Trade Cooperation. 

Mr. VurmtLeQueEz. I would like to make a few comments. I believe 
that the United States should become a full fledged member of the 
Organization for Trade Cooperation and thus strengthen the oper- 
ations of GATT. 

I regard GATT as a multilateral agreement under the reciprocal 
trade program. 

Opponents to our joining OTC claim, among other things, that the 
United States would be surrendering some part of its sovereignty and 
that the authority granted by Congress to the President has been 
unconstitutionally delegated by him to GATT and would be so 
delegated now to the OTC. 

As set forth in our prepared statement, we do not agree with these 
arguments and we point out that any agreement of this nature entails 
the voluntary surrender of some freedom of action to gain the broad 
advantage we seek. 

I have been very much depressed and disturbed by criticisms of our 
international trade policy from our foreign friends. There would be 
wide international criticism and I think unfortunate repercussions if 
the United States did not join the OTC. 

The New York Times on Monday, March 6, carried an article from 
Geneva by Michael L. Hoffman, from which I quote: 

It is the Soviet Union’s ability to buy products of the underdeveloped countries 
of the Middle East, Latin-American, and Southeast Asia that poses the problem 
for the West. Cotton, rice, wheat, fruits—indeed almost any variety of food 
products—rubber, and the whole range of nonferrous minerals are the principal 
products involved. 

Similarly, a clipping from the Herald Tribune of March 2, by 
Joseph Newman, from Montevideo, Uruguay. The former president 
of Uruguay is understood to have said that the United States policy 
of trade barriers at home and sales of agricultural products abroad 
has forced Uruguay to seek relief in markets behind the Iron Curtain. 

He edited that Russia is buying increasing quantities of 
Uruguayan production, and Communist China has been approached 
to do likewise. 

The same article states that this former president of Uruguay, Mr. 
Luis Batile Berres, is regarded as a stout defender of the democratic 
way of life and a vigorous opponent of communism. 

In the discharge of my duties as vice president in charge of sales of 
the American Metal Co., I travel abroad frequently and my personal 
observations are that we must take every action possible to retain 
our friends abroad. 
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I believe OTC and GATT will help us. If we drop out of OTC, we 
will impair our friendship with countries we need very badly, and 
who need us. 

I believe there is nothing in H. R. 5550 or in GATT which interferes 
in any way with the inherent right of Congress to enact legislation 
inconsistent with GATT. 

Furthermore, industries which are injured by GATT can have 
recourse to the peril point provisions to be examined by the Tariff 
Commission. 

To my mind a very good example in inverse ratio that 
the Congress can overcome any GATT action is in my own industry. 

Take copper. GATT decided that the United States tariff on 
copper should be one-half of the legislative tariff, that is, 2 cents 
instead of 4 cents per pound. 

After examining the facts this committee recommended, and 
Congress passed, a bill suspending the 2-cent tariff for 3 years, but 
but with a peril point safeguard. 

As general events proved, this was very wise legislation. Without 
itfour manufacturing industries would have lost badly needed supplies 
and, I might add, the Soviet bloc would have found it much easier to 
buy, strategic me tals aw ay from the United States. 
> Similarly, if the Congress finds that our negotiators in OTC or 
GATT have not done a good job, they can legislate i in opposition to 
such a deal. 

In our own company if one of our negotiators makes a bad trade, 
we are stuck with it. With GATT and OTC a poor horse trade can 
be reversed by the Tariff Commission or by Congress. 

The CuatrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Next is Mr. A. F. Metz. 

Please give your name, address, and the capacity in which you 
appear, for the record. 


STATEMENT OF A. F. METZ, CHAIRMAN OF THE BOARD AND 
CHIEF EXECUTIVE OFFICER, OKONITE CO. 


Mr. Merz. Mr. Chairman, my name is A. F. Metz. I am chair- 
man of the board of the Okonite Co. of Passaic, N. J. 

I have been selected to represent the National Electrical Manu- 
facturers Association. 

It seems hardly believable that the administrative agencies of this 
great Government unanimously would place responsibility for its 
foreign trade in the hands of an international agency in which it has 
less than a 3 percent voting interest. 

That our membership is recommended in such an agency, which 
includes nations with an equal vote such as Czechoslovakia—behind 
the Iron Curtain—India, and Burma—greatly influenced by Mos- 
cow—and many small nations, surpasses credibility. 

That we be asked to deliberately subject ourselves to another sound- 
ing board for Communist line vituperations and for all other nations 
small or large to scream accusations of all sorts against the United 
States, seems as much fantasy as the Arabian Nights. 

1 am sure that the protestors preceding me against H. R. 5550 have 
more ably and convincingly argued and documented the opposition’s 
case than I possibly could. 
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It would, therefore, seem wise to speak to two less arguable facets 
of this controversy; namely, its cost, and, more importantly, its threat 
to our defense, both of which I am sure will have your searching 
investigation. 

Expense: H. R. 5550 devotes 13 lines to the authorization of this 
country’s participation in OTC, and 21 lines to the authorization of 
expenditure for the purpose. 

I submit that this is portentious and adds one more Pandora’s Box 
to our collection of international bribes to devise frustrating ententes 
with so-called friendly nations. 

This bill can develop a bureaucracy that can dwarf all others and 
become a costly addition to the annual foreign assistance now requested 
in the amount of $5 billion plus billions more in the defense and State 
Department budgets. 

As Cicero might have said, “(How long, oh how long will it take, 
and how much money do we have to spend to learn that friendship 
and loyalty to a cause simply cannot be bought?” 

Is it not time to admit that free access to limitless United States tax 
dollars is too great a temptation for any human being or any group of 
human beings to resist? 

Senator Byrd and his committee, for nearly 20 years, have struggled 
with Government expense and control. 

President Hoover and his commissions have laboriously produced 
two masterful documents as to Government administration efficiency. 

Presidents Wilson, F. D. Roosevelt, and now President Eisenhower, 
have run on platforms for economy in Government, yet our budget 
s not balanced and is increasing along with the debt. 

No human being should be asked to resist as a civil servant what he 
could not possibly do as a citizen. If limitless wealth were available 
to an individual, a new Cadillac would be had every time the wind- 
shield became dusty, that is human nature. 

Might I therefore recommend your serious attention to the ex- 
hortations for tax rate limits contained in proposed legislation now 
before Congress. Believe me, the Nation will rally to such a safe- 
guard. Government will become stronger, particularly in the con- 
stitutional areas of State and defense. Bureaucracy will become 
subservient. Communism will be thoroughly discouraged. Citizens 
will gain character, independence and thrift, and you, gentlemen, will 
not be placed in the ridiculous and impossible position of being all 
things to all men, and, once more, you may enjoy the untroubled sleep 
of the righteous. 

Just what will OTC cost the United States? Will 3 percent be our 
share, or will it be 70 percent? Are there to be strict limitations on 
this expenditure? 

We seem to have enough unanswerable problems in our own internal 
budget without assuming further unknown quantities in the way of 
global expenditures. 

Please save us from this irresponsible and frenzied urge to pour our 
substance all over the world. H. R. 5550 expenditure will buy you 
nothing. 

Defense: H. R. 5550 is a device to remove tariff protection by fiat 
even for those industries whose products are the base of our defense 
manufacture. 

I amin the electrical manufacturing business and restrict my re- 
marks to that element of our great productive job making industries. 
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Regardless of what is said by the exporters, importers, and ill- 
advised State Department officials, the domestic manufacturer of large 
electrical generating and distribution equipment will definitely die, 
should we continue to refuse protection against competitive labor and 
other costs which are only a fraction of our own. 

I have very recently visited Italy, Germany, and England, and 
found labor rates to be no more than one-fourth of what they are in 
this country. 

Furthermore, they operate on a 48-hour week, and their productiv- 
ity and equipment are fully the equal of that in this country. 

In spite of the fact that their recent improvement is due basically 
to some development of their own markets, they press for the American 
market which, naturally, provides for a far better price advantage, 
due to our own high labor costs. That, again, is human nature. 

The testimony at the hearings on H. R. 1, last year, substantiates 
these statements. Nations which are friendly in time of hot war are 
not necessarily friendly, businesswise, in time of peace or cold war. 

This is also a reflection of human nature. 

If foreign manufacturers are given a long term United States sub- 
sidy through free trade, you may be sure that any domestic product 
which requires a high percentage of labor is bound to disappear. 
That is what happens—is happening—and always will, to high- 
quality, custom-made products in any industry. It will drive some 
of the companies making such products to establish foreign plants to 
supply the United States market, and press for your guarantee against 
loss through war and confiscation. 

In the meantime, such manufacture and the jobs for its skilled 
workers and engineers are permanently lost to this country. Without 
electrical energy you cannot make guns, airplanes, guided missiles, 
or any other major war materiel. 

We would certainly not risk the manufacture of such products to 
foreign competition. Why, then, risk equipment for manufacturing 
our electrical energy—which is even more basic—to foreign competi- 
tion? No other substantial nation permits foreign competition in 
this field. 

I submit that any so-called relief and escape or injury clauses 
written into this type of legislation are of necessity so cumbersome, 
futile, and hopeless as to discourage their use. A lifetime simply 
cannot be devoted to such a lingering process, and, furthermore, the 
cost is prohibitive. 

There is no point in locking the door after industry has been de- 
stroyed. It is far more important to prevent the wasting away of 
sound productive enterprises. 

We believe that the Government’s attitude toward industry of this 
sort should take on the aspects of the same kind of loyalty as is shown 
by foreign governments to their own industries. The heavy apparatus 
manufactured in the electrical industry is a rather small part of the 
whole. The large purchases by the Federal Government in this re- 
stricted field is a very substantial threat not only because purchases 
are substantial, but also because of the fact that the private power 
utility interests will, sooner or later, be forced to follow the Govern- 
ment’s policy. 

I again direct your attention to the fact that any foreign natioa 
which produces heavy electrical apparatus would probably not take 
this type of equipment as a gift from other nations. 
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The issue in foreign trade is not a question of tariffs but rather a 
matter of the individual economy of each country. 

This issue certainly is not going to be resolved through another 
one-world parliament. It can only be done through an urge on the 
part of each nation to improve its own internal situation. In the 
meantime, our basic defense industries should have the kind of pro- 
tection which cannot be tampered with. 

On behalf of the National Electrical Manufacturers Association, 
I register our vigorous opposition to H. R. 5550. We do not believe 
that our workers, if fully aware of its import, want it. It would 
become more and more costly. It would undermine defense. 

It would threaten hundreds of thousands of jobs. It is of question- 
able constitutionality. It altogether too readily relieves Congress of 
a responsibility that is rightfully assigned to it. 

Finally, it would not constructively produce the very results which 
it professes, since these results can only be had when nations internally 
exploit their own markets. 

y a nonmonopolistic, nonsocialized, free competitive economic 
system. 

In closing, may I quote our first and wise President: 

It is important, likewise, that the habits of thinking in a free country should 
inspire caution in those entrusted with its administration, to confine themselves 
within their respective constitutional spheres, avoiding in the exercise of the 
powers of one department to encroach upon the other. The spirit of encroach- 
ment tends to consolidate the powers of all the departments in one, and thus to 
create, whatever the form of government, a real despotism. A just estimate of 
that love of power, and proneness to abuse it, which predominates in the human 
heart, is sufficient to satisfy us of the truth of this position. 

Thank you. 

The Cuarrman. Does that complete your statement? 

Mr. Mertz. That does, Mr. Chairman. 

The CHarrman. We thank you for your appearance and the in- 
formation given to the committee. 

Are there any questions? 

If not, we thank you, sir. 

Next is Mr. Joseph Roby. 

Is Mr. Roby here? 

Come forward, please, sir, and give your name, address, and the 
capacity in which you appear, for the record. 


STATEMENT OF JOSEPH ROBY, SECRETARY, WALL PAPER 
INSTITUTE 


Mr. Rosy. Mr. Chairman and members of the committee, my name 
is Joseph Roby, and I am secretary of the Wall Paper Institute of 
New York City. 

My business address is 509 Madison Avenue, New York 22, N. Y. 

The Cuatrman. We will be glad to hear you, Mr. Roby. You may 
proceed. 

Mr. Rosy. Mr. Chairman, as secretary of the Wall Paper Institute, 
I am here to testify against H. R. 5550. 

A delegation by Congress to the State Department of the power 
to reduce tariff has already caused substantial hardship to the United 
State wall paper industry. Acting under the Presidential powers to 
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enter into GATT trade agreements, the State Department lowered 
the duty on wall paper in September 1955. 

We believe that H. R. 5550 threatens further harm to our industry 
through further delegation of the tariff reducing power to the OTC, 
an organization in which our country, as we understand it, would 
have but one vote. 

If this organization should decide, regardless of the attitude taken 
by Congress, or even of our own President, that a further tariff 
reduction should be made on wall paper, over and above the harmful 
reductions already enacted, the existence of our small-business industry 
would be gravely threatened. 

If the State Department has seen fit to reduce the tariff on wallpaper 
in the past 15 years on 2 different occasions, in spite of the industry’s 
economic plight—which I am sure they are, or should be aware of, it is 
apparent to us that further reductions would be made by GATT 
agreements under OTC. 

Speaking personally and on behalf of the membership of the insti- 
tute, let me say that it is not our desire to hamper the conduct of 
foreign affairs, to use a broad term, of this country by the executive 
branch of the Government or any other branch or body by opposing 
trade agreements that are just to all concerned. 

The recent reduction in duties on wallpaper, i. e., hanging paper— 
printed—tariff paragraph 1409 of schedule A—was wholly un- 
warranted and further reduction would aggravate a serious situation. 

Due perhaps to lack of vigilance on the part of mdustry, this 
reduction in import tariffs which was recently made will further 
encourage a trend which was already causing harm to the domestic 
industry. 

So that you will know why we oppose H. R. 5550, as we understand 
its implications, let me cite the following: 

Wallpaper is sold by a unit of measure called a roll, which covers 
35 square feet and weighs approximately 1 pound. 

Under the 1930 Tariff Act, the duty was 20 percent ad valorem, 
and 1% cent per pound. 

The duty on wallpaper imports from January 1, 1939, until Septem- 
ber 10, 1955, was 10 percent ad valorem and 1 cent a pound. This 
reduction was developed under a trade agreement with the United 
Kingdom of November 17, 1938, but was “bound” as a result of a 
GATT agreement in 1947 effective January 1, 1948. 

The duty was lowered still further under a GATT agreement, 
which became effective September 10, 1955, to 10 percent ad valorem 
and % cent per pound. Let us look at the effect of these reductions: 

In 1938 domestic wallpaper’s average price per roll was 6.8 cents 
and our industry received, therefore, protection to the extent of 42 
percent under a tariff of 20 percent ad valorem and 1% cent per pound, 
as per the Tariff Act of 1930. 

In 1947 the average price was 14.8 cents per roll—it had risen 8 
cents—and our industry received, therefore, protection only to the 
extent of 17 cents. Duty had been cut to 10 percent ad valorem and 
1 cent per pound per trade agreement, originally with the United 
Kingdom and offered to many other countries. This rate was 
“bound” the following year. 

In 1955 this advantage was further lowered by the %-cent-per-pound 
reduction so that today, on the basis of 1954 figures, which are the 
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latest annual ones available for average price purposes, our price 
advantage has been reduced to 12 percent, on an average price of 23.5 
cents per roll. 

Secondly, one might ask why we should have any protection at all. 
The answer lies largely in wages, domestic and foreign. A printer 
of wallpaper in this country receives $2.16 per hour; in Canada, 
$1.85,,and in England, 58 cents. Other wages have a comparable 
relationship, of course. Duty is needed to protect domestic wages and 
American labor’s buying power. 

The wallpaper industry can rightly feel aggrieved for more important 
reasons. 

The Bureau of the Census figures show the following statistics on 
domestic sales: 

Wallpaper shipments from mills in 1947—the year referred to previously, had 
a value of $57 million, but in 1954 this had dropped to $40 million. 

In other words, the domestic industry has suffered more than a 
one-third drop in dollar volume, and a great deal more in rollage or 
units. 

But, looking at the imports, we find that they rose from $160,000 
in 1938, to $1,749,000 in 1954, or 11 times. Five percent of domestic 
business i is admittedly not great, but as compared to seven-tenths of 
1 percent in 1938, it represents a serious rise. 

The critical point, however, is found in the effect of this present 5 
percent on the domestic market, and the possibility of increased 
imports through still lower tariffs. I was asked if one could say that 
the companies not now making a profit would return a profit if al! 
wallpaper imports were hypothetically excluded. 

The answer to such a question is that their situation, profitwise, 
would be greatly improved because the imported papers absorb a 
large percent of the market for better designs and better grades of 
paper, on which our manufacturers hope to make a higher propor- 
tionate profit. Only the better grades are being imported, so the 
better grade segment of the domestic market is ser iously affected. 

The difference between profit and loss, and, therefore, adequate 
wages, lies in sufficient volume in a mill in the better grades of paper. 
The threat of tariff reduction, which would be likely to follow passage 
of H. R. 5550, would increase imports, thereby causing further injury 
to an industry presently unable to operate profitably. 

The CuatrMan. Does that complete your statement, Mr. Roby? 

Mr. Rosy. Yes, Mr. Chairman. 

The CHarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. Mr. Roby, if your business dropped from $57 million 
in 1947 to $40 million in 1954, and imports only amount to $1.7 
million, obviously there is something else that lies at the base of the 
difficulty of the industry; is that not a fair observation? 

Mr. Rosy. That is correct, sir. 

Mr. Curtis. What is the difficulty, or is it a sertes of them? 

Mr. Rosy. It is a series of them, I think; but it is true that the 
domestic industry has suffered and that is why, Mr. Curtis, our 
manufacturers feel particularly aggrieved that they should receive 
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a \-cent-a-pound reduction as a result of these last GATT agree- 
ments. 

I might say that we polled 2 years ago our membership on how they 
felt about tariffs and about such things as import quotas. At that 
time the vote was among the membership roughly 8 to 2 against any 
such thing as quotas. 

When the last 3 or 4 months we polled again, and the vote is exactly 
reversed. 

Mr. Curtis. I can agree that certainly when an industry is experi- 
encing difficulties, whatever the reason, it behooves us not to add to 
its worries even though it might be in a minor area. But I think it is 
pertinent to ask what lies at the base of the industry’s difficulties, 
because possibly correcting those errors might solve your problem so 
that you would not even be worried about foreign imports. What is 
it? Is it that people are using less wallpaper? 

Mr. Rosy. That is correct, sir. I think there has been a swing to 
other competing products to a certain extent, and the industry 
perhaps wasn’t awake to the real realization that they really were in 
a downward trend, or level trend for many years. 

They are now taxing themselves to spend money to tell the con- 
sumer about their product, but the essential point about imports is 
that they do hit in a certain specific category of price level in our 
goods which affects the mills considerably in their upper line end, the 
end in which they expect to make profits. 

Mr. Curtis. One final question: What has the industry done in the 
way of utilizing the procedures available to them, presently, like your 
escape clause and peril-point provisions? Have you done anything? 

Mr. Rosy. We are at present investigating the idea of trying to 
get relief under the peril point. We are somewhat discouraged by 
what we are told, that your case has to be pretty startling, and we 
realize that the 5 percent isn’t much, but it has constantly been 
climbing. 

Imports in 1940 were $337,000. 

In 1947, however, the year we are talking about, they went to 
$2 million on the basis of an obviously large part of those imports 
coming from Canada, which benefited by the reduction to the United 
Kingdom. 

They went from $2 million to as high as $5 million in 1952 and they 
are now probably at the rate of close to $5 million. 

Mr. Curtis. You say you are now going to utilize what machinery 
there is set up to present the case of the economic situation in your 
industry? How about the committee on reciprocity information? 
Have you presented your data to them? 

Mr. Rosy. Yes, sir; informally, I would say. 

Mr. Curtis. Do you know what they did with it? 

Mr. Rosy. No, sir. 

Mr. Curtis. Did you inquire as to what they were going to do with 
it once they got it? 

Mr. Rosy. I think we have a great many steps probably to do still 
on that score. Our members really woke up to what was happening 
in this import situation just recently and this %-cent reduction last 
fall was what started it off. They knew the situation wasn’t very good 
from the reduction made in 1939, but it didn’t seem too important to 
them at that time, I suppose. 
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Mr. Curtis. Thank you very much, Mr. Chairman. 

The CHatrman. We thank you for your appearance, Mr. Roby, 
and the information given the committee. 

Mr. Rosy. Thank you, sir. 

The CHarrMaAn. The next witness appearing on the calendar is 
Mr. Carl H. Wilken. 

Come forward, Mr. Wilken. Please give your name, address, and 
the capacity in which you appear, for the record. 


STATEMENT OF CARL H. WILKEN, ECONOMIC ANALYST, RAW 
MATERIALS NATIONAL COUNCIL, SIOUX CITY, IOWA 


Mr. Wiixen. Mr. Chairman and members of the committee, my 
name is Carl H. Wilken, and I am economic analyst for the Raw 
Materials Council of Sioux City, Iowa. 

IT have, Mr. Chairman, a statement that I would like to read and 
attached to it you will find an analysis of the operation of our com- 
mittee in 1955, which I think the committee will find quite interesting, 
because it sets out very clearly some of the dislocations that exist at 
the present time in our own economy. 

The CHarkMAN. You may proceed, Mr. Wilken. 

Mr. WrikeEn. I signed the articles of incorporation for the Raw 
Materials National Council in 1936. It was set up to make a study 
of the effect of farm prices and the price of other forms of new wealth 
7 the income of the United States and welfare of the American 
people. 

Further, to make this information available to the American public. 
The purpose of the organization has been carried out for 19 years. 

The records of your committee show that I appeared before this 
committee about the time that we entered World War II. I pointed 
out to the committee that if Congress would maintain a parity price 
for the raw materials used and put the Nation to work that we could 
produce the materials with which to win the war and that we could 
create the income to pay for it. 

Congress did provide legislation to maintain a proper price for raw 
materials used. We did produce the materials with which to win the 
war and we did create the income to pay for it. 

Congress, however, did not levy the taxes to drain off the income to 
pay for it. The public instead bought the bonds offered by the 
Government and we had a tremendous expansion in our national debt. 

The increase in our national debt and other factors force us into a 
higher price and wage level, both of which brought about some almost 
fantastic changes which must be considered in our relations with 
other nations. 

Our national income has increased from $72.5 billion in 1939, to 
$322.3 billion in 1955. 

Our industrial wage level has increased from 63.3 cents per hour 
to $1.93 per hour at the present time. 

In addition, the total debt has increased from a level of $209 
billion in 1939 to approximately $750 billion at the end of 1955. 

The Federal budget presently being considered by Congress is 
approximately $65.7 billion, which is 4 billion dollars more than the 
average income of the United States in the period 1929 to 1940, 
inclusive. 
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The interest charge on a basis of 4 percent on the total debt, a 
charge which can be met only through profits from our economy, 
is approximately 30 billion dollars, the profit from $150 billion of 
national income. 

These facts are very important to this committee in considering 
any factor affecting our price level, whether it be direct price supports 
for farm products and other types of American production, or indirect 
price supports as a result of import quotas or import duties. Our 
national income is dependent upon just two factors: Our annual 
production of goods and services times the consumer price level. 

In this struggle against communism and socialism our basic founda- 
tion should always be a sound and solvent United States. The conse- 
quences of an economic collapse in the United States would jeopardize 
all other efforts. 

Can we meet our obligations? My answer to this question is the 
same as that given to the committee regarding World War II. If 
Congress will maintain parity for raw materials, thus creating the 
primary markets to keep the Nation at work, we can earn the income 
to meet our needs for a sound and solvent United States. 

On the other hand, anything which is permitted to break our price 
level internally or from international sources will head us into a 
depression. 

In my opinion, H. R. 5550 delegates the constitutional authority 
of Congress to regulate the value of the American dollar or, in turn, 
the American price level to an international organization. Such a 
step places our future economic welfare in the hands of a group of 
nations which will be swayed by selfish interests and a variety of 
price levels not in accord with our own needs. 

The economic concepts of the entire reciprocal trade policy since 
1935 and culminating in H. R. 5550 have been based on a theory that 
tariffs are the cause of lack of trade between nations. It is a theory 
advanced by the trading nations of Europe early in the 19th century 
as they engaged in a policy of exploiting the raw material production 
of weaker nations. 

The theory of free trade or the desire to obtain cheap products has 
been responsible for most of the poverty, depressions, and wars 
which have been fought since that time. 

The real factor in removing restrictions to trade was stated. quite 
simply by the late Vincent C. Vickers of England, in his memoirs, 
published under the title of “Economic Tribulations,” copies of which 
are available in the Congressional Library. Mr. Vickers was a direc- 
tor of Vickers, Ltd., and also spent 9 years in an active roll with the 
Bank of England. 

On page 46 of the publication mentioned, Mr. Vickers sets forth 
the following conclusion: 

We do not possess, and never have possessed, a true and honest measure of 
value. The restoration and comparative freedom of international trade does not 
depend primarily upon the elimination of existing trade restrictions; it depends 
fundamentally upon a new and better money system, so that money based upon 
goods and commodities shall represent the true international value of those 
commodities, and shall cease to be, as it is today, a permanent irritant and re- 


striction standing in the way of the world’s economic progress, the nae of 
the peoples, and the achievement of lasting peace among nations. 


Mr. Vickers’ conclusion can be illustrated by a few concrete ex- 
amples. 
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About 38 percent of the external income of South American nations 
is dependent upon coffee exports. 

In the case of our own imports of coffee, a drop of 10 cents per 
pound in the coffee price shuts off approximately $270 million of 
buying power in South America. To protect their internal situation 
this would force them to put on import restrictions regardless of any 
agreement they may have entered into. 

In like manner Great Britain, one of the leaders in world trade, is 
not in a position to validate the agreement as contemplated by H. R. 
5550. Her gold reserves have reached the critical stage. 

In the next 6 months she may have to take some drastic steps. 
These steps may be boiled down into three categories: 

1. Make another loan from the United States. 

2. Devalue the British pound which gives merely temporary relief. 

3. To ration her people through import restrictions. 

The same is true of other nations depending almost entirely upon 
the price of commodities for income to use in exchanging goods. It 
also includes our own Nation. 

Our own record proves the tremendous market for goods which is 
being lost as a result of the price of basic raw materials, farm products, 
far too low to support our own economy and the market for factory 
goods throughout the world. 

The world price level and income since 1941 has been maintained 
largely by the rapid increase in the total debt of the United States 
and our donations of goods and money to the nations of the world. 

The committee will find attached an analysis of our own record for 
the past 10 years. In the year 1955, a year generally proclaimed as 
a prosperous year, the record proves that we created 60 billion dollars 
of our 1955 income through an excessive increase in our total debt of 
12 billion dollars out of a total increase of 45 billion dollars. 

Without a restoration of our farm price structure, we will have to 
add approximately 50 billion dollars to our total debt in 1956, to 
maintain the pace we set last year in our output of goods and services. 

The record further reveals that in 1955 on the basis of our actual 
income our market for consumer goods in ratio to income was about 
17 billion dollars below the 1946-50 level. It proves still further that 
our failure to maintain parity for agriculture in 1953-55 forced a loss 
of a potential market for 96 billion dollars of consumer goods sales in 
the United States; 32 billion dollars of which was the loss for 1955 

Other nations throughout the world have suffered a similar drop in 
farm prices and destruction of primary markets which could and 
should have been created. The loss of potential markets throughout 
the world in 1955 was approximately 70 billion dollars due to low 
farm prices. 

H. R. 5550 will accomplish nothing in recovering this market. I 
might add that the drop in farm prices since 1951 has probably added 
more trade restrictions than all of those removed in the history of the 
reciprocal trade agreement policy. 

The record clearly indicates that it has had no effect on the overall 


use of imports by the United States. During the past 25 years we 
have averaged a little over 3 percent of our national income for 
imports. The rate in 1933 was 3.7 percent of our national income, 
or a higher rate than can be credited to the United States in 1955. 
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It is interesting to note that in the interim our national income 
changed from about 40 billion dollars in 1933 to $322.3 billion in 1955. 

The real conclusion that we should draw from this is that our 
foreign trade depends upon the internal prosperity of the United 
States. By maintaining our farm price structure in 1955 an addi- 
tional market for 32 billion dollars of consumer goods in the United 
States would have been available. This additional internal market 
would have been equivalent to almost three times our imports in 1955. 
The additional consumer sales would have required more imported 
products and would have done much to prevent the loss of markets in 
the rest of the world. 

We can have a sound foreign economic policy and at the same 
time protect our own welfare. Instead of following a course as con- 
templated by H. R. 5550 which will force a reduction of our price 
level, thus forcing us into a depression, we should be advocating an 
economic program which will make the American parity price for raw 
materials the world price, and the foundation for an honest dollar in 
international exchange. 

With the American parity price as the world price for raw materials 
the world can earn the new capital with which to expand, to pay us 
for exports and to repay international loans. 

With such a program we can remove the stigma of imperialism now 
attached to our foreign economic policy which, in reality, contem- 
plates the importation of cheap raw materials to pay for high priced 
exports as compared to the buying power of other nations. 

How can it be done? We can use the example of a successfully 
working agreement now in existence in regard to sugar. The sugar 
agreements presents to the world an example of exchanging goods on 
the basis of equity or a fair price for sugar imported, thus creating 
a reciprocal income with which to buy. 

This type of agreement with a little ingenuity on our part can be 
extended to all commodities without destroying our price level or 
income while at the same time serving as a stabilizing factor for the 
commodity prices of the world. 

In fact, with 45 percent of the income of the world in dollars being 
created by the production of the United States, we have it within our 
power to give the world an honest dollar for the first time in the 
history of the world. 

Until this step is taken any trade agreement we may make, such 
as contemplated in H. R. 5550, will be scraps of paper which nations, 
including ourselves, cannot honor if cheap raw material prices are 

ermitted to destroy the new income and primary markets both at 
ome and abroad. 

In my opinion, if we were to use one half the money used per year 
for foreign aid in the past 10 years, we could practically force the rest 
of the world to accept the American parity price for raw materials as 
the international measuring stick of income and trade on an earned 
basis. Until this is dons there is no assurance of a solvent United 
States as a leader in promoting world prosperity and peace. 

Since 1935 we have had two economic policies eens op- 
posed to each other. On one hand we have favored high-wage levels 
and have had direct price supports on farm products. 

On the other hand we have had a trade policy based on tariff 
reduction and imports at a price level lower than our own. 
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These conflicting economic policies have made it impossible to offer 
the world a definite foreign economic policy based on equity of trade. 
As a direct result currency devaluations and internal trade restric- 
tions have multiplied all over the world. They cannot be removed 
by workable agreements unless we first establish a stable and fair 
price level on goods exchanged. 

We have wasted much valuable time and money since the end of 
World War II to build up our own productive capacity and that of 
other nations. 

Unless steps are taken to create a stable market for this increase 
in productive capacity by a proper price level for raw materials, the 
entire structure is in danger. Farm raw material prices throughout 
the world are too low to support it. 

That ends my prepared statement. 

The CuarrMan. Does that complete your statement, Mr. Wilken? 

Mr. Wirken. That is right. 

The CuarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? If not, we thank your, sir. 

This morning Mr. Stacey Bender was called, but did not respond. 
I have a letter and statement from Mr. Bender. Without objection, 
they will be included at this point in the record. 

(The matter referred to follows:) 


BALTIMORE ASSOCIATION OF COMMERCE, 
Baltimore 2, Md., March 12, 1956. 
Mr. Leo H. Irwin, 


Clerk, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Dear Mr. Irwin: I want to Te my appreciation for your offering to 


allow me to appear in behalf of H. 5550 on Wednesday, March 14. 

Unfortunately, my schedule demands that I be in Ohio all this week, there- 
fore, I shall not be privileged to appear before your important group. 

I enclose herewith 50 copies of statements in support of the bill, which I am 
authorized to make in behalf of both the American Association of Port Author- 
ities and the North Atlantic Ports Association, and respectfully request that you 
add these remarks to the record. 

Thank you very much. 

Very truly yours, 
Stacey BENDER, Jr., 
Director. 


Nortu Atiantic Ports ASsocIATION, 
ComMITTEE ON ForEIGN Economic Pouicy, 
Ba:timore 2, Md., March 18, 1956. 
To: House Ways and Means Committee. 
Re: H. R. 5550, Organization for Trade Cooperation. 


GENTLEMEN: The Organization for Trade Cooperation as contemplated is an 
organization composed of government representatives from 35 countries, including 
the primary trading countries of the world. 

Its broad purpose is simply to facilitate trade agreement activity already being 
engaged in by the United States and other GATT members (34 nations’ signa- 
tory at the General Agreement on Tariffs and Trade). It is exclusively an 
administrative organization. It could not add to the United States’ obligations 
under the general agreement. It could not abolish the powers of Congress with 
respect to customs or import duties. It could not make terms or modify in any 
way the United States tariff structure. 

1. Its scope is strictly limited to matters of trade. 

2. It cannot negotiate any trade agreements. 
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3. It cannot infringe in any way upon the national sovereignty or upon the 
economic determination of the United States, since it is not endowed with any 
Supra-national powers. 

Thus H. R. 5550, the act whereby the Tariff Act of 1930 would be amended as 
respects the administration of GATT (OTC), is not in any way detrimental to 
the sovereignty which traditionally rests in the Congress of the United States 

Any apprehension regarding sovereignty or economic self-determination should 
be dispelled under article 3 (D) of the OTC constitution. ‘The Organization 
shall have no authority to amend the provisions of the general agreement; no 
decision or other action of the assembly or any subsidiary body of the Organization 
shall have the effect of imposing on a member any obligations which the member 
has not specifically agreed to undertake.”’ 

Today GATT has no regular administrative body. Its business can be con- 
ducted therefore only at intermittent conferences. OTC is indispensable if we 
are to resolve currently the many issues constantly arising in day-to-day trade. 
Passage of H. R. 5550 would ratify the agreement signed on behalf of the United 
States at Geneva on March 31, 1955, which signature was conditional upon 
approval by Congress. Failure by the Congress to pass this measure could be 
interpreted as a repudiation by the United States of the general agreement. No 
nation, including the United States, would have maintained membership in 
GATT if she were not thereby gaining important advantages. 

Without GATT international trade would be on a bilateral rather than multi- 
lateral basis. It would mean an increase of tariffs by foreign countries and 
arbitrary exchange restrictions against dollar imports. It is therefore most 
important that this legislation before the Congress be passed at the earliest 
possible date. 


Sracey BEenpeEr, Jr., Chairman. 


Tue AMERICAN ASSOCIATION OF Port AUTHORITIES, INC., 
Washington 1, D. C., March 12, 1956. 


RESOLUTION SUPPORTING LEGISLATION AUTHORIZING MBMBERSHIP BY UNITED 
STATES IN THE ORGANIZATION FOR TRADE COOPERATION 


(Proposed by Committee on Foreign Commerce) 


Whereas the Congress of the Unitea States passed and enacted into law H. R. 1, 
which authorizes renewal of the reciprocal trade agreements for 3 years; and 

Whereas said legislation, when in operation, will greatly liberalize world trade 
and will serve to attract more tonnage for the ports of the United States; and 

Whereas in order for the General Agreements on Tariffs and Trade to serve 
their purposes, it is now necessary for the United States to become a member of 
the Organization for Trade Cooperation, thus obtaining the full benefits as a 
partner in the free world system: Now, therefore, be it 

Resolved, That the Foreign Commerce Committee of the American Association 
of Port Authorities be, and it is hereby authorized to support such legislation in 
the Congress as will authorize the United States to become a member of the 
Organization for Trade Cooperation. 

(Unanimously adopted by United States members only voting) 


Sracgey Brenper, Jr., Vice Chairman. 


The CuarrMan. Earlier Mr. Redington Fiske was called and did 
not respond. Is this Mr. Fiske? 


STATEMENT OF REDINGTON FISKE, EDITOR, EXPORT TRADE 
AND SHIPPER (WEEKLY MAGAZINE) 


Mr. Fiske. Yes, sir. 

The Cuarrman. Come forward, please, sir. You may proceed, 
Mr. Fiske. 

Please give your name, address, and the capacity in which you ap- 
pear, for the record. 
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Mr. Fiske. Mr. Chairman and gentlemen of the committee: 

My name is Redington Fiske, a resident of Connecticut and editor 
of the Export Trade and Shipper, a weekly magazine for exporters. 

In view of your heavy schedule and the fact that I have submitted 
a prepared statement, I would be perfectly happy if the committee 
desires to defer reading the statement if I could have just a few 
minutes to enlarge and clarify certain points. 

The CuairMan. That will be agreeable. Your statement will 
appear in the record at this point, Mr. Fiske, and you may proceed. 

Mr. Fiske. Thank you, sir. 

(The statement referred to is as follows:) 


TESTIMONY REGARDING H. R. 5550 To Br PRESENTED TO THE Ways AND MEANS 
COMMITTEE OF THE House oF REPRESENTATIVES BY REDINGTON FISKE, 
Eprtror or Export TRADE AND SHIPPER 


My name is Redington Fiske. I was born in Massachusetts, educated in that 
State and in Missouri, have traveled and worked in almost all of the 48 States, 
and have lived in and been a legal resident of Massachusetts, New York, Cali- 
fornia and Connecticut. My present residence is in Connecticut and my prin- 
cipal place of business is in New York City, where I am editor of Export Trade 
and Shipper, established in 1919, a weekly business magazine for American export 
executives. I am also vice president and a director of Thomas Ashwell & Com- 
pany, Inc., which publishes that magazine and also the Exporter’s Encyclopaedia, 
an annual reference book and information service upon which American exporters 
have depended as the basic source of essential information for more than 50 years. 

I have cited this background at perhaps unusual length to indicate that I do 
not represent the interests of any special regions] or loeal group. Neither am I 
here to speak for the special interests of my own business or of any particular 
industry. To me it has always seemed that a true American should place the 
national welfare above his individual interest, and above the special interests of 
any minorities whether agricultural or industrial 

In evidence of this view, may I point out that when I volunteered for military 
service in 1917, and served overseas in the United States Navy as an enlisted 
man in World War I, this was not motivated by a selfish desire to interfere with 
my college education and career’ and when again in 1942 I volunteered for na- 
tional service, and served for more than 3 years as an officer in the Army of the 
United States in Europe, this was not motivated by the fact that it entailed the 
irretrievable sacrifice of a business, a successful business, which had been built up 
by long hours of hard work during the previous 10 years. 


ON BEHALF OF UNITED STATES EXPORTERS 


These facts I have cited only as background for the statement that the views 
which I desire to present to you, on H. R. 5550, represent my sincere and deep 
convictions as to the best interests of this Nation as a whole, and of 166 million 
American citizens. But as editor of the outstandingly recognized publication 
for export executives in this country, I am speaking also as representative of the 
men anc women responsible for the sale in foreign markets of some $15 billion 
worth of American products annually, at the current rate—products of American 
farms and forests, mines and factories. 

You may ask on what basis I claim to speak for the American exporter, on whom 
American producers now depend for markets for their products to the tune of 
$15 billion annually. How do I know that I represent their views? I may say, 
gentlemen, that a man cannot last long as editor of a specialized business publica- 
tion unless he knows and understands the views and interests of his readers. 

This knowledge of the problems and opinions of export executives is derived 
from intimate contact. My personal correspondence with exporters, in the first 
2 months of 1956 alone, has already extended to most of the 48 States. Already 
I have attended meetings where export people have discussed their problems and 
views in New York, Pennsylvania and within the past month in Detroit, and at 
a great annual conference of midwestern world traders in Chicago; and in less 
than a month, after attending several more major export meetings in the East, 
I shall for the third time in 5 years again have the privilege of addressing the 
annual Mississippi Valley World Trade Conference in New Orleans, and I hope 
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soon thereafter a series of meetings on the Pacific Coast, from Southern Cali- 
fornia to the State of Washington. 

Now let me turn to H. R. 5550, which would authorize the President to accept 
membership for the United States in the proposed Organization for Trade Co- 
operation, which with your permission I shall hereinafter refer to as OTC; which 
in essence is designed simply to function as a permanent secretariat or adminis- 
trative mechanism for the General Agreement on Tariffs and Trade, to which I 
shall hereinafter refer as the GATT. It is very generally realized, I believe, 
that the GATT was created largely as a result of American initiative, and the 
United States has been a contracting party thereto since its inception, about 8 
years ago. 

To many observers it would logically appear that there could be little if any 
objection to providing a mechanism, administrative facilities, to improve the 
efficiency of a multilateral international body which, even without this adminis- 
trative mechanism, has so greatly facilitated the work of the executive branch of 
our Government, for 8 years, in carrying out the negotiations required under the 
laws enacted by the Congress, in the Reciprocal Trade Agreements Act as vari- 
ously extended and amended. But there has been some highly vociferous 
opposition, and with your permission I would like briefly to examine its nature— 
and its sources. 

OPPOSITION BY SPECIAL INTERESTS 


All of you gentlemen are fully aware that opposition to this bill, and to the 
OTC and the GATT, is spearheaded by certain minority groups from industry 
which enjoy special privilege in the form of protective tariffs, which force the 
ordinary American citizen to pay more for a great many products than it would 
be necessary to pay, if people could purchase freely from any source of their own 
choice, without the penalty of paying customs duties. 

This is not the time or place to discuss the merits or demerits of the special 
privileges enjoyed by these minorities. Arguments of varying validity, and 
invalidity, have been advanced. In my personal opinion generalities are almost 
meaningless, and each individual case requires individual consideration, always 
in the light of the consumer’s interest and the national interest, as well as the 
interest of the claimant. But I would point out that imports provide the pri- 
mary means of payment for our exports, and any restriction imposed by this 
country on imports is automatically and inevitably a restriction on the ability 
of the rest of the world to buy our exports, whether of farm products, or the 
products of our forests or mines or factories. 

In any case, it is unquestionably clear to you gentlemen that most of the 
opposition to H. R. 5550 has been generated by the same groups which have con- 
sistently opposed tariff concessions and the liberalization of our national foreign 
trade and economic policy. I need mention only the American Tariff League, 
and a lobbying organization which sports the impressive name of the Nationwide 
Committee of Industry, Agriculture and Labor on Import-Export Policy, headed 
by a very charming gentleman and capable lobbyist named Oscar R. Strackbein. 


TRUE PURPOSE OF OPPOSITION 


Why, one may ask, do these groups oppose United States membership in the 
OTC? I am sure that you gentlemen know the answer. Opposition to the 
OTC is, in fact, a means of expressing opposition to the parent organization; it is 
opposition to the GATT; because these people feel that if they can obstruct, 
handicap or destroy the means through which our Government seeks to reduce 
trade barriers, to expand international trade including the exports of American 
products, the entire trade liberalization program will bog down; and in that 
event, it may be easier for them to retain or even to enlarge the special privileges 
which they enjoy or seek to enjoy, at the expense of 166 million American people. 

A great many distortions of fact have irresponsibly been spread around this 
country by these well-financed special interests. Particularly they have en- 
deavored to create the false impression that the OTC, and by implication the 
GATT, are (or seek to become) supra-national bodies which will dictate our trade 
and tariff policies, and will thereby usurp some of the powers of that Congress 
of the United States. They assert that the United States, as only one of some 
thirty-odd contracting parties of the GATT, can be outvoted and subjugated 
to the ideas imposed by a majority of the contracting parties. 
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NO IRREVOCABLE COMMITMENT INVOLVED 


It is obvious that nothing could be further from the truth. Neither the GATT 
nor the proposed OTC has any supra-national power, any teeth, beyond moral 
suasion and some influence on international public opinion. The United States, 
currently enjoying a larger share of the free world’s aggregate international trade 
than any other nation, has the position of far greatest influence in the GATT. On 
occasion the Congress (in the case of the cheese quotas) and the Administration 
(in the case of tariffs on bicycles) as examples, have violated our own agreements 
under the GATT; and the only penalty has been either the granting of compensat- 
ing concessions, or the perfectly legitimate withdrawal by the injured countries of 
concessions previously granted to us. 


The lack of real teeth in the GATT is, indeed, a real weakness from the point of 
view of American exporters; for just as we, when it suits us, can exercise our 
sovereign prerogative to change our minds, so can the other contracting parties. 
Fortunately for American exporters, however, other countries to which foreign 
trade is more important than to us, in terms of percentage of their total economic 
positions, may feel less willing than we, and less well able than we because of their 
weaker economic positions, to incur the ill will which is likely to follow any viola- 
tion of an agreement. 

And to conclude on the subject of the alleged impairment of our national 
sovereignty, there is nothing in either the GATT or the proposed OTC which can 
prevent withdrawal by the United States, or by any other contracting party, at 
will and at any time whatsoever. 


AMERICAN EXPORTERS NEED OTC AND GATT 


I would now like to present, very briefly, the views and the interests of a vast 
majority of America’s $15 billion export industry regarding the GATT and the 
OTC. Many countries, ever since World War II, have imposed almost insuper- 
able obstacles in the way of United States exports, by various means and devices 
such as import licenses and foreign exchange controls. In many though perhaps 
not all cases these restrictions have been made absolutely necessary because of 
balance of payment difficulties. 

The gold and dollar exchange reserves of many countries, notably in Western 
Europe, have strengthened considerably. Under the GATT, the contracting 
parties have agreed to modify and ultimately eliminate quantitative import 
restrictions, including discriminatory restrictions against imports from the dollar 
area, as rapidly as may be consistent with their balance of payment circumstances, 
There is a feeling, however, quite common among American exporters, that 
liberalization of policy as regards imports from the dollar area is not in all cases 
proceeding as fast as it could and should. 

To what extent this view may be true I don’t know. It is a controversial 
subject at best. ButthisIdoknow. The greatest hope for a progressive lowering 
of foreign barriers against United States exports lies in the further development 
and implementation of the GATT. If the OTC will make the GATT more effi- 
cient and effective, with the tremendous economic influence of the United States 
behind it, this will be of inestimable benefit to American exporters, and the pro- 
ducers of American goods for export. 


COOPERATION OR TRADE WAR 


Now in closing may I suggest one other line of thought. What will happen if 
the United States should reject membership in the OTC, the Organization for 
Trade Cooperation? What is likely to happen to any organization if the largest 
and most powerful member withdraws? 

I will predict, gentlemen, that if the United States fails to accept membership 
in the OTC, and thereby to reaffirm its position as a contracting party to the 
GATT, economic and trade cooperation among our friends and allies of the free 
world will degenerate into a dog-eat-dog trade war. Certain groups, such as the 
participants in the Organization for European Economic Cooperation may sur- 
vive and prosper, but American exporters will see discriminatory obstacles im- 
posed as never before, retaliation will replace cooperation. American trade will 
shrivel, and a period of chaos in international commerce will provide just the 
opportunity for the Communist trade offensive for which the Kremlin is so 
obviously hoping. 





978 ORGANIZATION FOR TRADE COOPERATION 


COOPERATION IN MEETING RED TRADE DRIVE 


This Communist trade offensive is something, gentlemen, which in my opinion 
neither the Congress nor the businessmen of the United States can afford to ignore. 
It is one of the many international developments which I, in my capacity virtually 
as an international trade intelligence operative, have had to follow and to study 
very closely. And as I pointed out in an editorial within the past few weeks, 
much of the seeming success of the trade offensive of the Kremlin, and of satellite 
states, has been due to the seeming willingness of the Communists to accept goods, 
any goods that the Indians or Burmese or Arab States find it hard to sell in world 
markets, as payment for exports to be supplied by the Communist bloc. 

It would not be proper for me, at this time, to encroach on the time of this 
committee with an extended discussion of the grave dangers to the free world, 
and specifically to the United States, which I discern in this Communist eco- 
nomic offensive. It does seem to me, however, that the very serious considera- 
tion of this growing threat should be included in considering the importance of 
OTC and the GATT, which seem to offer the best if not the only vehicles through 
which the nations of the free world can effectively cooperate, to meet this new 
Communist menace. 


So in conclusion, may I repeat that membership of the United States in the OTC 
as proposed in H. R. 5550, and implicit approval by the Congress of the GATT, 
can be the greatest boon within the power of the Congress to confer on those 4 
million or more Americans who derive their living from world trade; whereas 
failure to enact this proposal may raise havoc with the livelihood of many of these 
Americans—and at the same time may devastatingly weaken that international 
economic cooperation which is one of the major bulwarks of the free world against 
Communist domination. Thank you. 

Mr. Fisker. The essence of the statement is that American exporters 
whom I claim to represent a large consensus of, American exporters 
are convinced that the expansion of American exports in 1955 was 
attributable in considerable part to the liberalization of restrictions 
on goods from the dollar area by a considerable number of countries, 
largely in Western Europe. 

In the second place, exporters are convinced that in considerable 
part this removal or modification of restrictions was attributable to 
the GATT. 

For this reason American exporters believe that by providing the 
GATT with the OTC as a mechanism of the secretariat for future 
operations, the prospects for the future expansion of American exports 
throughout the world will be further improved. 

That is the essence of my remarks. I have brought up a second 
point which I would like to refer to a little more fully, and that is 
the present threat of Communist trade penetration throughout the 
world. 

I am sure you gentlemen are aware that late in February a repre- 
sentative of the West German Government met with representatives 
of the British Government in London to discuss joint means whereby 
to fight against Communist trade competition in various third coun- 
try markets, the Far East, and Latin America, and elsewhere. It is 
obvious that the Communists are not controlled by price. They can 
ask for slave labor goods, any place they see fit for political purposes. 

They can accept goods in exchange. They are free from economic 
considerations. 

American exporters are only beginning to worry about that develop- 
ment. They have not yet run into it to the extent that the British 
and the Germans are running into it. 

It is my belief—and in this I can speak only for myself, because 
the trade has not yet given it much consideration—that there must 
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be cooperative measures in order successfully to oppose the Commu- 
nist trade drive. 

About 2 years ago, I think in November 1954, General William 
Draper, who has served the Government in various capacities aad is 
now president of the Mexican Light and Power Co., in a special article 
written for me, suggested that if east-west trade were to be controlled 
it must be done through a common, joint action of the free nations, 
and it seems to me that the GATT, facilitated by the OTC, with 
strong leadership from the United States, might w ell provide the most 
effective mechanism for cooperative action in meeting and defeating 
the Communist trade offensive. 

There is one other point I would like to make. 

In my prepared statement I have said: 

May I repeat that membership of the United States in the OTC as proposed 
in H. R. 5550, an implicit approval by the Congress of the GATT, can be the 
greatest boon within the power of the Congress to confer on those 4 million or 
more Americans who derive their living from world trade. 

I want to clarify that comment on implicit approval of the GATT. 

As I see it, the GATT, OTC, and the contracting parties are some- 
thing like, let us say, a chamber of commerce. The contracting 
parties are the members. OTC would be the paid staff, the secre- 
tariat, and the GATT is the ultimate resolution or agreement that 
comes out of the conferences of the contract-parties. 

I would feel that approval of the United States joining the OTC 
would imply approval of the procedures of the contracting parties to 
the GATT in conducting multilateral negotiations. 

I would not feel that approval of the membership in OTC would 
imply either approval or disapproval of the end product of the actual 
Agreements Tariffs and Trade, and for those who fear that it would 
imply such approval, I can see no objection myself should the Con- 
gress see fit to add to H. R. 5550 a provision that this does not signify 
approval of any specific portion of the GATT or of the GATT as a 
whole, but it does approve the method of procedure, the method of 
negotiations. 

Mr. Chairman, I think I have no further reason to impose on your 
time. 

The CuHarrMAN. Does that complete your statement, Mr. Fiske? 

Mr. Fiske. Yes, sir. 

The CuarrmMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you very much, sir. 

The committee will stand adjourned until 10 o’clock tomorrow 
morning. 

(Thereupon, at 2:55 p. m., the committee was recessed, to reconvene 
at 10 a. m., Thursday, March 15, 1956.) 
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THURSDAY, MARCH 15, 1956 


Hovse or REPRESENTATIVES, 
CoMMITTEE ON Ways AND MEANs, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in the com- 
mittee room, New House Office Building, Hon. Jere Cooper, Chair- 
man, presiding. 

The Cuarrman. The committee will be in order. 

The Committee on Ways and Means will resume public hearings 
on H. R. 5550. The calendar of witnesses is again a heavy one, and 
it is hoped that witnesses will keep their oral testimony to a minimum 
and not to exceed 10 minutes in length. It has been necessary for 
the committee to schedule an executive session for 2 p. m., this after- 
noon. Cooperation of the witnesses in permitting the committee to 
complete the call of the calendar will be appreciated. 

The first witness appearing on the calendar today is Mr. Gilbert 
H. Robinson. 

Come forward, please, sir. Give your name, and address, and the 
capacity in which you appear, for the record. 


STATEMENT OF GILBERT H. ROBINSON, ASSISTANT TO THE 
PRESIDENT, FORSTMANN WOOLEN CO., PASSAIC, N. J. 


Mr. Roxpinson. My name is Gilbert H. Robinson, and I am 
assistant to the president, Forstmann Woolen Co., Passaic, N. J. 

The CHarRMAN. You may proceed, Mr. Robinson. 

Mr. Rosinson. As I said, I am assistant to the president of the 
Forstmann Woolen Co. of Passaic, N. J. My firm manufactures 
wool apparel fabrics for civilian and military use. I am here to speak 
briefly in opposition to H. R. 5550. 

For many years, it has been my responsibility to come to Wash- 
ington on behalf of my company and offer testimony regarding the 
impact of foreign competition—the competition of imported fabrics 
made with labor rates which are from one-fourth to one-fifth, and in 
the case of Japan one-twelfth of what we pay here. During the course 
of these years, I have often appeared before this committee, the Senate 
Finance Committee, the Committee for Reciprocity Information and 
the United States Tariff Commission. 

At first, very frankly, gentlemen, I was talking about what we fore- 
saw as a future threat to our business and to that segment of the textile 
industry in which we operate. We were then still under the abnormal 
influences of World War LI. 

As time wore on, unfortunately, that threat became an actuality. 
Now, our business is hurt, and badly hurt, by products of cheap foreign 
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Jabor which have already usurped, in my opinion, about 50 percent 
of that portion of the market in which we operate. That is not 
theory but fact. In my daily contacts with our customers, as I am 
president of the sales company of our firm, I am continually faced 
with samples of imported fabrics, comparable to what we make, which 
are landed in New York, duty, freight, and insurance paid, at prices 
which we cannot meet, no matter what efficiency of management, labor 
or equipment we may employ. 

The point I wish to stress, however, is the fact that I could always 
come to Washington and plead my case before you. I can truth- 
fully say that I always received courteous and considerate attention. 
I believe that progress has been made in meeting our problem and the 
similar problems of many other people in many other industries, by 
the work of this committee, other committees, and members of 
Congress. 

Specifically, I would mention that as a result of the hearings last 
year on H. R. 1, the Trade Agreements Act now contains in the escape 
clause a better definition of what constitutes an injury and a more 
workable definition of what constitutes an industry, or a segment of 
an industry, for purposes of relief. Better provision is also spelled 
out for the preservation of industries vital to defense. By no means 
are these the final aaswers nor the complete and effective solutions, 
but they are surely steps in the right direction. 

But what if H. R. 5550 should pass and our country officially 
embraces OTC-GATT? As I understand it, gentlemen, no longer 
would it be worth my while to come to Washington to seek your 
help and seek redress. No longer would there be any practical point 
in presenting my case before any committee of either the legislative 
or executive branch of our Government. Why? Because the deci- 
sions and determinations regarding these matters no longer would 
be made in Washington. They would be made in Geneva, or London, 
or wherever OTC might choose to meet. 

I have no present means of knowing what persons would represent 
my country at these international gatherings. I am confident that 
they would be appointees, and not elected by, nor responsible to, the 
people. And we would be one country among 35, with one vote 
and no veto. 

What recourse would I have? I ask you what would be my right 
of appeal? I could hardly then expect that Congress would pass a 
special act contrary to a solemn obligation solemnly incurred in an 
official international body. 

Gentlemen, it is for this fundamental reason, this right of effective 
appeal going to the very core of our way of life in this country, that 
I urge the defeat of H. R. 5550. 

Thank you, sir. 

The CuarrMan. Does that complete your statement, Mr. Robinson? 

Mr. Rosrnson. Yes, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

The next witness is listed as Mr. Spencer Love. 

Come forward, Mr. Love. 
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Mr. Reep. Mr. Chairman, I ask unanimous consent that there 
may be included in the record at this point a letter to me from the 
Felt Association of New York City, with an attached memorandum 
outlining the association’s reasons for opposing this bill. 

The CHartrMAN. Without objection, it is so ordered. 

(The letter referred to follows:) 

THe Fett AssocirATION, 
New York 6, N. Y., March 18, 1956. 
Hon. Dantet A. REED, 
House Ways and Means Committee, 
Washington, D. C. 

My Dear Mr. Reep: Attached hereto please find a short brief outlining the 
objections of the Felt Association to the passage of the Organization for Trade 
Cooperation Act (H. R. 5550), now before your House Ways and Means Com- 
mittee. 

We would greatly appreciate your incorporating it, if possible, in the record of 
your committee’s proceedings. If you concur, we would further appreciate your 
stalwart efforts in committee and on the floor of the House in opposing its passage. 

Thanking you for your cooperation in this matter, we are, 

Very truly yours, 
H. F. Rocue, 
Chairman, Economic and Legislative Committee. 


Brier Opposine H. R. 5550—OrGANIZATION FOR TRADE COOPERATION 


The captioned act H. R. 5550 is now being considered by the House Ways and 
Means Committee and this writer, on behalf of the Felt Association, is writing 
to you to strenuously oppose the committee’s approving it. 

Our objections to H. R. 5550 are as follows: 

(1) The Constitution, article I, section 8, paragraph 3, reads ‘“‘The Congress 
shall have power to regulate commerce with foreign nations * * *.’”’ We be- 
lieve that the prime law of our land neither by commission or omission meant 
that Congress could divest itself of this power and pass its own responsibilities, 
in reference to regulating foreign trade, over to functionaries of the Department 
of State or the Executive. 

(2) The passage of H. R. 5550 by your committee, and later perhaps the 
Congress, would in our mind, be a further evidence of congressional surrender of 
their tariff making rights to the executive branch. 

(3) Proponents of OTC claim that such a body is purely an ‘administrative 
branch” of GATT. The latter has as yet not received congressional approval— 
although as an international body it has been assisting during the past 8 years 
in the gradual erosion of our tariff structure. 

(4) We ask here, Why does Congress at this time debate over the administra- 
tive arm of a body without considering the body in toto, namely GATT? 

(5) We feel the proponents of the lowering of our tariff rates by what would 
appear to be unconstitutional methods are using the congressional passage of 
OTC as a subterfuge for real or implied long delayed recognition by Congress of 
GATT itself. 

(6) Therefore in this regard why not put the father (GATT) up for considera- 
tion before your committee, rather than the offspring ‘“‘administratively’’ speak- 
ng—the OTC? 

(7) Is it possible that the proponents of OTC fear that GATT in itself is uneon- 
stitutional—despite the claims of the present and past executive branch of the 
Government that the Reciprocal Trade Agreement Act of 1934 included such 
delegation of power of tariff regulation to the President and/or the Department of 
State? 

(8) We question further this unconstitutional assumption of power by the 
executive branch. Our limited knowledge of constitutional procedure leads us to 
believe that if article 1, section 8, paragraph 3 of the Constitution is to be changed 
that it should be done by process of a constitutional amendment. 

(9) Our industry already has been seriously injured by importations authorized 
through the lowering of tariffs—by means of bilateral trade treaty concessions and 
lately by multilateral international negotiations around the GATT table. This 
beaverlike gnawing at the very foundation of our tariff has resulted in practically 
a complete 50 percent reduction—and in some cases a 75 percent lowering of rates 
from original Hawley-Smoot tariff rates. The impact of these lowered duties is 
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being felt more and more by many industries in our own land. To enlarge the 
operations of GATT through your backdoor recognition of OTC seems a furthering 
destructive action of our own. tariff. 

(10) To date Congress has been delegating its tariffmaking powers (the constitu- 
tionality to do so yet to be determined) to the executive arm of the Government 
to such an extent that the practicality of the continuation of your own committee’s 


consideration of tariff matters is to be questioned. GATT seems to be taking this 
all over to itself. 


In summation—our association feels: 
(a) The passage of OTC, a branch of GATT, when Congress has avoided action 
on GATT for 8 years, would not be honest. Recognition by Congress of GATT 


should come first—the cognizance of the whole—rather than a part thereof is 
fundamental. 


(b) The impact of the gradual lowering of our tariffs under pressure of inter- 
national groups is being so decidedly injurious to many of our various industries 
that it is propitious Congress should now devote its time to serious consideration 
of its constitutional duties toward our trade ard tariff and to discontinue its dele- 
gation of this power to a nonelected bureaucratic body, i. e., such as GATT or its 
offspring, OTC. 

H. F. Rocug, 
Chairman, Economic and Legislative Committee. 

The CuartrMan. I notice, Mr. Love, that Mr. Roger Milliken is 
to appear with you. Does he desire to appear with you? 

Mr. Love. He will follow me. 

The CuarrMan. You are listed together, so please come forward. 
We have a very limited time schedule this morning. 

You are speaking for the same industry, are you? 

Mr. Love. Yes. 


STATEMENTS OF J. SPENCER LOVE, CHAIRMAN OF THE BOARD, 
BURLINGTON INDUSTRIES, INC., ON BEHALF OF THE NATIONAL 
COUNCIL OF TEXTILE INDUSTRIES, AMERICAN COTTON MANU- 
FACTURERS INSTITUTE, NATIONAL FEDERATION OF TEXTILES, 
NATIONAL ASSOCIATION OF WOOL MANUFACTURERS; AND 
R. BUFORD BRANDIS, ON BEHALF OF AMERICAN COTTON 
MANUFACTURERS INSTITUTE 


Mr. Love. I am Spencer Love of Greensboro, S. C., chairman of 
the board of Burlington Industries, Inc. The next witness, Mr. 
Roger Milliken, and myself are appearing here today on behalf of 
the textile industry in opposition to H. R. 5550. We speak for the 
National Council of Textile Industries and, through it, for the 
member associations—the American Cotton Manufacturers Institute, 
the National Federation of Textiles, and the National Association of 
Wool Manufacturers. 

During 1955, the textile industry, including manufacturers of 
apparel and other end products, employed an average of 2.3 million 
persons, accounting for 14 percent of total manufacturing employment 
in the United States. In addition, a substantial portion of the 813,000 
workers in the chemical and allied products industry group are en- 
gaged in the production of manmade fibers, dyes, bleaches, and other 
chemical products used in textile manufacturing. Many thousands 
more are employed in the manufacture of textile machinery, and cotton 
agricultural machinery. Probably textile manufacturing and di- 
rectly related allied activities account for one out of every six jobs 
in American manufacturing today. In addition, of course, several 
million people in this country derive their livelihood from the growing 
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of cotton and the preparation and movement of the crop from the 
farm to the mill door. 

The textile manufacturers of this country, regardless of which 
nee fibers they individually process, are united in opposing 

nited States membership in the proposed Organization for Trade 
Cooperation. We are opposed to it because OTC. constituting as it 
does an endorsement of GATT, would guarantee a continuation of 
GATT’s trade policy. This policy has already done much damage 
to the textile industry and threatens to do much more. Furthermore, 
United States membership in OTC would freeze this situation by 
removing from the Congress effective control over our foreign trade 
policy as specifically delegated to the Congress by the Constitution 
of the United States. Delegation of such vital authority, in whole or 
in part, to a supranational organization in which the United States 
would have but one vote in 35 would, in my judgment, add so much 
more uncertainty and doubt as to the future of textile operations in 
this country as to have serious consequences. 

With your permission, I want to summarize briefly the situation 
in which the textile industry finds itself today. 

At no time in the past 5 years has the textile industry in the United 
States earned a rate of profit after taxes anywhere approaching the 
average of United States manufacturing industry as a whole. Even in 
1955, with an improved business picture, the textile mill products 
industry profit rate was only half as large as that of United States 
manufacturing industry as a whole. This is the case where profits are 
figured as a percent on sales or as a percent on stockholders’ equity. 
This decline in profits has directly resulted in a 50 percent reduction 
in the industry’s spending on new plant and equipment since 1948 
and the industry continues to shrink in volume of equipment in 
place. 

In my own company, with half again as much average volume over 
the 1951-55 period, due almost entirely to diversifying acquisitions 
with borrowed money, our average profits were less than half those of 
the 1947-50 period. Such results as these are generally characteristic 
of the industry. 

Another indication of this situation is that the textile industry in 
the United States has not participated in the postwar expansion of 
the American economy to any important extent. According to the 
Federal Reserve Board, production of all textiles has increased only 
10 percent since pre-Korean days, while total industrial production 
has been increasing 44 percent. 

The foregoing facts can have no other meaning but that the textile 
industry is in close to the poorest condition of any major United States 
industry to absorb large new import competition. Yet the cotton seg- 
ment of the industry was singled out last year for drastic tariff reduc- 
tions in the GATT negotiations at Geneva. 

The tariff on cotton cloth in the gray was reduced by about 27 
percent. On Japanese cloth comparable to our 39-inch, 80 x 80, 4.00 
yards to the pound print cloth, for example, the most important single 
item in United States production, this tariff cut alone is the equivalent 
of two times the profit per yard in 1954 of the average United States 
gray goods sales mill, the latest year for which such data are available. 
On most of the bleached, printed, dyed, and colored cloths the tariff was 
cut by 48 percent. 
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Because there are relatively few important secret processes or 
patents in the manufacture of textiles, because most machinery is 
readily adaptable to a vast range of cloth constructions, and because 
the industry in the United States is highly competitive, being composed 
of hundreds of independent companies, the price structure of the entire 
industry is extremely sensitive to small variations in supply and 
demand. 

Virtually the entire output of the American textile industry, to- 
gether with imports from abroad, is priced and sold in New York City. 
In the cloth market lead times between orders and deliveries are 
frequently several months long. The availability of foreign deliveries 
with normal lead times means that the price effect on the New York 
market is far greater than actual imports from abroad would seem to 
indicate, for the buyer uses foreign availabilities to beat down United 
States prices. 

The offer in New York of a relatively small amount of foreign goods 
at a lower price will not only result in a decline in price of the compar- 
able American-made product but by stimulating the shift of mill 
machinery to other still profitable cloth constructions, will spread the 
price decline and profit squeeze rapidly throughout the entire range 
of goods. Furthermore, this chain reaction is usually accentuated by 
concentration of imports in particular types of cloth and is often 
aggravated by substantial and apparently unlimited availabilities. 

Owing to the foreign industry’s great competitive advantage result- 
ing from lower costs of both raw materials and labor, and the ability 
of a cartelized industry like Japan’s to target its shipments against 
segments of the intensely competitive American industry, the only 
certainty is that nothing stands in the way of Japan’s taking over 
almost any portion of the United States textile market when and as 
she decides to do so. 

The rapid growth of import competition in cotton textiles, largely 
from Japan, which followed upon the 1955 tariff cuts, illustrates the 
extreme vulnerability of the United States textile industry to unreal- 
istic trade policies of the sort OTC would perpetuate. The Association 
of Cotton Textile Merchants of New York estimates total imports of 
cloth in the form of piece goods, household articles, and clothing into 
the United States for 1955 at not less than 250 million yards. An 
additional 60 million yards have come in in the form of blouses alone. 
Some 35 million yards represent table damask, towels, and sheets 
and pillowcases. Imports of shirts, handkerchiefs, and a variety of 
other apparel items account for the balance. Not included are sundry 
lines not readily converted to yardage terms. These imports represent 
roughly 40,000 less jobs or 40,000 American men and women for whom 
there is suddenly no livelihood in the textile industry. 

The impact of such imports becomes clear when we consider that 
though the specific items Japan is shipping us may on the surface be 
equivalent to only about 2.5 percent of United States production 
stated as a general average, imports have taken about 70 percent of 
our velveteen market and 30 percent in ginghams. 

It is worth mentioning that the American velveteen people, after 
having in effect lost their market to Japanese manufacturers, filed 
for relief on January 23, 1956, under the so-called escape clause of 
the Trade Agreements Extension Act. June 19, 1956, has been set 
for the hearing before the United States Tariff Commission, and it 
is estimated that a decision will be reached by the end of the year. 
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We don’t know what action the Tariff Commission will take, but 
all reasonable men certainly must agree that this surely is a slow 
way to escape. 

On the broad basis a loss of 250 million yards is a serious loss for 
the textile market. When we add that our exports of cloth have 
fallen 250 million yards from 1951 to 1955, largely from competition 
with Japan overseas, it is clear that real damage is being inflicted 
even on so large a textile industry as ours. A half billion yards a 
year can and often does spell the difference between a good year and 
a bad year for the textile industry. 

Even the best Japanese wage scales are only about one-tenth of 
the prevailing scale of the United States textile industry. Such a 
differential combined with lower raw material and other supply costs 
makes possible prices which, while profitable to the Japanese textile 
industry, are completely ruinous to the American. The observation 
of American textile-mill-operating executives recently visiting Japan, 
is that the larger Japanese mills labor productivity is as high as in 
the United States industry; and that it is, of course, the larger and 
more modern mills of Japan which dominate the export trade to the 
United States. 

In addition, of course, Japan is now buying cotton, including 
United States growths, several cents a pound cheaper than United 
States mills must pay. In fact, the United States Government has 
just announced an expansion of the program of selling American 
cotton abroad below the price paid by the American manufacturer. 
World prices on synthetic yarns and fibers are generally lower also 
than in the United States. 

The net result under GATT has been the contraction of United 
States textile-export markets and the opening of our domestic market 
to a full-scale attack by overseas industries operating western-type 
machinery at oriental wage levels. Under such circumstances, there 
is little likelihood that the needed equity capital will be forthcoming 
to modernize and expand the United States textile industry in line 
with peacetime needs, much less essential defense requirements. 

In recent years, mill property after mill property has been sold at 
prices equal to or less than 50 cents on the replacement dollar. Textile 
equities, including those of the very best companies, sell character- 
istically in recent years at less than 50 cents on the replacement 
dollar on the established exchanges. And this is going on during 
= eriod of the most dynamic growth in American history. 

e Cuarrman. Mr. Love, you have consumed your time. How 
near indian are you? 

Mr. Love. About 3 minutes. 

The CHarrMAN. It just means that some of the other witnesses 
listed may not have an opportunity to appear. Would it be agreeable 
to you to insert the rest into the record? 

Mr. Love. I will be happy to insert the rest in the record. 

Mr. Miuurxrin. Mr. Chairman, I submit that we are here on behalf 
of an industry that employes 2,300,000 people, whose jobs we consider 
to be in jeopardy under GATT, and whose jobs will be frozen in 
jeopardy if OTC passes. I would like to beg that we have the right 
to finish our presentations before your committee. Already 40, 000 
people have lost their jobs under GATT and the future is a very dark 
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one. I would beg leave to let us present this case affecting 14 per- 
cent of manufacturing labor to this committee in full. 

The CuarrMan. The difficulty is there are many other witnesses 
here to speak in connection with the same industry. It may be that 
they may not get an opportunity to be heard. If you want to take 
all the time and deprive them of an opportunity of being heard that 
is your responsibility. 

Mr. Rexep. Mr. Chairman, I hope we can be liberal enough to let 
him finish this paper. 

The Cuatrman. All right. Proceed. 

Mr. Love. It can only be explained by the fact that the investor 
must believe that the textile business is going to live constantly 
under the cloud of unbearable competition from low-wage countries. 
Necessary new capital, and I want to emphasize that point, for the 
most essential requirements of modernization, expansion, research, 
and development is obviously not seeking employment in the textile 
manufacturing industry. 

The American textile industry today has no reserve capacity such 
as it had at the outbreak of World War II, and in that war there 
developed acute shortages of key textile items. 

As Chairman of the Textile, Leather, and Clothing Bureau of the 
War Production Board, from October 1943 to December 1944, I have 
vivid personal recollections of the problems we faced at that time. 
At the commencement of the war emergency, the cotton and woolen 
portions of the industry were just starting to utilize their third-shift 
capacity, and this reservoir made it possible for us to squeeze out 
minimum needs without rationing. We have 8 percent less spindles 
and 8 percent less looms in the textile industry today than we had at 
that time and are running mostly on a 3-shift basis, against a 2-shift 
basis at that time. With substantial population increases and the 
industry now having little or no shift-capacity reserve, it is obvious 
that we would have to go to a system of rationing immediately if 
such an emergency should confront us again. In this connection, the 
plight of the woolen and worsted end of the industry is particularly 
serious, as mentioned by the previous witness. 

A petition has already been filed with the Office of Defense Mobiliza- 
tion by the National Association of Wool Manufacturers under 
section 7 of the Trade Agreements Extension Act of 1955, relating to 
the effect of imports upon the adequacy of the United States wool- 
textile plant today to meet United States emergency military require- 
ments. 

This country cannot afford further decline in its basic textile- 
manufacturing capacity or deterioration in its facilities. Many 
American communities, whole States in fact and certain portions of 
your State, Mr. C hairman, are almost wholly dependent upon textile- 
mill pay rolls. World competition is already pinching our pay 

envelopes and deterring our employees from enjoying the full fruits 

of better conditions in industry generally. Unless the threat of 
everincreasing textile imports at sales prices below United States 
production costs is removed, equity capital needed to keep this basic 
industry modern and competitive with other segments of our economy 
will become less and less within reach and plants will continue 
to close. We will lack the essential minimum capacity for any 
emergency needs. 
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It would be fallacious to appraise this influx of cheaper textiles as 
a net gain for American consumers or as true stimulation of world 
trade. The American textile plant is adequate for our present peace- 
time requirements. Thus any increases in imports represent dis- 
placement of mill operations and employment in this country. Ameri- 
can textile employees are the highest paid textile workers in the world 
and, as such, constitute far greater consumers, when employed, of 
this world’s goods than their foreign counterparts anywhere. In 
essenc2, these cheap labor imports represent completely unfair 
competition with and displacement of American textile workers. 

I might add that this competition even goes to the extent of fre- 
quently copying our exact designs and patterns. 

I am proud of the American textile industry. We will bow to no one 
in our loyal and patriotic devotion to our country. We are more 
than willing to accept our share of the burden of the cold war, but we 
must warn you that we are being pushed into a very unhealthy state 
and our strength is a part of the strength of America. We are a part 
of America’s essential system of defense. 

Some have said that in time of national emergency, the textile 
industry is second only to the steel industry in importance. Since 
winning the war and in the spirit of international amity, brotherhood, 
and good will, the United States has poured money into Japan and 
other low-wage countries. We have been constantly exchanging 
technological know-how under the point 4 and other programs, and 
now we are helping see to it that basic raw materials for textiles will 
be available at substantially lower levels than our domestic prices. 
The textile industry has not opposed these programs; it has even 
participated in the point 4 work constantly in the interest of contribut- 
ing to world progress. 

However, when the end result of such programs is permitted to 
lead to the gradual confiscation of our major industries, to the gradual 
loss of hundreds of thousands of jobs and to the ultimate desolation 
of entire communities, the textile industry can only rise with all the 
strength it can muster to protest what is not only the grossest sort of 
injustice but what will also lead to ultimate economic suicide. 

We, therefore, oppose this legislation. 

I thank you. 

The CuarrMAN. Does that complete your statement? 

Mr. Love. Yes, sir. 

The CuarrmMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Reed, of New York, wants to ask a question. 

Mr. Resp. Have you studied the differential in wages between the 
industries of Japan and this country? 

Mr. Lovs. Yes, sir. 

Mr. Reep. Can you give us a quick statement on that? 

Mr. Love. It was in my statement. The highest Japan wages 
represent 10 percent of our average wages here. 

Mr. Reep. I know that it is in your statement, but I want to 
emphasize it. You just cannot compete with them on that basis, 
can you? 

Mr. Lovs. It is utterly impossible. It is just a question of how 
much they want. 
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Mr. Rzep. So that eventually they can take over this market? 

Mr. Love. They can take over any portion of this market they want 
to at any time. 

Mr. Resp. I have a little village in my section where there used 
to be located a very small industry making doll clothes. They only 
employed elderly people. Japanese competition wiped out that 
business. It used to support about 80 elderly people. Now many 
of them have had to go on relief. 

The CHairMan. Are there any further questions? 

Mr. Baker of Tennessee will inquire. 

Mr. Baker. Mr. Love, I want to compliment you on making a 
very fine presentation. 

About what is the wage scale in the American textile industry? 

Mr. Love. I would say that the average earnings in the American 
textile industry are around $1.35 to $1.40 an hour, with the mini- 
mums, average minimums, being from $1 to $1.10, and the high 
skilled workers averaging around $1.80 an hour. 

Mr. Baker. Is it true that last year’s increase in the minimum 
wage had no particular effect on the textile industry? My corre- 
spondence indicated that. In other words, very few segments of 
the industry had to raise anything to take care of that amendment. 

Mr. Love. There were segments of the industry, and particularly 
the garment end of the industry, that were affected. I would not 
say it was not noticeable. There was a substantial portion of the 
industry affected, but not the major portion. The manufacturing 
or fabricating portion, which I represent, there was very little effect 
from that. We were paying $1 minimum, anyway. 

Mr. Baker. In addition to Japan, what other country furnishes 
this dangerous competition? West Germany? 

Mr. Love. West Germany, England—any country. The wages in 
this country, so far as I know, are double any country, except Canada. 

Mr. Baker. Has relief been sought from the Tariff Commission 
heretofore, besides the one you told about in your statement? 

Mr. Love. There has been, to my knowledge, no filing under the 
emergency relief clause, but the industry has been constantly trying 
to present its case before agencies who were consequentially interested. 

Mr. Baker. With what results? 

Mr. Love. With a lot of specious statements to the effect that 
there was no intent to expend the industry, promises that if things 
got bad certainly someone will give relief. But as a practical matter, 
every step, including particularly the type of steps that are now under 
consideration, have been completely in the opposite direction. 

Mr. Baker. Has any effort been made to present your situation to 
the representatives of GATT? 

Mr. Love. I cannot tell you that. But what contacts we have 
had have been very unsympathetic. I think we would think it 
was a waste of time to try. 

Mr. Baker. If any relief has been sought through the method of 
GATT, there have been no results? 

Mr. Lover. Correct. 

Mr. Baker. That is all. 

The CHarrMan. Mr. Curtis, of Missouri, will inquire. 

Mr. Curtis. Mr. Love, I am going to direct a question to you but, 
in order to save time, this same question would apply to any other 
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witness of an industry that has been affected. I would like to have 
supplied for the record, if it not in your statement, any experience 
your industry has had with the mechanics of getting your point of 
view across to the board of negotiators, that is, those who actually 
negotiate the trade agreements under GATT before these agreements 
were entered into. Any experience along that line that would be of 
benefit to the committee. Rather than take up the time now, if you 
could supply that for the record, I would appreciate it. 

Mr. Love. We can answer the question, if you wish, but we will 
be glad to supply it for the record. 

(The information requested follows:) 


THE AMERICAN Cotton MANUFACTURERS INstTITUTE, INC., 


Washington, D. C., March 16, 1956. 
Hon. Tuomas B. Curtis, 
United States House of Representatives, 
House Office Building, Washington 25, D. C. 


DeaR Mr. Curtis: During yesterday’s hearing on H. R. 5550 before the Ways 
and Means Committee, you asked that we furnish for the record the correspond- 
ence between the then chairman of our Foreign Trade Committee, Mr. Norman 
EK. Elsas, and the Department of State relative to our offer to furnish industry 
advisors in connection with the GATT negotiations of 1955. The material you 
requested is enclosed herewith. 

Sincerely yours, 
Ropert C, Jackson. 


ATLANTA 1, Ga., November 4, 1954. 
Mr. Cart D. Corse, 
Chairman, Interdepartmental Committee on Trade Agreements, 
Department of State, 
Washington, D. C. 


Dear Mr. Corse: The cotton textile industry is greatly pleased that the 
State Department has under consideration the use of technical experts as advisors 
in trade agreement negotiations. In response to your very kind invitation, we 
are submitting herewith certain suggestions and recommendations relating to 
the utilization of advisors from our industry. 

We believe that technical advisors selected from trade and industry should 
be accorded official status as advisory members of the American delegation. 

They should be appointed by the State Department from a list of nominees 
submitted by the appropriate trade association or by a specially designated 
industry committee. To reduce the burden of government expense, we suggest 
that the industry bear the expenses of advisors. 

As to general qualifications, advisors should be men of long experience and 
expert knowledge in their respective fields. They should possess the full con- 
fidence of their respective industries, both as to judgment and integrity. 

A panel of advisors whose duties relate to the cotton textile industry should 
consist of one or more experts from the production division of the industry. They 
should know intimately the machinery and technicalities of operation; be closely 
acquainted with the factors of cost as they exist in the various product groups 
subject to negotiation and have also a good working knowledge of the costs and 
procedures involved in finishing operations. 

The panel should also include one or more experts in the field of textile distri- 
bution, whose experience covers the export trade as well as the domestic market 
and which embraces also a representative number of cloth types, both of natural 
and synthetie fibers. 

When warranted by the scope of the negotiations, there should also be a third 
classification of membership in the panel. This would provide for an advisor 
especially qualified by a knowledge of overall industry conditions and industry 
relationships with allied activities, such as the cutting and knitting trades, finish- 
ing and converting operations and industrial consumption. He would also have a 
knowledge of the competitive relationships of the various fibers and their com- 
parative status in the various fields of consumption. This third type of member 
presumably would act as secretary to the group and would have the responsibility 
of assembling and organizing pertinent factual information, foreign and domestic, 
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in preparation for and during the negotiations. He could also provide assistance 
in the analysis of potential trade impacts arising from the exchanges of conces- 
sions being considered. 

The qualifications and duties here indicated would suggest that this type of 
advisor be selected from the staff of the central or overall trade association. 
Supporting this view is the further consideration that such a third member, 
because of his enduring relationship to the industry as a whole would be sub- 
sequently available for later agreements, thus assuring the accumulation of 
knowledge and experience needed by government and by industry in the prose- 
cution of a long-range program. 

It is our thought that an advisory group of this character would be invaluable 
to the negotiating committee during the actual course of the trade agreement 
conferences. They should be an integral part of the American team in all private 
conferences and consultations relating to textile concessions. It is our belief 
that they should also be present in the bilateral bargaining conferences for pur- 
poses of supplying information and advice when called upon. We also believe 
that the American negotiating team should not make final commitments respect- 
ing concessions without availing themselves fully of the judgments of the textile 
advisors. 

With our deepest thanks for your consideration of these recommendations, 

Sincerely yours, 
Norman E. Exsas, 
Chairman, Foreign Trade Committee, 
American Cotton Manufacturers Institute. 


DEPARTMENT OF State, Washington, January 7, 1955. 
Mr. Norman E. E.sas, 
Chairman, Foreign Trade Committee, 
American Cotton Manufacturers Institute, 
Atlanta 1, Ga. 


Dear Mr. Exusas: Thank you very much for your thoughtful letter of Novem- 
ber 4, 1954 (file NEE:2) in which you set forth certain suggestions and recom- 
mendations regarding the utilization of trade and industry advisors in trade 
agreements negotiations. The pressure of work connected with the forthcoming 
tariff negotiations and related problems is responsible for the delay in this reply. 

As I indicated at hearings before the Committee for Reciprocity Information, 
the Commission on Foreign Economie Policy (‘‘The Randall Commission’’) 
observed in its report last January that in the course of tariff negotiations there 
should be closer consultation with domestic producers on technical problems 
without permitting them to participate in actual negotiations. It is noted that 
one difference between your recommendation and the Randall Commission’s 
suggestion is that you would make the industry advisors members of the nego- 
tiating teams while the Randall Commission’s suggestion would not permit 
the advisors to participate in actual negotiations. 

A great deal of thought has been given, within the Government, to the problem 
you raise. It has become clear that any acceptable plan for giving increased 
representation to the views of industry will have to overcome several basic dif- 
ficulties. One problem is how to obtain equitable representation of the many 
products involved in trade-agreement negotiations without either involving 
such a large number of people as to hamper the work of the delegation or dis- 
criminating against some who are not included in the representation. Next, 
there is the problem how to define the proper function of industry representatives. 
While there may be isolated cases in which technical advice from industry would 
be helpful, there are generally other ways of getting such information if it is 
really important. It would obviously be very unfair to go beyond that point 
and shift to private individuals any part of the responsibility for decision, which 
must be assumed by the Government. 

You will, I am sure, appreciate that both of these objections apply to your 
own suggestions, as they do to other suggestions that have been made up to 
now. Continuing thought is being given to this matter, however, and we are 
hopeful that it may be possible to find a solution. 

Sincerely yours, 
Cart D. Corse, 
Chairman, Interdepartmental 
Committee on Trade Agreements. 
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Mr. Curtis. I do have one specific question, somewhat along the 
line of the question of Mr. Baker. Did you try to present your case 
before the Committee on Reciprocity Information? 

Mr. Love. Yes. 

Mr. Curtis. To be specific, referring to your sentence on page 3, 
‘vet the cotton segment of the industry was singled out last year for 
drastic tariff reductions in the GATT negotiations at Geneva,” I was 
wondering if that specific thing was gone into before the Committee 
on Reciprocity Information. 

Mr. Love. Yes. 

Mr. Curtis. What was your experience? 

I wonder if that gentleman would, for the record, identify himself. 

The CuarrMan. If you are going to make a statement, identify your- 
self for the record. 

Mr. Branpis. I am Buford Brandis, on the staff of the American 
Cotton Manufacturers Institute. 

In answer to Mr. Curtis’ question, the industry did appear before 
the Committee for Reciprocity Information, sir, at the appointed time, 
in the fall of 1954, prior to the negotiations to which Mr. Love referred 
under GATT, which occurred about last winter. 

Mr. Curtis. What findings did the Committee on Reciprocity 
Information make, if you know? 

Mr. Branopis. Sir, we do not know exactly what the findings were. 
Those are not in detail in a public record. We do know, of course, that 
under the peril point provisions of the legislation, when a negotiation 
occurs, the Government announces if any concessions violated the 
a points as found, as a result of information submitted in those 

earings. That is, the peril point hearings before the Tariff Commis- 
sion. 

Mr. Curtis. Were you appearing on peril point procedures, along 
peril point procedures, or were you just trying to give the Committee 
on Reciprocity Information the information about your industry? 

Mr. Branpis. Sir, we appeared in both cases. 

Mr. Curtis. In both instances? 

Mr. Branopis. The hearings ran simultaneously, as is the custom, 
before the Committee for Reciprocity Information and before the 
Tariff Commission for their peril point findings which they are 
required to make prior to such negotiations. There were no anaounce- 
ments that peril points had been breached in the case of the textile 
negotiations, which would indicate, of course, that the information 
which we submitted to the Committee for Reciprocity Information 
and to the Tariff Commission, did not, unfortunately, convince them 
that the industry should not have tariff cuts. 

I may say that if one goes back and reads the record of those 
hearings, we were pretty good prophets, sir, as to the result. 

Mr. Curtis. In other words, you thought it was a futile gesture? 
Is that what you are trying to insinuate? 

Mr. Branpis. Let me put it this way, sir: Our appearance before 
the Committee for Reciprocity Information certainly did not result, 
as far as we can see, in any safeguarding actions for our industry in 
the following negotiations. 

Mr. Curtis. Do you know whether the information you presented 
to the Committee on Reciprocity Information was passed on to the 
board of negotiators, whether they agreed with your findings or not, 
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whether the information you presented was gotten into the hands of 
the negotiators before they negotiated? 

Mr. Branpis. Sir, we appeared at the scheduled time, and we filed 
the information available to us. Beyond that, we do not know what 
happened to it. 

Mr. Curtis. There is no procedure set up for you to know, is 
there? 

Mr. Branopis. No, sir. 

Mr. Curtis. That is all. 

Mr. Simpson. Mr. Chairman? 

The Cuarrman. Mr. Simpson of Pennsylvania will inquire, Mr. 
ove. 

Mr. Stupson. Mr. Love, the significant fact is that if you got the 
information to any one of these committees, of one thing you are 
sure, they never acted upon it favorably anyway, so they probably 
paid no attention to it? 

Mr. Love. That is correct. We have constantly, shall I say, been 
all over Washington. I have been on committees myself. We have 
called on people and we would get the statement, ‘Well, we don’t 
intend to let a basic industry in this country be hurt.’”’ Yet what has 
actually happened is that every step that is taken, officially, legally, 
is hurtful, and textile mills are closing up all over the country. 

Mr. Stmpson. Do you have any doubt but that that is the way it 
is intended? 

Mr. Love. I do not think that the officials—— 

Mr. Stimpson. Not by the Congress. That is why you are here to- 
day to protect yourself. I am glad to see you fighting for it. 

Mr. Love. I do not believe that the Congress or the officials that 
administer these agencies—I think they do not intend to hurt a basic 
industry, but they do not realize the impact of what they are doing. 
They think because the past statistics do not prove that the industry 
is seriously hurt that they do not see what we see who live with it 
every day, who see what is going on underneath the surface. 

Mr. Simpson. You tell us today that new capital going into the 
textile industry is less than 50 percent of the average new capital 
going into big industry in this country. Is that so? 

Mr. Love. There is literally no new equity capital going into the 
textile industry. You can buy the stocks of my company or any other 
large company on the New York Stock Exchange this minute for 50 
cents on the dollar of replacement cost, or any other equitable basis. 

Mr. Simpson. And you tell us, too, and I understand, that the 
greatest danger to your industry is the threat of imports hanging 
over the market all the time. This affects the price and beats it down 
to a mere minimum of potential profit, with the result that the other 
country can take the market when it wants to. 

Mr. Love. That is not only our appraisal, but it is the appraisal 
of the investment markets. 

Mr. Simpson. Is it a fact that these countries could take any im- 
portant part of our market any time they wanted to? 

Mr. Loves. Any part they want. They looked upon the tariff re- 
ductions last year, they are watching them very closely, and those 
tariff reductions were a signal for a large increase. They know that 
if they move too fast, that the Congress or someone will step in. 
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Mr. Simpson. Do you put any confidence in that as a permanent 
policy? Do you think Japan will limit their exports to the United 
States? 

Mr. Lovs. They will move just as fast as they think they can get 
away with it, without the Congress or without public uproar. 

Mr. Simpson. Is it your viewpoint that if we approve the OTC, 
we are putting another barrier against relief from excessive imports? 

Mr. Love. A very major barrier, yes, and it will be another green 
light to the foreign low w age exporter. 

“Mr. Simpson, And that is the basis of your objection to OTC? 

Mr. Love. Well, that is the major one, yes. 

Mr. Stmpson. Partly. 

Mr. Love. Yes. 

Mr. Stimpson. Thank you. 

The CHarRMAN. We thank you, gentlemen, for your appearance 
and the information given the committee. 

Did you have something you wanted to add to what the testimony 
is that has been given? 

Mr. Mi.uiKken. Yes, sir. We have consolidated, Mr. Chairman, 
the presentation of our industry into this statement under the spon- 
sorship of the National Council of Textile Industries, which is com- 
posed of the American Cotton Manufacturers Institute, the National 
Federation of Textiles and the National Wool Manufacturers. 

We have reduced our representatives here from 3 to 2, and I would 
like to beg permission to present the preparation I have here. 

The CHarrMaNn. All right. Without objection you may proceed. 
Give your name, address, and the capacity in which you appear. 


STATEMENTS OF ROGER MILLIKEN, PRESIDENT, DEERING, MIL- 
LIKEN & CO. ON BEHALF OF THE NATIONAL COUNCIL OF 
TEXTILE INDUSTRIES, AMERICAN COTTON MANUFACTURERS 
INSTITUTE, NATIONAL FEDERATION OF TEXTILES, AND NA- 
TIONAL ASSOCIATION OF WOOL MANUFACTURERS; AND 
CLAUDIUS MURCHISON, ECONOMIC ADVISOR, AMERICAN 
COTTON MANUFACTURERS INSTITUTE 


Mr. Minirken. Mr. Chairman, I am Roger Milliken of Spartan- 
burg, S. C., and am president of Deering, Milliken and Co. 

In the interest of saving your time, I would like to enter the written 
testimony into the record and comment on certain parts of it. 

The Cuarrman, Without objection you may do that, but bear this 
in mind, that we are sometimes losing time by doing that, it taking 
more time to summarize than by reading. 

Mr. Mituiken. I will try to do that. Could I start by answering 
a question that Mr. Baker asked as to whether any part of our industry 
had applied for relief. 

The velveteen branch of our industry did apply for relief. In 
their case, they have lost 70 percent of their business to the Japanese 
with the remaining 30 percent being worthless as far as showing any 
profit or anything else. In January of this year, they filed an appli- 
cation for relief and were told that the hearing ‘would take place in 
July. It is our understanding that the average length of time that 
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has transpired between the average filing of applications for relief 
and the hearing of such a case, is 3 months. 

But in the case of the textile industry, where 70 percent of a market 
has been lost, the date of the hearing was postponed until 6 months 
after the date of filing. In the blouse industry, where 30 percent of 
the business of the blouse manufacturers and, therefore, the cloth 
that was made for it by the textile mills, has been lost. They have 
also filed, m February of this year, and they were told that their 
case would be heard in August, again a delay of 6 months. 

So we feel that there is a concerted effort to prevent the textile 
industry from getting any relief, because if they were to get relief, it 
would go against the announced purposes of GATT and, therefore, it 
would be impossible for the Government agencies to accede to the 
relief that was desired. 

On page 3 of my testimony, I say that after 8 years of so-called 
liberalizing influence on tariffs, United States tariffs have been re- 
duced by two-thirds or more, and certain of our home markets are 
being converted into international dumping grounds. Yet American 
products moving abroad find few trade barriers which have been low- 
ered by more than a shaving, while most of them are higher. Textile 
tariffs outside the United States and Canada on the average are much 
higher and in some countries are actually prohibitive. In the few 
countries where they have not been raised, import licenses, exchange 
allocations and embargoes do the job even more effectively. 

Such is the tariff record of GATT. Even more extraordinary have 


been its activities in the remaining areas of economic policy. 
Now I will turn to page 6. 


The Government of the United States in both its executive and 
legislative branches is now deeply concerned with certain problems 
and programs relating to cotton. These are of vital interest to the 
total economy and affect directly the future well-being of cotton agri- 
culture in the United States as well as the domestic manufacturing of 
cotton goods and apparel. Consequently, we take it for granted that 
they are matters which fall within the unquestioned jurisdiction of our 
own Government. But other countries may have contrary ideas. 
If, so, GATT will see to it that they are organized, expressed, and 
implemented. 

We now stagger under the burden of a mammoth cotton surplus 
brought about largely by the tremendous increase of foreign cotton 
production under the sheltering umbrella of the American support 
price. In an effort to regain our fair historical share of the export 
market, our Department of Agriculture has announced a program of 
cotton ‘surplus disposal which means that American cotton will be 
sold for export at the world level of competitive prices. 

Surplus disposal, either by subsidy or by price differential, violates 
one of the cardinal principles of GATT. GATT is committed to the 
earliest possible elimination of such practices even though long estab- 
lished, and in the case of new or future instances, approval is given 
only on a temporary or provisional basis. Every case is kept under 
continual review and is always subject to such actions or judgment as 
GATT may decide upon. 

Consequently, a lot of things will be going on behind the curtains 
during the coming months that the American public will not know 
about. The United States will have to report its cotton policy to 
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GATT and engage in consultations with interested countries under the 
aegis of GATT. The American delegate at the next session of GATT 
will have to justify our action to the other members. If successful, 
he will be voted a waiver with certain strings attached. If unsuc- 
cessful, he will be rebuked and the other cotton producing countries 
may be authorized to take retaliatory action. It is practically certain 
that GATT in this particular matter will become a fountainhead of 
denunciation of America and an instrument of opposition to American 
cotton policy. 

As our raw cotton situation has moved into a state of crisis, a similar 
emergency has developed with respect to the importation of cotton 
products. If the present rate of increase of Japanese goods is per- 
mitted to continue, unemployment in the textile and apparel indus- 
tries of the United States will grow in proportion and ghost towns will 
replace the thriving mill communities from Maine to Texas. 

The gravity of this problem is apparent both to the Japanese and 
the American industry. It is also freely acknowledged by the govern- 
ments of both countries, and both admit that an early solution is 
imperative. 

Such a solution could easily be reached by a simple agreement 
between the 2 governments with the technical aid of the 2 industries, 
as was done under the reciprocal trade agreements in 1937. Here, 
again, we stumble over GATT. In our judgment, the State Depart- 
ment refuses the way of mutual agreement because it is a way contrary 
to GATT. 

In the days of Cordell Hull, who is often called the father of the 
reciprocal trade program, and under whose ministry the State Depart- 
ment was more realistic and unbound than now in trade matters, we 
faced a similar problem with Japan. With the blessing and coopera- 
tion of both governments, the industries of the 2 countries worked out 
a solution which probably was the happiest and most constructive 
event in the relationship of the 2 countries during the tense years from 
1936 to 1940. We believe a way could be found to do it again, if it 
weren’t for GATT. 

On the administrative side of government, an even better solution 
could be worked out under section 22 of the Agricultural Adjustment 
Act, which was precisely tailored for this type of problem. Again, 
the State Department is in violent opposition. The shadow of GATT 
falls across the path. 

Up until about 2 years ago, GATT did not outwardly resist import 
limitations of the section 22 type, although they were contrary to 
stated principle and their ultimate prohibition was on the calendar. 
However, teeth were finally bared when the United States red iced 
import quotas on dairy products. The action was denounced and 
Holland was authorized to retaliate by reducing its imports of 
American wheat flour. 

At the Geneva Conference last year the general prohibition against 
the use of quantitative restrictions was confirmed. At the same time 
as a special concession, mind you, to the United States and as reported 
by the State Department “a waiver was granted which makes it pos- 
sible for the United States to apply import restrictions required under 
section 22 of the Agricultural Adjustment Act, notwithstanding cer- 
tain provisions of the agreement with which such restrictions may 
occasionally be in conflict. Under the terms of the waiver, the United 
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States will submit an annual report to the contracting parties of 
actions taken under the waiver.”’ 

The obvious purpose for requiring such an annual report is to make 
it increasingly difficult for our Government to comply with a provision 
of law, section 22, which was passed by the Congress almost 20 years 
ago and which has been the law of our land ever since. 

Gentlemen, here we find GATT saying to the Congress of the United 
States “‘As a special favor to you we are going to let you observe a law 
that you passed, but we are only going to let you do it on sufferance, 
and we may withdraw permission at any time.”’ 

Restrictions imposed by GATT also apply to the results of escape 
clause procedures. If a finding of serious injury to American industry 
occurs and the legal remedies of restored tariffs or quantity limitations 
are invoked, these correctives must still fight their way through GATT. 
They are given the type of processing we have previously described 
and are subjected to official approval or disapproval. In any event, 
the United States will be forced to provide trade compensation to the 
country against which the escape clause action was taken, and also 
extend the compensation to all other affected countries. 

Even in the Swiss watch case, our withdrawal of concessions had to 
be followed by tariff renegotiations. 

Let me tell you what happened. When we changed the Swiss 
watch import situation, we negotiated bilaterally with Switzerland 
which is not a member of GATT, because Switzerland was too smart 
to submit its foreign trade to the investigations of a supranational 
organization. We made our bilateral agreement with Switzerland, 
but in turn were told that we would have to negotiate some other 
reduction of tariffs. In this case, it was a reduction of tariffs on 
cotton knitted goods. Because we made this agreement with Switzer- 
land, which, mind you, is not a member of GATT, we were forced to 
pass ‘the same thing on to the Japanese, who have subsequently ¢ vreatly 
increased their exports to this United States and put another part of 
our industry in greater jeopardy than it was before. 

If, by escape clause procedure or any other administrative procedure, 
our recent textile tariff concessions to Japan should be withdrawn, 
our commitments to GATT would require us to renegotiate our tariff 
rates with at least 15 or 20 other countries. 

This and the other illustrations I have given of shocking fact are 
our reply to the assertions that our National sovereignty is not inter- 
fered with by membership in GATT. 

GATT interference with our sovereignty is not confined to the 
executive acts of our Government. It applies equally to any action 
of the legislative branch. 

At the moment, there are bills pending which relate to such matters 
as quotas, two price systems and other procedures. Are you gentle- 
men willing to endorse and recommend to the Congress the adoption of 
H. R. 5550 which would restrict your freedom of action on these or 
other legislative matters? 

The GATT is steadily tightening its restrictions around the hitherto 
unfettered actions of the executive, legislative, and even judicial 
branches of our Government. This has been done without your 
approval; yet you are now asked to validate these restrictions and to 
give to an international body a blank check for unknown and unlimited 
future trespasses on your powers. In this body, the United States has 
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only one vote and a vote that is equivalent to the vote that can be 
passed by the 300,000 population of Luxembourg, and it has no veto 
over any action taken. 

In being called to ratify the OTC-GATT, the Congress is asked to 
do something which not only violates the integrity of our republic as a 
sovereign power, but is also contrary to basic reason. You are asked 
to abdicate in favor of this organization which seeks to predetermine 
for all time what the policies and practices of all the countries of the 
world shall be. 

We are deeply indebted to the Committee on Ways and Means for 
this opportunity to express the views of the National Council of Textile 
Industries on the subject bill. We have considered carefully our past 
experience with GATT and its influence on the agencies of Govern- 
ment. We have appraised the articles of GATT, as revised, and the 
newly designed powers of OTC as proposed. We have viewed with 
alarm their encroachments on the prerogatives of Congress. 

We, as industry, gentlemen, have to face the competition of the 
Japanese, who since the war have built up their industry from 1,500,000 
cotton spindles to 8,500,000 cotton spindles, all of which are brand 
new copies of the last word in American machinery. We are asked to 
compete with an industry that pays 13 cents an hour wages against 
our average of $1.35 to $1.40. 

Further, under the recent decisions of the Department of Agri- 
culture, we are selling abroad a certain amount of cotton at the world 
price. This action, which has been taken, has further depressed the 
world market price to the point where the Japanese are able to buy 
cotton at 9 to 10 cents a pound under the price that we have to pay in 
this country. They have newer machinery, they pay 10 percent of 
our wages, they pay a third less for their raw material than we do. 

We know, from teams that we have sent over to that country, that 
they can take over any segment or all of the American textile industry 
which, with its affiliated garment industry, employs 2,300,000 people. 
They can take it over at will. It is our belief that they will take it 
over as fast as they dare. 

We cannot plan for the future, we cannot do the kind of research 
that we ought to do to help find further outlets for cotton, and, 
therefore, make more secure the position of the cotton farmer in this 
country, because we do not know where we stand. All of this has 
happened, gentlemen, under GATT. It will be formalized and frozen 
under OTC. We submit that that is placing an American industry 
that employs 14 percent of all manufacturing labor in an untenable 
position. 

Gentlemen, I thank you. 

(The statement referred to follows:) 


STATEMENT OF ROGER MILLIKEN, PRESIDENT, DEERING, MILLIKEN & Co., ON 
BEHALF OF THE NATIONAL CouNcIL OF TEXTILE INDUSTRIES, AMERICAN 
Cotron MANUFACTURERS INSTITUTE, NATIONAL FEDERATION OF TEXTILEs, 
NATIONAL AssOcIATION OF Woot MANvuFractTuRERS, IN Re: H. R. 5550 
(ORGANIZATION FOR TRADE COOPERATION), Marcu 15, 1956 


I am Roger Milliken of Spartanburg, S. C., and am president of Deering, 
Milliken & Co. 

In the beginning of my statement, I wish to reaffirm, on behalf of the National 
Council of Textile Industries, comprising the American Cotton Manufacturers 
Institute, the National Federation of Textiles, and the National Association of 
Wool Manufacturers, our opposition to H. R. 5550, as expressed by the previous 
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witness. We regard OTC and GATT, viewed separately or in combination, as 
instruments designed to suppress our national freedom in international trade; and 
our freedom as a nation to govern the internal economy of the United States in 
accordance with the Constitution and the laws of Congress. 

Far from being the agencies of progress and liberalism which they are reputed 
to be, GATT and OTC are in fact the devices of regimentation, restriction, and 
reaction. They represent in many respects a repudiation of the trade-agree- 
ments program as conceived in 1934. At that time the stated purpose was to 
stimulate trade on a reciprocal basis through separate agreements with indi- 
vidual countries, and in accordance with well defined principles and criteria. 
Each agreement was supposed to be one of mutual desire, arrived at on the 
principle of mutual benefit; and prompted by comparative considerations of the 
two economies involved. So constructed, it carried with it at least a sense of 
obligation and fulfillment and the parties could be reasonably sure that it would 
be carried out in good faith, on both sides. It was subject periodically to modifica- 
tion and renewal without crippling complications involving 30 or 40 other countries. 
The most-favored-nation principle was applied by the United States in most 
cases and at the same time section 336 of the Tariff Act was still considered to 
be in effect for the purpose of protecting American industry from unfair foreign 
competition. Under GATT, any such type of corrective action is made exceed- 
ingly difficult, if not wholly impracticable. 

That phase of the trade agreements program which resulted in bilateral agree- 
ments with 29 countries was brought to an end in 1947, on the grounds that it 
was not fast enough. Its replacement by GATT in 1947-48 marked a complete 
revolution of trade-agreement procedure in method, in scope, and in purpose. 
Its method was changed from the bilateral to the multilateral; its scope extended 
to include all international trade policies and practices in addition to tariffs; its 
purpose broadened to create a single system of world trade control under the 
jurisdiction of an international agency. Conceived in the hysteria of war, GATT 
was one of a litter of global machines and projects. The economies of war-torn 
countries were in collapse, their production facilities were paralyzed, their materials 
of trade and industry were depleted, and their currencies had limited accepta- 
bility. The social and economic stresses were further aggravated by the night- 
mare of communism. 

Into this setting the United States was already pouring its billions of bounty 
for relief and rehabilitation. In early 1948, it was launching the stupendous 
Marshall plan to finance the reconstruction of foreign industry and the settlement 
of international trade deficits. The resulting economic power and generosity of 
the United States was the primary factor in the formation of GATT. The 
member countries did not join because of devotion to universal trade principles, 
This is amply verified by the numerous exemptions, exceptions, waivers, and other 
escape devices which they insisted upon. Thus it appears their real purpose in 
participating was (1) to get into the “amen” corner of the American aid and 
ratuity program, and (2) to help pave the way into the markets of the United 

tates for their export products. 

Thus from the beginning the tariffs to be lowered by GATT were United States 
tariffs, and the trade to be expanded was the export trade of foreign countries 
into the United States. 

After 8 years of its so-called liberalizing influence on tariffs, United States tariffs 
have been reduced by two-thirds, or more, and certain of our home markets are 
being converted into international dumping grounds. Yet, American products 
moving abroad find few trade barriers which have been lowered by more than a 
shaving, while most of them are higher. Textile tariffs outside the United States 
and Canada on the average are much higher and in some countries are actually 
prohibitive. In the few countries where they have not been raised, import 
licenses, exchange allocations and embargoes do the job even more effectively. 

Such is the tariff record of GATT. Even more extraordinary has been its 
activities in the remaining areas of economic policy. Its rules attempt to govern 
every phase of export and import trade. It prescribes conditions relating to 
volume, distribution, price, taxes, duties, transportation, subsidies, quotas, 
licenses, exchange operations, embargoes, and currency convertibility. 

Since all of these matters are necessarily related to the internal economy of a 
country as well as to its external trade, GATT formulates and executes judgments 
as to what a country may do within its own borders. It presumes to pass judg- 
ment on programs of internal development, and the extent to which thsee pro- 
grams should be permitted to influence the character of exports and imports. 
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When we take into account both the direct and the indirect powers of GATT, 
we find the scope of its jurisdiction to be almost limitless. The purpose of OTC 
— set up a world trade government to make this jurisdiction effective and 
absolute. 

Once a country accepts this jurisdiction, it is really trapped. The proponents 
of GATT declare that it will not impair a member’s sovereignty, or its legal rights 
to withdraw or to reshape policy. This is like saying to a fly which has alighted 
on flypaper that its legal right to buzz off is unimpaired. 

Let us view the chances of escape. A member of GATT, to start with, assumes 
a contractual obligation to every other member individually. Thus every member 
has a separate set of contracts with each of the other 34 members. Also, if a 
member has a trade agreement made with a nonmember outside of GATT, the 
agreement is bound into the rules of GATT to the extent that GATT members 
have an interest. 

Every tariff concession and every policy commitment made under the jurisdic- 
tion of GATT is therefore an obligation to each member separately and every con- 
cession received is the enforceable vested interest of each member. A country 
cannot even change its position in this meshwork except by the most elaborate 
procedures involving petitions, reports, consultations, and reviews which lead to 
potential waivers, exemptions, or permissions, which in turn progress to formulas 
of compensation or of retaliation. All changes in concessions have to be re- 
negotiated, under the principle of compensation, and also to make sure that the 
average level of tariffs is not raised by any of the adjustments. An effort to 
circumvent these requirements by withdrawal or otherwise, brings into use the 
authorized powers of retaliation. 

Any country wishing to change trade practices other than those relating to 
tariffs must, likewise, run the gamut of these same experiences. It must justify 
its case, express its apologies, submit to consultation, accept the verdict, bow to 
rebuke, and yield to retaliation, should that corrective be imposed by the other 
countries. 

The United States in the person of the American delegate to GATT has felt 
the whip of these requirements. He has reported to GATT the trade policy 
actions of our Government, made his explanations and apologies, expressed his 
hopes that they would not happen again, received his waivers when granted, 
ee his rebukes, and acquiesced in authorized retaliation. This is America 
in GATT. 

Thus, even in the adjustments of our current trade policies we are so bound 
by GATT as to be ridiculous. To escape from it altogether would be so com- 
plicated and dangerous a matter as to be virtually impossible, except by dissolu- 
tion of the entire organization. One purpose of OTC is to make such dissolution 
impossible. It would surround GATT with walls of steel impregnable to any 
act of Congress which might have the effrontery to amend foreign trade policy 
in the interest of the United States. 

The Government of the United States in both its executive and legislative 
branches is now deeply concerned with certain problems and programs relating 
to cotton. These are of vital interest to the total economy and affect directly 
the future well being of cotton agriculture in the United States as well as the 
domestic manufacturing of cotton goods and apparel. Consequently, we take 
it for granted that they are matters which fall within the unquestioned jurisdiction 
of our own Government. But other countries may have contrary ideas. If 
so, GATT will sce to it that they are organized, expressed, and implemented. 

We now stagger under the burden of a mammoth cotton surplus brought about 
largely by the tremendous increase of foreign cotton production under the shelter- 
ing umbrella of the American support price. In an effort to regain our fair histor- 
ical share of the export market, our Department of Agriculture has announced a 
program of cotton-surplus disposal which means that American cotton will be sold 
for export at the world level of competitive prices. 

Surplus disposal, either by subsidy or by priced differential, violates one of the 
cardinal principles of GATT. GATT is committed to the earliest possible elim- 
ination of such practices even though long established, and in the case of new or 
future instances, approval is given only on a temporary or provisional basis. 
Every case is kept under continual review and is always subject to such actions 
or judgment as GATT may decide upon. 

Consequently a lot of things will be going on behind the curtains during the 
coming months that the American public will not know about. The United 
States will have to report its cotton policy to GATT and engage in consultations 
with interested countries under the aegis of GATT. The American delegate at 
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the next session of GATT will have to justify our action to the other members. 
If successful, he will be voted a waiver with certain strings attached. If unsuc- 
cessful, he will be rebuked and the other cotton-producing countries may be 
authorized to take retaliatory action. It is practically certain that GATT in this 
particular matter will become a fountain head of denunciation of America and an 
instrument of opposition to American cotton policy. 

As our raw-cotton situation has moved into a state of crisis, a similar emergency 
has developed with respect to the importation of cotton products. If the present 
rate of increase of Japanese goods is permitted to continue, unemployment in the 
textile and apparel industries of the United States will grow in proportion and 
ghost towns will replace the thriving mill communities from Maine to Texas. 

The gravity of this problem is apparent both to the Japanese and the American 
industry. It is also freely acknowledged by the governments of both countries, 
and both admit that an early solution is imperative. 

Such a solution could easily be reached by a simple agreement between the 2 
governments with the technical aid of the 2 industries. Here again we stumble 
over GATT. In our judgment the State Department refuses the way of mutual 
agreement because it is a way contrary to GATT. 

In the days of Cordell Hull, who is often called the father of the Reciprocal 
Trade Program, and under whose ministry the State Department was more realis- 
tic and unbound than now in trade matters, we faced a similar problem with 
Japan. With the blessing and cooperation of both governments, the industries of 
the 2 countries worked out a solution which probably was the happiest and most 
constructive event in the relationship of the 2 countries during the tense years 
eee to 1940. We believe a way could be found to do it again, if it weren’t for 

At . 

On the administrative side of government, an even better solution could be 
worked out under sec. 22 of the Agricultural Adjustment Act, which was precisely 
tailored for this type of problem. Again the State Department is in violent op- 
position. The shadow of GATT falls across the path. Up until about 2 years 
ago, GATT did not outwardly resist import limitations of the sec. 22 type, although 
they were contrary to stated principle and their ultimate prohibition was on the 
calendar. However, teeth were finally bared when the United States reduced 
import quotas on dairy products. The action was denounced and Holland was 
authorized to retaliate by reducing its imports of American wheat flour. 

At the Geneva Conference last year ‘“‘the general prohibition against the use of 
quantitative restrictions was confirmed.’”’ At the same time as a special concession 
to the United States and as reported by the State Department, ‘a waiver was 
granted which makes it possible [italics added] for the United States to apply 
import restrictions required under sec. 22 of the Agricultural Adjustment Act, 
notwithstanding certain provisions of the agreement with which such restrictions 
may occasionally be in conflict. Under the terms of the waiver the United States 
will submit an annual report to the contracting parties of actions taken under the 
waiver.” 

The obvious purpose for requiring such an annual report is to make it increas- 
ingly difficult for our Government to comply with a provision of law (section 22) 
which was passed by the Congress almost 20 years ago and which has been the 
law of our land ever since. 

Restrictions imposed by GATT also apply to the results of escape clause pro- 
cedures. If a finding of serious injury to American industry occurs and the legal 
remedies of restored tariffs or quantity limitations are invoked, these correctives 
must still fight their way through GATT. They are given the type of processing 
we have previously described and are subjected to official approval or disapproval. 
In any event the United States will be forced to provide trade compensation to 
the country against which the escape clause action was taken, and also extend the 
compensation to all other affected countries. Even in the Swiss watch episode, 
our withdrawal of concessions had to be followed by tariff renegotiations with a 
number of countries because of GATT requirements, despite the fact that Switzer- 
land is not a member of GATT. Needless to say the compensatory concessions 
granted were mainly in cotton textiles. 

If by escape clause procedure or any other administrative procedure, our 
recent textile tariff concessions to Japan should be withdrawn, our commitments 
to GATT would require us to renegotiate our tariff rates with at least 15 or 20 
other countries. 

This and the other illustrations I have given of shocking fact are our reply to 


the assertions that our national sovereignty is not interfered with by membership 
in GATT. 





ORGANIZATION FOR TRADE COOPERATION 1003 


GATT interference with our sovereignty is not confined to the executive acts 
of our Government. It applies equally to any action of the legislative branch. 

At the moment, there are coun pene Ps which relate to such matters as quotas, 
two price systems and other procedures. Are you gentlemen willing to endorse and 
recommend to the Congress the adoption of H. R. 5550 which would restrict your 
freedom of action on these or other legislative matters? 

The GATT is steadily tightening its restrictions around the hitherto unfettered 
actions of the executive, legislative and judicial branches of our Government. 
This has been done without your approval; yet you are now asked to validate 
these restrictions and to give to an international body a blank check for unknown 
and unlimited future trespasses on your powers. In this body the United States 
has only one vote and no veto. 

In being called upon to ratify the OTC-GATT, the Congress is asked to do 
something which not only violates the integrity of our republic as a sovereign 
power, but is also contrary to basic reason. You are asked to abdicate in favor 
of this organization which seeks to predetermine for all time what the policies and 
practices of all the countries of the world shall be. 

We are deeply indebted to the Committee on Ways and Means for this oppor- 
tunity to express the views of the National Council of Textile Industries on the 
subject bill. We have considered carefully our past experience with GATT and 
its influence on the agencies of Government. We have appraised the articles of 
GATT as revised and the newly designed powers of OTC as proposed. We 
have viewed with alarm their encroachments on the prerogatives of Congress. 

Such an examination leaves us no conclusion but the certain knowledge that 
H. R. 5550, if enacted, would invite and practically assure, the eventual destruc- 
tion of the textile industries of the United States. 

As we see it, the ratification of OTC-GATT necessarily embrace the assumption 
that the 2% million jobs of the textile and apparel industries of the United States 
are expendable. The ground work for that outcome has already been laid. 
Obstacles to its correction are already raised. The new powers and validations 
contained in H. R. 5550 are designed to make sure that no correctives are possible. 

Neither Congress nor the President nor the Supreme Court could break the 
self-imposed bonds of helplessness. Shall this be the role of America in its respon- 
sibility to its own people? 


The CuarrMaANn. Does that complete your statement? 

Mr. MILuiken. Yes, sir. 

The CHarrMAN. We thank you for your appearance and the infor- 
mation given the committee. 

Mr. Reed, of New York, will inquire. 

Mr. Reep. Mr. Milliken, I congratulate you on the very enlighten- 
ing statement you have made with regard to this bill. 

As I understand your statement, if one industry succeeds in getting 
protection under the peril point, then some other industry is forced to 
make concessions. Is that true? 

Mr. Miuuiken. That is correct. 

Mr. Reep. The thing that has disturbed me right along is with 
regard to our quotas. Of course I am not so interested in cotton, 
because we do not grow cotton up north where I come from. But 
we do have dairy products, and I am also interested in the protection 
of our wheat farmers. As I understand it, GATT is committed to 
break down the quotas of the different member countries, is that 
correct? 

Mr. Miturken. That is their announced objective, sir. 

Mr. Reep. Correct. So what would happen is that once this bill 
is enacted, they will begin to strive to drive down our quotas on 
wheat and on cotton, flax seed, seed meal, on flour, and on all the 
other products with respect to which quotas protect the farming 
interests of this country. Is that correct? 

Mr. Miturken. That is correct. 

Mr. Reep. Thank you very much. 
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The Cuarrman. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Srmpson. I am interested, Mr. Milliken, in knowing what 
groups you represent. When you speak of textiles, do you mean more 
than cotton? 

Mr. MILuikEN. The association that I speak for, Mr. Simpson, is 
the National Council of Textile Industries. For this presentation, 
we have consolidated the viewpoints of the American Cotton Manu- 
facturers Institute, which represents all the cotton manufacturing 
plants, the National Federation of Textiles, which is all of the synthetic 
manufacturing producers, the weaving and spinning of the yarn, and 
the National Association of Wool Manufacturers. 

Mr. Simpson. It is a complete coverage, nationally, of the textile 
industry? 

Mr. Mitirken. The textile manufacturing industries, yes, sir. 

Mr. Simpson. And you are represented all over the Nation, are 
you not? 

Mr. Miturxen. Yes, sir. We also feel that we are speaking for 
the garment manufacturers who employ an equal number of people 
but who don’t have an organization of this kind that can makea 
presentation for them. The announced goal of the Japanese, Mr. 
Simpson, today, is to go as far as they can with the manufacture of 
textiles rather than just sell us cloth for manufacturing in our garment 
plants in Pennsylvania or New York. They are setting up large 
er manufacturing establishments in Japan, and they are also 
»eing set up in Hong Kong to carry it through to blouses, house dresses, 
sheets, pillow cases, et cetera. 

Mr. Simpson. Are we providing a large part of the capital, or have 
we provided a large part of the capital for the plants in Japan? 

Mr. Mituiken. In one way or another, the money with which they 
built these plants came from the American taxpayer. 

Mr. Simpson. And now we are giving them part of the market? 

Mr. Miuuriken. And subsidizing the cotton they are buying. 

Mr. Stmpson. This is an interesting paper. One of the statements 
I would like to refer to ison page 8. You referred to the distinguished 
Secretary of State Cordell Hull. Is it your opinion that the reciprocal 
trade program of today is the same program he had in mind when he 
started it? 

Mr. MiLurken. We think it bears no resemblance at all today to the 
program that he had in mind when he started it. As I understand it, 
when he started it, the purpose was to try to find a way where two 
countries, working with each other, could reduce the barriers that 
would permit each of these countries to export what they had in 
surplus to another country for that which they needed. 

Mr. Simpson. Do you think the purpose today is way beyond that? 

Mr. Mrturken. We think it has gone ad absurdum, yes, sir. 

Mr. Stmpson. And it is now tending to become an international 
organization to control trade not only in the United States but in other 
nations of the world, too? 

Mr. Miuurken. In all aspects of trade, yes, sir. 

Mr. Stmpson. Thank you very much. 

The CHarrMan. Are hate any further questions? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. Mr. Milliken, I was very interested in your quotation 
on the bottom of page 8, where you state that at the time, “‘as a special 
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concession to the United States, and as reported by the State Depart- 
ment ‘a waiver was granted which makes it possible for the United 
States to apply import restrictions,’”’ et cetera. Where is that quota- 
tion taken from? Do you have the actual reference? 

Mr. Mitirken. Could I check with someone? 

Mr. Curtis. Yes. 

Mr. Murcuison. My name is Claudius Murchison. Iam economic 
advisor to the American Cotton Manufacturers Institute. 

That quotation was taken directly from a release of the State 
Department. 

Mr. Curtis. What date? Do you have the release? 

Mr. Morcuison. Yes, sir. 

Mr. Curtis. I would like to have that, although not necessarily for 
the record. The reason for my inquiry is because the State Depart- 
ment officials and others have testified that it was not necessary for 
us to have a waiver to make it possible for the United States to apply 
these import restrictions. I have always felt that that was true. But 
T am interested to know if the State Department in an official release 
- made such a claim. If they have, I would like their explanation 
of it. 

Mr. Miiurxen. While Dr. Murchison is looking this up, someone 
asked the question as to whether we applied to GATT for relief. 

Mr. Curtis. Not toGATT. If I was the one who asked the ques- 
tion-—and I think Mr. Baker asked a question along these lines—the 
specific question would be did you apply to the committee on reci- 
procity information and other machinery we do have so that your 
point of view was gotten across to the board of negotiators who, in 
turn, were the ones who negotiated the GATT agreements. 

Mr. Miturxen. At the time of the renegotiation of GATT 2 
years ago, representatives of our industry approached GATT and said 
that we would be glad to supply 

Mr. Curtis. Wait a minute. When you say approached GATT, 
what do you mean? 

Mr. Miuurxen. The State Department, who was sending repre- 
sentatives. 

Mr. Curtis. You approached the representatives who were to go 
to GATT directly? 

Mr. Miuurxen. We did not know who they were supposed to be. 
But we approached the people in the State Department and said we 
would be glad to supply at no cost to the Government a man who 
was familiar with textile problems inasmuch as we knew that we were 
going to be the whipping boy at the conference. The new adminis- 
tration had just taken over, then, and they said they were delighted 
with the idea that they were going to get some skilled help in negoti- 
ating these matters. They asked us to formalize this offer in a letter. 
This we did, and our industry did not even receive an answer for 3 
months. 

We were subsequently told that they did not wish to have anybody 
who knew anything about our industry be present at these negotia- 
tions, at which our industry was being sold down the river. 

Contrast this with the other governments who bring skilled textile 
advisors to negotiate for them. In the case of Cuba, a textile man 
was a member of the negotiating committee. 
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Mr. Curtis. Mr. Milliken, that is exactly the kind of data and 
information that i have been seeking from all witnesses who repre- 
sented industry, labor, and agriculture. I might state, also, I have 
been trying to seek the same thing from the State Department, that 
type of data. To me, there is the nub of the whole question. 

I would like to have a copy of the letter that you directed to the 
State Department which you refer to. 

Mr. Miuurken. Mr. Curtis, we will make that available to you. 

Mr. Curtis. Now, Dr. Murchison, do you have that reference? 

Mr. Murcuison. I have the reference. It is taken from the De- 
partment of State release No. 155, issued March 21, 1955. It occurs 
on page 3 of that release. 

Mr. Curtis. Page 3. Thank you very much. 

The CuarrMan. We thank you, gentlemen. 

Mr. Sapuak. Mr. Chairman? 

The CHarrman. Mr. Sadlak, of Connecticut, will inquire. 

Mr. Sapiak. Mr. Milliken, the same procedure took place in the 
meetings of GATT with regard to other items. In other words, there 
were no United States delegate representatives allowed to accompany 
the negotiators to that convention. 

Mr. MiILuiken. Yes, sir. 

(The following telegram was later received from Mr. Milliken:) 


SPARTANBURG, 8S. C., March 22, 1956. 
Hon. JERE Cooper, 


Ways and Means Committee, House of Representatives, Washington, D. C. 


I have just read in the trade papers the statement Congressman Smith received 
from Mr. Harlow in the White House which concludes that American member- 
ship in OTC would not cause injury to the domestic cotton textile industry. 
This is diametrically opposed to our actual experience under GATT where as far 
as I have been able to determine the textile industry with the exception of con- 
cessions by Canada has not received one single advantage and has to the contrary 
suffered greatly. Having testified before your committee last week, I cannot let 
this statement go by without strenuously contesting it. We estimate that 40,000 
American textile jobs have been lost as a result of agreements made under GATT 
and that this loss will be multiplied many times if American membership in OTC 
is approved. For the United States to enter an organization where it will have no 
veto, and will be but 1 of 34 other nations of which one is Luxembourg with a 
population of 300,000 is to say that one Luxembourger is worth 523 Americans. I 
submit that this proposition is untenable. 


AMERICAN CoTTON MANUFACTURERS INSTITUTE, 
Rocer MILLIKEN. 


The CHAIRMAN. The next witness is Mr. John G. Lerch of New 
York City. 
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STATEMENT OF JOHN G. LERCH, 25 BROADWAY, NEW YORK 
CITY, IN BEHALF OF THE AMERICAN MANUFACTURERS OF 
THERMOSTATIC CONTAINERS, THE CANDLE MANUFACTURERS 
ASSOCIATION, COLLAPSIBLE TUBE MANUFACTURERS ASSO- 
CIATION, THE INDUSTRIAL WIRE CLOTH INSTITUTE, THE 
NATIONAL BUILDING GRANITE QUARRIES ASSOCIATION, THE 
RUBBER FOOTWEAR DIVISION OF THE RUBBER MANUFAC- 
TURERS ASSOCIATION, THE TOY MANUFACTURERS OF THE 
U. S. A., INC., THE TWISTED JUTE PACKING AND OAKUM 
INSTITUTE, AND THE UNITED STATES POTTERS ASSOCIATION 


The CuarrMAN. You may proceed. 

Mr. Lercu. My name is John G. Lerch, of the firm of Lamb & 
Lerch, 25 Broadway, New York City. I am an attorney specializing 
in the practice of customs law and I represent here the individual 
members of the nine following trade associations; American Manu- 
facturers of Thermostatic Containers, The Candle Manufacturers 
Association, Collapsible Tube Manufacturers Association, the In- 
dustrial Wire Cloth Institute, The National Building Granite Quarries 
Association, the rubber footwear division of the Rubber Manu- 
facturers Association, The Toy Manufacturers of the U.S. A., Ine., 
The Twisted Jute Packing and Oakum Institute, United States 
Potters Association. 

On behalf of the United States manufacturing concerns whom I 
represent here, and on my own behalf personally, I am opposed to 
enactment of H. R. 5550. 

Before embarking on a new enterprise, be it business, governmental 
or a family venture, it is not only prudent but wise to give careful 
thought to what ultimate results may be expected to accrue. That 
is particularly true of H. R. 5550. In my judgment, if enacted into 
law, H. R. 5550 will result in an entirely new and undesirable concept 
of foreign trade. 

There should be no need for me here to go into the history of United 
States tariff policies. You know, for example, that the first act of 
Congress, following its organization in 1789, was the passage of a 
tariff bill for the primary purpose of obtaining revenue to pay the 
expenses of our struggling new Nation. For the next half century, 
tariff bills were primarily designed to produce revenue. 

With the coming of industrialization, our tariff policies gradually 
embraced the philosophy of protection for our manufacturing enter- 
prises. Right down to 1934, with brief interludes, United States 
tariff policies were based upon a combining of revenue with pro- 
tection, revenue for the support of Government, protection for the 
support of industry, labor and the farmer. Those policies were 
formulated, administered and zealously safeguarded by the Congress 
of the United States in accordance with the clearly expressed mandate 
of our Constitution. 

In 1934, with the advent of dogmatic trade agreement procedures, 
the United States took up with an entirely new concept of United 
States tariffs. Our tariffs are now based on neither revenue or pro- 
tection, but rather on support of the economies of war-ravaged 
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countries and an uplifting of underprivileged peoples in the four 
quarters of the globe. 

To the everlasting credit of Congress, it had no hand in the formu- 
lation of those policies. They were brought to you in a gift-wrapped 
package calling for a delegation of certain of your constitutional 
powers to the executive arm of our government. Whether that 
delegation of congressional powers was constitutional is debatable and 
is now being tested in the courts. 

Be that as it may, in 1934 you were asked to delegate certain of 
your powers to the executive branch of our government. Now you 
are being asked in effect through H. R. 5550 to sanction a further 
delegation of certain of those powers to a completely foreign body, the 
Organization for Trade Cooperation, OTC. 

As a practical matter, OTC was spawned by GATT, a foreign body 
which Congress has repeatedly refused to sanction or endorse. Are 
you now going to ratify piecemeal, in the form of OTC, that which you 
have consistently refused to endorse, GATT? Can it be that you are 
being assailed by means of the military strategy of divide and conquer? 

Under the questionable powers granted the executive by the Trade 
Agreements Act of 1934, many of the provisions of the International 
Trade Organization, ITO, have been written into the trade agree- 
ments which have been negotiated thereunder. Congress has enacted 
into law some of its principles in the so-called Customs Simplification 
Acts. Most significant among them are the provisions of H. R. 6040 
amending Section 2 (a) of section 402, of the Tariff Act of 1930, 
“Value”, which was passed by the House at its last session, and 
which is now pending in the Senate. ITO was submitted to Congress, 
but withdrawn by the Administration, and never again resubmitted. 

In its place, the administrators have substituted the General Agree- 
ment on Tariffs and Trade, GATT, the charter of which neither 
intervening administration, since its organization, has had the temer- 
ity to submit to Congress for ratification. Our State Department has 
sponsored United States participation in the rules of GATT, in nego- 
tiating trade agreements, et cetera, in the face of a provision in each 
extension act of the Trade Agreements Act by Congress, withholding 
approval of its principle or charter. 

In his message to Congress, on April 14, 1955, the President stated: 

The United States continuously seeks to strengthen the spiritual, political, 
military and economic bonds of the free nations. By cementing these ties, we 
help preserve our way of life, improve the living standards of free peoples, and 
make possible the higher levels of production required for the security of the 
free world. 

Again, in the same message, asking for the enactment of what is 
now H. R. 5550, he stated that we should— 
deal with matters of trade in the same cooperative way we do with militar. 
matters in such regional pacts as the North Atlantic Treaty Organization, and wit 
financial matters in the International Monetary Fund and in the International 
Bank for Reconstruction and Development. * * * I herewith transmit copies 
of the agreement providing for an Organization for Trade Cooperation, and I 
recommend that the Congress enact legislation authorizing United States mem- 
bership in that organization. 

It would appear that H. R. 5550 is another attempt to perfect a 
ratification of the charter of ITO, as expounded in its successor GATT 
and to provide an international organization to police it, to be known 
as the Organization for Trade Cooperation, OTC. 
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H. R. 5550 blandly infers that Congress has accepted and endorsed 
GATT, but that is not my understanding of the situation. If I am 
correct in my thinking that Congress does not approve of GATT, how 
can you find it in your conscience to approve of OTC, predicated, as 
H. R. 5550 states is the case, on a set of rules and procedures devised 
by that unacceptable body? 

Time will not permit me to analyze the provisions of GATT and 
OTC which so vitally affect your consideration of this bill. 

Just as an index to the operation of OTC, I quote: 

Article 8. Voting (b): Each member of the executive committee and of other 


subsidiary bodies shall have one vote therein, provided that the rules of procedure 
may require that parties to a dispute shall abstain from voting. 


In this instance, if the United States were involved in a dispute over 
quotas, embargoes, or rates of duties, the United States would have 
to abstain from voting. If there were resulting recommendations by 
the executive committee of OTC, and the United States did not 
accept them, the other parties to the dispute, under the rules as set 
up, would be privileged to adopt reprisals. 

Suffice it to say, that the enactment of this bill into law will turn 
over to a foreign agency, in which we have but a small voice, the 
regulation of our foreign trade and tariff duties. Allegedly, through 
a system of barter and trade under rules set down by this foreign 
agency, Congress will delegate to this agency powers expressly reserved 
to it by our Constitution. 

I can only affirm here on my own account and on behalf of the 
United States industries I represent, my implacable opposition to 
anything as nebulous as OTC. It is my earnest hope that H. R. 5550 
will not be enacted into law. 

Since preparing this statement, various witnesses have appeared 
before this committee favoring the passage of this bill. 

The proponents of H. R. 5550 have systematically publicized what 
they consider OTC ‘‘cannot do.” 

1. They have stated that OTC could not add to United States 
obligations under the general agreement. This is literally true, but 
if we join OTC which, in effect, will be ratification by Congress of 
GATT, by a vote of the governing body of GATT, the obligations of 
the United States thereunder could be materially changed. 

2. They have stated that it could not abridge the powers of the 
Congress with respect to customs or import duties. The powers of 
Congress have not only been abridged, but have been superseded by 
the so-called trade agreements entered into by the Executive Branch 
of the Government, through our State Department acquiescing in the 
principles of GATT. In my judgment, all of these are unconstitu- 
tional, as would be our participation in OTC. 

3. They have stated it could not make tariff concessions, or modify 
in any way the United States tariff structure. Again, I refer to the 
concessions made under trade agreements, through our participation 
in GATT. In this connection, I call attention to the fact that the 
provisions on value in H. R. 6040, now pending in the Senate, embody 
an effort to change our form of tariff structure to accord with the 
provisions of GATT. 

I agree that the proponents of this bill are correct in their observa- 
tions of the scope of OTC when read independently of GATT. How- 
ever, OTC is a policing arm of GATT. GATT is vested with directive 
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and jurisdictional capacity over OTC. GATT, by its charter, its 
powers of negotiation, its powers of investigation and recommenda- 
tion, together with permissible reprisals in the event of noncompliance, 
constitutes an extremely effective coercive power, which is tantamount 
to direction or supervision of members participating in international 
commerce. 

It is from this angle that I view the proponents’ zeal to present to 
Congress what technically OTC cannot do. Fairness and honesty 
would seem to demand, since OTC is an administrative arm of GATT, 
there should have been presented the picture of what GATT could do 
in the exercise of its power to barter, recommend, and the concurrent 
power of its members in levying reprisals, in the event of noncom- 
pliance. 

Mr. Albert MacC. Barnes, appearing on behalf of the American 
Bar Association, ably analyzed the provisions of OTC and GATT and 
commented upon their unconstitutionality. I am a member of the 
American Bar Association and subscribe to his analyses and to his 
observations. 

Thank you. 

The CHarrMAN. Does that complete your statement, Mr. Lerch? 

Mr. Lercu. Yes. 

The CuatrMAN. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

The next witness is Mr. Harry A. Moss, Jr. 

Please give your name, address, and the capacity in which you 
appear, for the record. 


STATEMENT OF HARRY A. MOSS, JR., EXECUTIVE SECRETARY 
AMERICAN KNIT HANDWEAR ASSOCIATION, INC., GLOVERS- 
VILLE, N, Y. 


Mr. Moss. I am Harry A. Moss, Jr., executive secretary, American 
Knit Handwear Association, Inc., Gloversville, N. Y. 

The CHarRMAN. You may proceed. 

Mr. Moss. Honorable Chairman and members of the committee, 
the American Knit Handwear Association presents all of the American 
producers of handwear knit directly from yarn. To understand our 
interest in the bill, one must first examine the conditions wrought in 
this industry by import competition. 

Import share of the market: 

Before World War II, oriental wool glove imports had established 
a beachhead in this market, despite a Pariff Commission decision in 
our favor. During 1937-39, imports amounted to 25 percent of the 
total market. 

By 1948 came GATT and the return of Japanese imports. GATT 
fostered and stimulated imports, so that by 1954-55 the import 
share of the market had jumped to 62 percent—quite a contrast to 
the prewar 25 percent share. 
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IMPORT RISE IN VOLUME 


Prewar, 1937-39, imports amounted to 250,000 dozen pairs. 
After the war, aided and abetted by GATT, import volume rose 
rapidly to a peak of approximately 1,400,000 dozen pairs in 1955. 
This represents a solid increase of about 560 percent over the business 
the importers were doing here in the 1930’s. 


DECLINE OF AMERICAN INDUSTRY 


As indicated, imports have prospered, perhaps beyond their fondest 
expectations. Conversely, American labor and management have 
suffered grievous injury. 

Employment has dropped from an annual average of about 4,500 
workers in 1946-48 to about 1,500 in 1954-55. That represents a 
job loss for about 3,000 workers, or unemployment of 66 percent. 

In 1946-48, the American knit handwear industry was com- 
prised of 32 manufacturers. Since then, 13 have been liquidated 
entirely. Two have gone to Puerto Rico. Two more have ceased 
making gloves, and continue in business making other items. That 
is a total of 17 plants knocked out of the glove business to date by 
imports. Precentagewise, it means a business mortality of 53 
percent with a concomitant loss of sales, production, wages, taxes, 
and employment to the communities in which they were located. 

The rough charts appended to this statement set forth the cold 
statistical picture of this industry’s decline under the GATT program. 
I will not refer any further to the economic injury we have suffered. 

(The charts referred to follow: ) 
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Mr. Moss. I would like to point out the defense essentiality of a 
product which, on the surface, may not seem to have defense need. 
Such developments were recognized by the Industrial Mobilization 
Branch of the Army. The products of this industry are items of 
continuous production planning in peacetime. That means the 
armed services must keep a constant survey of plant capacities and 
skilled labor supply. 

Only the most critical and essential items which pose production 
problems are involved in this program. Such items are those which 
in time of war are essential for (a@) survival and retaliation: (6) main- 
tenance of health; and (c) combat efficiency. Only 196 of the more 
than 50,000 items purchased by the Quartermaster meet those re- 
quirements. Of those 196 critical items, wool glove inserts and wool 
mitten inserts rank numbers 5 and 11, respectively, among the cold 
weather clothing items issued to class A troops, that is, those troops 
who habitually operate forward of the division rear boundary. 

Consequently, in view of their critical interest in our product, the 
Army instituted a special investigation of industry conditions, during 
January-May last year. Every company was surveyed as to physical 
capacity, machinery, employee skills, sales, production and, partic- 
ularly, as to financial status. 

The final report revealed that: (1) Conditions had worsened since 
the date of the facts ascertained by the Tariff Commission in Investiga- 
tion No. 35 under the escape clause proceeding; (2) within the next 3 
years, only 2 firms might be expected to survive; (3) it is essential to 
preserve the skills of the trained operators; (4) no other industry is 
capable of making this product, by reason of the specialized small 
diameter machines and the unique skills of the operators; and (5) no 
other product has been found to substitute for wool glove and mitten 
inserts. 

Mr. Arthur Farr, a distinguished management consultant, speaking 
for the Quartermaster at the Quartermasters’ Annual Convention last 
October, expressed the Army’s deep concern over the current rate of 
this industry’s deterioration, and its present inability to meet mobili- 
zation requirements, when he said: 


The industrial base in the knit handwear indistry has been shrinking alarmingly 
during the past 4 years. This industry, essential for the production of military 
wool knit gloves and mitten inserts used in Arctic climates, has lost more than 40 
percent in number of manufacturers and skilled employees. The economic 
situation confronting this industry, which is made up of small manufacturers, is 
caused by the loss of its civilian market to imports, which are offered at prices 
far cheaper-than domestic production. Layaway of plants or equipment does not 
provide a solution to this problem because the loss of highly skilled personnel is 


the vital factor. 

We believe the foregoing facts sufficiently attest to the defense 
essentiality of the products of this industry, and the loss of its mobili- 
zation base by reason of import competition. 


FOREIGN LABOR VERSUS UNITED STATES WAGE-HOUR LAW 


Low foreign wages are the cause of the problem. Japan accounts 
for about 86 percent of our import competition. The volume from 
Hong Kong is increasing. In Japan, the manufacture of knit gloves 
is predominantly a homework or cottage operation. According to our 
own Department of Labor, Japanese apparel homework wage rates 


75018—56—_65 
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average less than 3 cents an hour. Two weeks ago, in this country, 
the minimum wage rose to $1 an hour. We estimate that will bring 
our hourly average wages to about $1.27 an hour. 

Obviously, the wage spread program is going from bad to worse. 
The outcome of this wage contrast is self-evident. The American 
knit handwear industry is fast disappearing as a segment of a diversi- 
fied American economy. 


WHO PROFITS FROM GATT IMPORTS? 


Certainly our unemployment is no boon to American labor. Nor 
has the export of our jobs to Japan improved the Japanese standard 
of living. We submit that 3 cents an hour is substandard even in the 
Orient. The American retailer gets a diminishing return on a growing 
volume of imported merchandise. The consumer pays much more 
than the price tag indicates. Foreign labor isn’t sharing his tax 
burden. Our defense mobilization is weakened. 

Who, then, profits? A handful of enterprising American importers. 
Through the beneficence of GATT, they prosper on the fruits of cheap 
foreign labor which is unprotected by our Fair Labor Standards Act. 


SIGNIFICANCE 


This happens to be perhaps the first American industry to suffer 
to such an extent. Others are injured and their numbers are on the 
increase. Last year over 200 trade associations and unions officially 
reported serious injury by cheap imports. 

Certainly Congress is not to blame. During the past 5 years, 
Congress has consistently amended the Trade Agreements Act in 
favor of American industry. Congress and the executive department 
have avowed that no American industry shall suffer from the admin- 
istration of our Trade Agreements Act. 

Nevertheless, this industry is suffering. We will undoubtedly 
continue to suffer until enough other industries come to share our 
fate and constitute a political majority; that is if we don’t die in the 
meantime. 

Meanwhile, the best intentions of Congress are nullified by GATT. 
GATT constitutes a moral barrier against tariff rate increases and 
quotas, particularly on manufactured goods. GATT is more powerful 
and meaningful, therefore, than congressional intent, even though 
GATT has never been endorsed by Congress. 


RECOMMENDATION 


Consequently, since the ratification of GATT is the basic purpose 
of this bill, we plead that GATT be thoroughly reviewed by Congress 
as to both its legal and economic status, before OTC is given further 
serious consideration. 

We would welcome an investigation by a subcommittee of ways 
and means, to determine the extent of the injury infecting American 
industry as the result of GATT. 

Thank you. 

The CuarrmMan. Does that complete your statement? 

Mr. Moss. Yes. 
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The CuarrMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

If not, we thank you. 

The next witness is Mr. Edwin E. Marsh. acy 

Please give your name, address, and the capacity in which you 
appear for the record. 


STATEMENT OF EDWIN E. MARSH, EXECUTIVE SECRETARY, 
NATIONAL WOOL GROWERS ASSOCIATION, SALT LAKE CITY, 
UTAH 


Mr. Marsx. My name is Edwin E. Marsh, and I am executive 
secretary treasurer of the National Wool Growers Association, in 
Salt Lake City, Utah. 

The CuHarrMAN. You may proceed. 

Mr. Marsu. First of all, 1 would like to thank the House Ways 
and Means Committee for this opportunity to present the position of 
the wool growers on H. R. 5550. 

The National Wool Growers Association, which I am representing 
today, speaks for the sheep producers of the United States. We are 
the oldest national livestock association in the United States, organ- 
ized on December 12, 1865 in Syracuse, N. Y. Our association 
moved westward with the sheep industry as our country expanded. 
At present, the 12 affiliated State wool growers associations which 
comprise our membership are located in Arizona, California, Colorado, 
Idaho, Montana, Nevada, Oregon, South Dakota, Texas, Utah, 
Washington, and Wyoming. This area in 1955 contained 60 percent 
of the total United States sheep population. The shorn-wool produc- 
tion of this same region in 1955 was 65 percent of the United States 
total. This is an area where sheep production is now well established 
as a basic agricultural enterprise utilizing an important natural re- 
source which can be harvested in no other manner. 

The constant platform of our association during its entire 91-year 
history has called for the imposition of adequate tariffs on competing 
imports to compensate for much higher costs of production in the 
United States. 

We are unalterably opposed to the passage of H. R. 5550 and to 
authorization for the United States to join the Organization for Trade 
Cooperation because in such membership we see grave dangers to the 
already weakened tariff structure of the United States and to the 
constitutional authority given Congress to regulate our commerce. 

In the first place, we see in the Organization for Trade Cooperation 
a resurrection of the International Trade Organization. The name 
has been changed, but both organizations have as their aims the regu- 
lation of the commerce of the world, looking toward free trade and 
global economic planning. The dangers of the International Trade 
Organization were clearly recognized by Congress as evidenced by the 
fact that the legislation calling for its approval got no further than 
the House Committee on Foreign Affairs When the United States 
refused to take membership in the ITO, it died because no other lead- 
ing country was interested in it without United States membership. 


The extent of the powers of OTC, like ITO, are open to very serious 
questioning. 
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Proponents for H. R. 5550 assert, or perhaps I should say admit, 
that OTC’s major purpose would be to administer the General Agree- 
ment on Tariffs and Trade, known as GATT. GATT bas never been 
submitted to our Congress for ratification. If the OTC is to be the 
administrative body to carry out the decisions of GATT then con- 
gressional approval of OTC might be, in fact must be, considered as 
approval of GATT with its potential powers not only to control and 
nemnaiate world trade but also our country’s internal economic affairs 
as Well. 

The regulation of our commerce with foreign nations very clearly 
rests with the Congress. Our Constitution very definitely spells out 
the authority and responsibilities of Congress in this regard. Is 
Congress, composed of the duly elected representatives of the people 
of the United States, now to be divested of its constitutional authority, 
transferring its powers to an international body in which the United 
States would have only one of the 35 votes? 

In the OTC, a country with only two-tenths of 1 percent of the 
population of the United States would have an equal voice and vote 
with that of the United States. There would be no veto power nor 
would the United States be granted a vote on the basis of expenditures 
it contributed toward the body. In fact, the United States would, 
no doubt, be expected to foot a good portion of the bill, and H. R. 
5550 provides unlimited appropriations of “such other expenses as 
the Secretary of State deems necessary to participation by the United 
States in the activities of the organization.’””’ Small countries which 
want to further liberalize trade and further reduce our already low 
tariff levels, could easily obtain their objectives when we have onl 
one vote out of 35 in OTC, the administrative body for GATT. 
Perhaps that is one of the purposes of the planners of this organization. 

If OTC will not have any supranational authority, as its advocates 
contend, then why is it important that we join? 

Our membership in OTC would seriously affect present means of 


relief in such areas as our woolen textile ert: For example, 
ap 


increasing imports of woolen textiles produced in an are coming 
into the United States in competition with textiles produced in this 
country. The same textile machinery is available for use in Japan 
as in this country. 

The difference is that wage rates in Japan are approximately 12 
cents per hour as compared to ours of approximately $1.50 per hour. 
The recourse of our woolen industry to such cutthroat competition 
would either be through increases in the tariff on imported woolen 
manufactures or the imposition of quotas that would protect American 
jobs by enabling American mills to continue to operate. 

Wool growers in the United States are interested in the continued 
operation of American woolen mills because they are our only market. 
One of GATT’s regulations, in fact its primary purpose, which the 
OTC would administer, calls for substantial reduction in the general 
level of tariffs. Another forbids: ‘* * * quotas, import or export 
licenses or other measures.” 

Present quotas on farm and dairy products entering the United 
States are condoned temporarily by GATT, only on the promise of 
our State Department that they will be removed as soon as circum- 
stances permit. With OTC to administer GATT’s provisions, what 
relief will be available to American agriculture, labor and industry? 
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The OTC in administering the provisions of GATT can not only 
aim to control world trade, but also a number of internal economic 
problems of the United States which are now witbin the province of 
Congress, such as farm price support programs, rates of currency ex- 
change with foreign countries oat tax amortizations. The OTC may 
not go to such limits, but what guarantee is there that the powers 
of our Congress will not be usurped? 

The problems of a sheep producer from Wyoming, for example, at 
present can receive a sympathetic ear from Congress. How concerned 
would an international body in Geneva be with local problems in 
Wyoming when the entire population of the United States is repre- 
sented by only 1 of 35 votes? 

The concern of the wool growers of this Nation over the threatened 
usurpation of the powers and responsibilities granted to Congress by 
the Constitution is fully expressed in the following resolution which 
was unanimously adopted at the 91st annual convention of the Na- 
tional Wool Growers Association in Fort Worth, Tex., on January 
26, 1956: 


We have noted with increasing concern during the past decade the shift, from 
Congress to the Department of State in the formulation and execution of the 
tariff and trade policies of our Government. This trend is diametrically opposed 
to a provision of the Constitution of the United States which places upon Conzress 
both the power and the responsibility of regulating our foreign commerce and 
making and adjusting tariff duties. 

Unless this trend is not only halted but reversed Congress will lose its consti- 
tutional function in this highly important field, and its responsibility to the 
people who elect members to that body will be destroyed. 

For this reason we strongly oppose approval of H. R. 5550 which proposes 
United States membership in the Organization for Trade Cooperation. We be- 
lieve that it is imperative that Congress recapture and reassert its power and 
responsibility to legislate toward the regulation of our foreign commerce. 


In closing, I want to say that I heartily endorse the statement 
made this morning in behalf of the National Council of Textile 
Industries. 

That completes my statement, Mr. Chairman. 

’ The CHarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you, sir. 

Mr. Reed is recognized. 

Mr. Reep. Mr. Chairman, I ask unanimous consent to introduce 
into the record at this point statistics on cotton velveteen, United 
States production, sales and imports for consumption, 1949-1955. 

The CHatrman. Without objection it is so ordered. 

(Statistics referred to follow:) 
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Cotton velveteens.—United States production, sales,! and imports for consumption, 
1949-55 


| Quantity (1,000 square | Imports 
yards) } Ratio 

| Value of | imports to 

| sales Pension | preduetion 

|Production| Sales | Quantity vale 


| 


| 1,000 1,000 1,000 
dollars sq. yds. 
6, 307 403 
2 10, 913 | 1, 861 
4 
| 
i 


ee 


 ERBEBEE 


13, 018 2, 677 
12, 418 21,741 
io, 652 2 2,732 
7, 574 25, 162 
5, 987 2 8, 600 
| 


PIO OS 


SANS > 
Bese 


ss 
PAS > 
— ad 
Ss 


ee 
a 
| 
| 
| 
| 


Ahonen oo 


' Data on production are not reported by the Bureau of the Census. Report of production, submitted in 
a brief by three domestic producers, are used as a basis for ratios. 


2 Includes imports of cotton vel veteens from Japan and Italy, entered under prngees 907 as eT. 
cloth of cotton or other vegetable fiber at 1242 percent ad valorem. (Because of Treasury Decision (T. D 
53630) relating to end uses, cotton velveteens cannot be entered as waterproof cloth, after January 14, 1955, 
unless designed to afford protection against water to the extent expected in raincoats, protective sheeting, 
etc.) Imports from Japan and Italy entered as waterproof cloth amounted to 259 thousand square yards, in 
1952, 2,183 thousand square yards in 1953, and 5,028 thousand square yards in 1954. In January (and in May) 
1,170 square yards were imported as w aterproof cloth. 


’ Import data are preliminary. Beginning in 1954, individual importations for immediate consumption 


on do not amount to more than $250 under a statistical classifieation are not included in the data in this 
adie. 


Source: Compiled from official statistics of the U. 8S. Department of Commerce except as noted. 


The Cuarrman. The hearing is now recessed until 2:30 this after- 
noon. 

(Whereupon, at 11:43 a. m., the hearing was recessed, to reconvene 
at 2:30 p. m., the same day.) 


AFTERNOON SESSION 


The CuarrMan. The committee will be in order. 

The next witness appearing on the calendar is Mr. Arthur M. Klur- 
feld. 

Mr. Smupson. Mr. Chairman? 

The CuarrMan. Mr. Simpson. 

Mr. Srmpson. Mr. Chairman, I have a letter addressed to me with a 
resolution adopted by the senate of the State of Pennsylvania yester- 
day, and some information on that which I would like to have in- 
cluded in the record. 

The CuarrmMan. Without objection, it is so ordered. 

(The matter referred to follows:) 


PENNSYLVANIA EMPLOYER-WAGE EARNER JOB PROTECTION ASSOCIATION, 
March 15, 1956. 
Hon. Ricnuarp M. Simpson, 
MEMBER OF CONGRESS, 
New Hovss Orricre BUILDING, 
Washington, D. C. 

Dear CONGRESSMAN Simpson: We have been following, closely, your deter- 
mined activities, as a Member of Congress from Pennsylvania, together with the 
cooperation you have been receiving from other Pennsylvania Congressmen, in 
your efforts to protect the State’s business, industrial, agricultural and labor 
interests from damage and injury caused by cheap import competition. 

May we commend your fine efforts in behalf of our American enterprises 
and your persistent demand for the protection cf the jobs and means of livelihood 
of our American wage earners. 
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Our Association has studied carefully the mass of testimony presented to the 
Congressional Committees in 1955, when H. R. 1, The Trade Extension Act of 
1955, was under consideration. The record shows an astounding number of 
private investments covering business, industry and agriculture, in this State, that 
are injured or threatened with injury, by foreign imports. This record also shows 
the hundreds of thousands of Pennsylvania wage earners, members of 24 National 
or International Labor Unions, whose representatives appealed to your Congres- 
sional Committees for protection against unemployment of their members caused 
by unfair import competition. 

The Bimonthly Summary of Labor Market Developments in Major Areas, for 
January 1956, issued by the United States Department of Labor, shows the wide 
extent of the unemployment areas in the State. Allentown, Bethlehem and Lan- 
caster are rated under 3 percent; Harrisburg, Philadelphia, Pittsburgh, Reading 
and York, from 3.0 to 5.9 percent; Altoona and Erie, from 6.0 to 8.9 percent; 
Johnstown from 9.0 to 11.9 percent and Scranton, Wilkes Barre and Hazleton, 
12 percent or over. 

NOTE: The Philadelphia Labor Market letter for January, issued by the 
Pennsylvania Employment Service, under date of February 23, 1956, states 
“UNEMPLOYMENT moves UP. . . . Now represents 6.3 percent of civilian 
labor force available.”” This means that Philadelphia shifted to the group 
representing from 6.0 to 8.9 percent unemployment during the month of January, 
and joined Altoona and Erie in that classification. 

Other smaller areas of “Substantial Labor Surplus’’ in Pennsylvania are listed 
as Berwick-Bloomsburg; Clearfield-DuBois; Kittanning-Ford City; Lewistown; 
Lock Haven; Pottsville; Sunbury-Shamokin-Mount Carmel and Uniontown- 
Connellsville. 

We do not claim that all of this unemployment is caused by unfair import 
competition. However, it is one of the important and main causes of this un- 
employment. Only four cities in the United States are listed with 12 percent, 
or more, unemployment. Three of these cities, Scranton, Wilkes Barre and 
Hazleton, are in this State. 

The Members of the General Assembly of the Commonwealth of Pennsylvaia, 
now in session, have been furnished with excerpts of the protests made to Con- 
gressional Committees in 1955 by Pennsylvania’s enterprises and labor, showing 
the many types of private investments adversely affected by imports. 

Realizing the dangerous situation facing both industry and labor from unfair 
import competition, the Republican controlled State Senate has acted promptly 
in defense of American enterprise and labor. Three Republican Members of the 
Senate, Paul L. Wagner, William Z. Scott and John T. Van Sandt, introduced 
and sponsored a resolution urging Congress to provide adequate safeguards, 
including import quotas, in tariff and trade legislation. With the solid support 
of the other Republican Members of the Senate, this resolution was approved 
by the Senate on March 14, and sent to the House of Representatives for con- 
currence. 

While this resolution was sponsored by the Republican Membership of the 
State Senate, it is only fair to state that the resolution had the full support of the 
Democratic floor leader and other Democratic Members of the Senate, who are 
determined to help save Pennsylvania’s enterprises and the jobs of the wage 
earners from destruction by cheap import competition. 

We understand that the approval by Congress of H. R. 5550, now under con- 
sideration by the Ways aaa Means Committee, will prevent the Members of 
Congress from establishing the necessary safeguards for our industries and labor, 
requested in the resolution. For that reason, we believe that the provisions of 
H. R. 5550 are a menace to the very existence of many of our privately owned 
enterprises, and we urge our Members of Congress to prevent the approval of 
this dangerous legislation. 

I attach you a copy of the resolution approved by the State Senate, marked 
““A’’; also a copy of the list of enterprises, marked “‘B’’, and labor unions, marked 
“C”’, filing protests against imports with Congress last year. May I respectfully 
request that you bring this letter, and these exhibits, to the attention of the 
members of the Ways and Means Committee, and urge that the information be 
included in the testimony being taken by your committee upon H. R. 5550. 

Full information of the great damage being done to the business, trade, agri- 
cultural, industrial and labor interests in Pennsylvania by unfair import compe- 
tition should be furnished all Members of Congress, and we trust our submission 
can be made part of the official records. 

Respectfully submitted. 


Davip WiutaMs, Director of Organization. 
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Senate ConcuRRENT ReEsoLuTion By Messrs. WaGNnerR, Scott, aND VAN 
Sant, Memorrauizinc Concress To Provipse ApEQqUATE SAFEGUARDS IN- 


CLUDING Import Quoras IN TARIFF AND TRADE LEGISLATION, IN THE SENATE, 
JANUARY 30, 1956 


Whereas the increased importation of numerous products that come into 
competition with the output of factories, farms and mines of Pennsylvania, 
replacing the products of Pennsylvania’s industries, is a constant menace to the 
State’s continuing economic stability; and 

Whereas the lower wages paid abroad make it impossi‘le for many of our 
smaller and medium-sized producers to compete with imports without resorting 
to ruinous price-cutting, which in turn would result either in financial losses or 
heavy pressure for wage reductions and outright unemployment; and 

Whereas our National obligations have reached such extreme proportions that 
the National income must be maintained at its present unprecedented high level, 
or close thereto, lest we become insolvent; and 

Whereas unemployment caused by the imports of residual oil, which increased 
300 percent from an average of 45 million barrels in 1946, to more than 136 
million barrels in 1954, or the yearly equivalent of 33 million tons of coal; and 
unemployment caused by imports of crude oil; various types of glass, steel, 
aluminum, brass and zine products; pottery and chinaware; granite, tiles, cement, 
hardboard, plywood, hardware, plumbing, flat glass and other building supplies, 
lace, carpets and all kinds of woolen, cotton and synthetic fiber manufactured 
goods; leather and fabric gloves; bicycles; hydraulic turbines; machine tools and 
other machinery; heavy electrical equipment and other electrical industry prod- 
ucts and electronics; watches, clocks and parts; optical industry products; 
cutlery; scientific apparatus; pencils and pens; pins, clips and fasteners; soft 
fiber; insulation board and manufactured cork products; chemicals; toys;.mush- 
rooms; farm, dairy and dried milk products, wallpaper, hats and millinery, 
printing industry products; ladies’ handbags and leather goods; nails, wire, screws, 
bolts and nuts and many other commodities; will render the upholding of the 
economy at its high levels most uncertain and difficult, unless all import trade is 
placed on a fair competitive basis and the potential injury therefrom thus elim- 
inated; and 

Whereas agricultural products such as wheat, wheat flour, cotton, butter, 
cheese and peanuts enjoy the protection of import quotas; and 

Whereas a maximum of satisfactory trade results from a prosperous domestic 
economy freed from the threat of a breakdown resulting from unfair import 
competition: Therefore be it 

Resolved (if the House of Represenvatives concurs), That the General Assembly of 
the Commonwealth of Pennsylvania hereby memorialize the Congress of the 
United States that adequate safeguards be provided in tariff and trade meee 
including import quotas, against the destruction or lowering of our American 
standard of living, the labor standard of our workmen, and the stability of our 
economy by unfair import competition and that the existing trade agreements 
legislation be amended accordingly; and be it further 

Resolved, That copies of this resolution be transmitted to the President. of the 
United States, the Vice President of the United States, the Secretary of State, 
the Secretary of Commerce, the Secretary of Labor, the Secretary of Agriculture, 
the Chairman of the United States Tariff Commission, the Speaker of the House 
of Representatives, and each Senator and Representative from Pennsylvania in 
the Congress of the United States. 

Referred to committee on constitutional changes and Federal relations, January 
30, 1956. Reported as committed, February 21, and laid on table. Taken from 
table and approved by Senate, March 14, 1956, and sent to House of Representa- 
tives for concurrence. 


Tue Import INsJury TO AMBRICAN ENTERPRISE AND LABOR 


The following is a partial list of agricultural, trade, and industrial organizations, 
or associations, along with individual companies, with investments and operations 
in Pennsylvania, which filed protests with congressional committees in Washington 
in 1955 against the damage, injury and threats to their American enterprises, by 
the competition in American markets from cheap foreign imports: 


National Board of Fur Farm Organizations. 
American Mining Congress. 
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National Coal Association. 

Anthracite Institute. 

Zine Industry, by Otto Herres, Mining Engineer. 

Pennsylvania Grade Crude Oil Association. 

Bradford District Pennsylvania Producers Association. 

Southwestern Pennsylvania Producers Association. 

National Dairy Industry. 

National Milk Producers Association. 

Association of Cocoa and Chocolate Manufacturers of the United States (Bachman 
Cheeolate Manufacturing Co., Mount Joy, Blumenthal Brothers Chocolate 
Co., Philadelphia, Hershey Chocolate Co., Hershey, Klein Chocolate Co., 
Elizabethtown, Wilbur-Suchard Co., Lititz). 

United States Beverage Distilling Industry. 

Wine Institute. 

Wine Association of Pennsylvania. 

Mushroom Growers Cooperative Association. 

Brandywine Mushroom Corp., West Chester. 

National Association of Green House Vegetable Growers. 

National Apple Institute. 

American Cotton Manufacturers’ Institute, Inc. 

National Association of Wool Manufacturers. 

National Association of Cotton Manufacturers. 

The Underwear Institute. 

The Philadelphia Wool and Textile Association. 

National Association of Blouse Manufacturers, Inc. 

American Lace Manufacturers Association. 

North American Lace Co., Philadelphia. 

Tufted Textile Manufacturers Association. 

Textile Fabrics Association. 

National Knitted Outerwear Association. 

Carpet Institute. 

American Viscose Corporation, Meadville. 

Cordage Institute (Edwin H. Fitler Co., Philadelphia, Thomas Jackson & Sons, 
Reading, Rinek Cordage Company, Easton). 

Card Clothing Manufacturers Association (Benjamin Booth Co., Philadelphia). 

National Association of Finishers of Textile Fabrics. 

Soft Fibre Manufacturers’ Institute (Hanover Cordage Co.; Hanover, Thomas 
Jackson & Sons, Reading; Lehigh Spinning Co., Allentown; Ludlow Manu- 
facturing Sales Co., Allentown; Revenah Spinning Mills, Hanover; Schlichter 
Jute Cordage Co., Philadelphia). 

The Twisted Jute Packing and Oakum Institute. 

Silk and Rayon Printers and Dyers Association of America, Inc. 

The Thread Institute 

The Woven Woolen Felt Industry, Philadelphia Felt Co., Frankford. 

The Hat Institute. 

The Wool Hat Manufacturers’ Association. 

John B. Stetson Co., Philadelphia. 

Hardwood Plywood Institute. 

The Wall Paper Institute. 

Printing Industry of America, Inc. 

The Book Manufacturing Institute. 

Manufacturing Chemists Association, Ine. 

Synthetic Organic Chemical Manufacturers’ Association. 

American Cyanamid Co., Inc. 

Rubber Manufacturers Association (Footwear Division). 

National Authority for Ladies Handbag Industry. 

American Fabric Glove Association. 

Pittsburgh Plate Glass Co., Pittsburgh. 

American Glassware Association. 

United States Potters Association. 

Vitrified China Association, Inc. 

Shenango Pottery Co., New Castle, Pa. 

Tile Council of America. 

The Pin, Clip & Fastener Association. 

Delong Hook & Eye Co., Philadelphia. 

Industrial Fasteners Institute. 

The Industrial Wire Cloth Institute. 
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United States Wood Screw Service Bureau. 

Talon Co., Meadville, Pa. 

The National Machine Tool Builders Association. 

Landis Tool Co., Waynesboro. 

S$. Morgan Smith Co., York and Philadelphia. 

Rockwell Manufacturing Co., Pittsburgh. 

Rockwell Spring & Axle Co., Coraopolis. 

Electrical Machinery Industry. 

Westinghouse Electric Corp., Pittsburth, East Pittsburgh, Beaver, Essington, 
Sharon, Sunbury, and Trafford. 

General Electric Co., Philadelphia and Erie. 

McGraw Electric Co., East Stroudsburg. 

Pennsylvania Transformer Co., Canonsburg. 

National Electric Products Co., Ambridge. 

Pacific Electric Mfg. Co., Scranton. 

Proctor Electric Co., Philadelphia. 

Stackpole Carbon Co., Kane; Johnsonburg and St. Marys. 

Syntron Co., Homer City and Blairsville. 

Allis-Chalmers Mfg. Co., Pittsburgh. 

Elliott Co., Jeanette and Ridgeway. 

Okonite Co., Wilkes-Barre. 

Air Products Co., Emmaus. 

National Electrical Manufacturers Association (Telephone Equipment Section). 

Western Electric Co., Inc. 

High-Voltage Electrical Porcelain Insulator Industry. 

The Bicycle Institute of America, Inc. 

Manufacturers of Optical and Ophthalmic Glass, Lenses and Instruments. 

American Optical Co. 

Scientific Apparatus Makers Association. 

H. B. Instrument Co., Philadelphia. 

National Association of Photographic Manufacturers, Inc. 

American Watch Manufacturers Association, Inc. 

Hamilton Watch Co., Inc., Lancaster. 

The Toy Manufacturers of the United States (Girard Manufacturing Co., Girard, 
Louis Marx Co., Inc., Erie, H. L. Moore Co., Cochranton). 

Lead Pencil Manufacturers Association, Inc. 

Fountain Pen and Mechanical Pencil Manufacturers Association, Inc. 

Insulation Board Institute. 

Pennsylvania Railroad Co. 
(Information bulletin issued by Pennsylvania Employer-Wage Earner Job 

Protection Association.) 


Excerpts From Testimony AND Protests AGarnst Imports, INJURIOUS TO 
AMERICAN INDUSTRY AND LABOR, PRESENTED TO GOVERNMENTAL COMMITTEES 
AT WASHINGTON BY REPRESENTATIVES OF NATIONAL AND INTERNATIONAL 
Unions, tn 1955—Tuese Untons Represent HunprREps or THOUSANDS OF 
MEMBERS IN PENNSYLVANIA—THE EXcERPTS ARE Part oF OrrictaAL GOVERN- 
MENTAL Hearincs Recorps, Upon tHe TrapE Extension Act or 1955 


Allied Printing Trades Association by Leo J. Buckley. 


“Board of Governors of the Allied Printing Trades Association is composed 
of the presidents of the five printing trades unions affiliated with the American 
Federation of Labor; namely (The International Typographical Union, The 
International Printing Pressmen’s Union, International Brotherhood of Book- 
binders, International Photo-Engravers’ Union, International Stereotypers’ and 
Electrotypers’ Union). 

“The membership of these unions numbers approximately 350,000. Their 
interest in H. R. 1 arises from two sources. One is the extremely low level to 
which the tariff on books has been reduced. The other is the subsequent tearing 
down of a vital part of the so-called manufacturing clause of our copyright law.” 


United Brick and Clay Workers of America, A. F. of L., by Nathan Duff, Counsel. 


‘‘We strenuously oppose the constant and continuous lowering of tariffs without 
safeguards. Here is a perfect example: Where are you going to stop? You have 
strangled us. You have strangled us on the ground that you must render economic 
assistance to a defeated nation like Germany. 
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“Tf you strangle other industries as you have strangled us—and I ask again 
where will it stop? Assuming you permit the importation of products that will 
hurt automobiles and steel and coal and chemicals, then we in turn will become a 
Communist nation because those people must depend upon somebody for a 
livelihood. If they can’t depend on the free enterprise system they will have to 
depend upon government.” 


United Brotherhood of ee and Joiners of America, A. F. of L., by Peter E. 
Terzick, Editor, of The Carpenter. 

“To the thousands of members of the United Brotherhood of Carpenters and 
Joiners of America who earn their living directly or indirectly in the American 
plywood industry, tariffs are of more than academic interest. Tariffs have become 
meat on the table and shoes on the kids—or rather, the absence of realistic tariffs 
has posed a growing threat of no meat and no shoes. 

“The plywood industry is a case in point. Ever since 1950, foreign plywood— 
particularly that made in Japan, has usurped ever greater percentages of the 
domestic market. The peril point has long since been reached, but as yet no 
relief has been forthcoming. If relief is not forthcoming soon, the domestic 
plywood industry, one of the major props of our war effort during World War II, 
will face permanent disaster. 

“Under the circumstances, tariff relief is overdue for plywood and such allied 
products as doors. We do not advocate the elimination of plywood imports, but 
we do advocate a tariff schedule that will bring foreign plywood prices more 
closely into line with actual domestic production costs. To think of reducing 
plywood tariffs still further is plain suicide for a major American industry 


American Flint Glass Workers Union of North America, A. F. of L., by Harry H. 
Cook, International President. 


“It would be a very short-sighted policy to allow highly skilled craftsmen, so 
necessary to our national defense, to be thrown out of their jobs as a resu't, of 
economic appeasement. 

“Imports are steadily on the rise, having increased from $5,200,000 in 1949 to 
$8,100,000 in 1953. 

“The plight of the industry has been further accentuated by the rejection by 
the President of the United States on September 9, 1954, of the Tariff Commis- 
sion’s recommendation for relief under the escape clause. Thus, any action from 
that source has been exhausted. 

“This rejection was a source of great disappointment to our industry and our 
general membership of fine American workers. Needless to say, this decision has 
not only weakened confidence in the escape clause, but also in the recommendations 
to the President by the Tariff Commission.”’ 


International Glove Workers Union of America, A. F. of L., by Thomas Durian, 
President 


“An American can’t do a day’s work on a bowl of rice and some gruel, but for 
example Japanese can; and that goes for other people in foreign lands as well. 
This doesn’t mean that Americans are better than others; but an American wants 
better things and better living conditions. He wants to earn his own living, at a 
trade he has learned, and not to be a charge of public charity. 

“We must stem the tide of products made by cheap subsidized foreign labor, 


or we will have no jobs and live no better than those from whom we should protect 
ourselves.” 


International Handbag, Luggage, Belt, and Novelty Workers’ Union, A. F. of L. 


“The more than 100,000 persons depending for a livelihood on the bread- 
winners directly engaged in the handbag industry and the like number of depend- 
ents depending on those engaged indirectly in the production of all raw materials 
and accessory items which go into the making of handbags (leathers, plastics, flan- 
nels, paperboard, frames, mountings, locks, trimmings, paper boxes, thread, 
wrapping paper, and twine, etc.) plead respectfully with the Committee on Ways 
and Means to reject any further reduction or lowering of our tariffs on ladies’ 
handbags and pocketbooks of all kinds and categories because of the extreme 


hardships we suffe~ today, whose heavy load, if increased, we shall not be able to 
bear.” 





1024 ORGANIZATION FOR TRADE COOPERATION 


United Hatters, Cap and Millinery Workers International Union, A. F. of L., 
by Marx Lewis, Gen. Secy.-Treasurer. 

‘“‘What troubles us particularly with respect to the pending legislation is that 
those who are hellbent to lower duties under the reciprocal trade treaty program 
are unwilling to take into consideration the problems with which various indus- 
tries are confronted and would, if they could, abolish every safeguard which is 
needed to protect industries against destruction—destruction which could very 
well be achieved without furthering the objectives they seek to advance in more 
than the slightest degree.’’. 


International Brotherhood of Operative Potters, A. F. of L., by E. L. Wheatley, 
Ist Vice President 


“Tf the proponents of the vicious H. R. 1 would dare to be so brazen as to at- 
tempt in the face of past history to prove without question the advantage of this 
proposed measure to any industry confronted with unfair competition and low- 
wage nations the bill would not be quite so bitter. However, as it affects the 
Ameriean pottery operative, disaster is bound to be the end result, and if and 
when our Government whittles away all protection, which has been continued 
since the early thirty’s, the ultimate will be the elimination of the American 
dinnerware industry and the American pottery market will be a battleground for 
the foreign pottery manufacturers which will in no way tend to improve the econ- 
omy of the foreign pottery worker.” 


United Textile Workers of America, A. F. of L., by Anthony Valente, International 
President. 

“Our concern in the matter of textile tariffs stems mainly from the discretion 
afforded the President in his authority to reverse the decisions of the Tariff Com- 
mission even when peril and injury are proven, and the probability that the tex- 
tile industry of the United States will be victimized in negotiations with Japan 
under the General Agreement on Tariffs and Trade. The fact is that the American 
textile market is a prime Japanese objective. We believe the exchange of trade 
should be arranged upon a selective basis. 

“‘We fear the danger of selecting the United States textile industry, per se, for 
experimentation and a further lowering of textile tariffs, not only by the Executive, 
but through the GATT negotiations.” 


United Wall Paper Craftsmen and Workers of North America, A. F. of L., by M. C. 
Firestone, Secretary-Treasurer, 


“In 1950 it was estimated that imports had already displaced 15 percent of 
domestic manufacturers’ delivery of comparable goods. Today that figure is in 
the range of 25 to 30 percent, and it is still on a sharply rising trend. 

“During the past 17 years the number of rolls of wallpaper imported rose 546 
percent. During the same period domestic production decreased approximately 
50 percent. 

‘‘In @ market in which nearly one-half of all the employees have been laid off, 
this startling percentage rise in imports must be regarded as desperately alarming. 
In view of such circumstances, the voice of protest should not go unheeded and 
the prophecy of economic hardship should not be disregarded.” 


United Glass and Ceramic Workers of North America, CIO., Burl W. Phares, 
International President. 


“We as trade unionists in a free society well recognize the need for trade among 
the free nations of the world today; however, we cannot agree with the theory 
of making the industrialists of foreign nations more secure Tnanclally at the ex- 
pense of the American employer, American workman, and American taxpay er, 
as well as subjugating his own workers by a substandard of living * 

“CIO further urges that foreign trade agreements be based upon siiaiied ad- 
vantages such as traditional national skills and resources, rather than sub- 
standard wage scales. We urge that international fair labor standards be applied, 
particularly to articles for which tariff reductions are sought. CIO feels that the 
gains from maintaining and increasing the level of foreign trade must be shared 
by those producing the goods. We are not interested in a program which would 
simply enrich speculative importers or profiteers from forced labor.” 


United Textile Workers of America, CIO, by Solomon Barkin, Director of Research. 


“The textile industry is an outstanding example of the perils of thoughtless 
tariff policy. Since 1951 the industry has been suffering its worst depression in 
20 years. Employment has shrunk from a million and a quarter to 900,000. 
Scores of mills, including some of the Nation’s largest, have been liquidated. 
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There is a question whether, in a war emergency, the remaining capacity would 
be adequate to clothe the military and civilian population. 

“The textile depression cannot be blamed on foreign competition. Nevyerthe- 
less, such competition has been highly damaging in certain fabrics, including 
those that would be of primary military importance. The efforts of our union to 


correct this damage by proper interpretation of the existing law have been 
ignored.”’ 


United Mine Workers of America, Ind., Thomas Kennedy, Vice President 


“T want to call particular attention to the dumping of residual oil on the eastern 
seaboard, most of which comes from Venezuela, not a Communist dictatorship, 
but a military dictatorship, which from the standpoint of freedom and justice is 
just as bad as a Communist dictatorship. t 

‘Residual oil last year displaced over 30 million tons of American coal. We had 
in the American coal mining industry in the month of December 1954, over 143,000 
persons unemployed, with thousands of others working part time. 

“Tf the dumping of residual oil were stopped and placed upon a quota basis, it 
would mean about 3 weeks extra work for the coal mining industry. It has been 
pretty well established that the dumping of commodities on our shores is wrong 
and in violation of every concept of fairness and equity and yet the practice con- 
tinues merrily along its way.” 


Amalgamated Lace Operatives of America, Levers Section, Ind., by Frederick Dixon 
President 
“We have traditionally opposed the Trade Agreements Act because of its dam- 
aging effect on the working lives of those employed in the American lace industry. 
“We have been living under the trade program and its tariff-cutting policies for 
the past 20 years. The duty rates on numerous items have been cut not once, but 
repeatedly. This repetitious policy has enabled foreign nations to flood our mar- 
kets with low-wage goods, and in so doing has brought about economic recession 
to many American industries and unemployment to the labor force they employ.” 


National Industrial Independent Union Council, Don Mahon, Secretary; Electrical 
Workers Independent Union, Roger M. Rettig, President. 


“Many industries, in which our members are employed, have suffered loss of 
business due to foreign competition, which has resulted in the unemployment of 
many of our members. 

“For example, the highly skilled electrical industry has been seriously affected 
by the present tariff laws. Nothing is more vital to our national defense than the 
supply of electricity. This supply cannot be maintained, or increased during 
national emergency, without power transformers. 

“During the last year and one-half, practically all large power trarsformers 
purchased by our Government have been bought in Europe. The 12-percent 
tariff on transformers has by no means been any protection from foreign com- 
petition, when the wage rates paid by European firms are approximately one-fourth 
of that paid to skilled transformer employees in this country. 

“In February 1954, a comparison of the wage rates in the transformer industry, 
in this country and foreign countries was made. It was found that foreign rates 
ranged from 33 cents per hour to 56 cents per hour, while the companies employing 
our members were paying an average rate of $2.20 per hour. Since labor costs are 
such a large portion of the total cost of a power transformer, it is apparent that the 
only solution is a higher tariff to protect American firms and workers,” 


Order of Railway Conductors and Brakemen, by W. D. Johnson, Vice President and 
National Legislative Representative, also for the Brotherhood of Locomotive 
Engineers, and the Brotherhood of Locomotive Firemen and Enginemen. 

“We fully realize that we cannot live ‘unto ourselves alone’ and progress as a 
great nation. We must, therefore, have trade agreements that provid for exports 
and imports, but not to the extent of destroying our domestic industri°s, agricul- 
ture and labor standards. Therefore, if and when the overation of any part of 
the trade agreements brings mass unemployment to American citizens, something 
should be promptly done to correct the injustice. 

“The overall unemployment in the railroad industry is quite substantial at the 
present time and the future outlook from any employment standpoint is not 
very encouraging. 

“‘We railroad employees have felt the effects of foreign residual oil sine> shortly 
after hostilities ceased in World War II. The aggregate loss in wages to this alien 
product amounted to more than $268,136,000 from 1946 through 1954. Again, I 
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a out that this figure was computed by using only the percentage of United 
states produced coal carried by the railroads each year and applying it to the coal 
equivalent of residual-oil imports.” 


Brotherhood of Railway Trainmen, by Harry See, National Legislative Representa- 
tive, 

“The brotherhood generally supports the principle of reciprocal trade, until 
such time as it begins to make serious inroads on the stability of our national 
economy. When even a small portion of our economy is threatened, we feel that 
a closer look should be taken at our international trade agreements. 

“T have in mind specifically the coal and transportation industries, and that part 
of our trade setup dealing with the importation of residual fuel oil. I appeared 
before this committee in May 1953, and acquainted its members with the loss in 
employment in only one section of the country that can be related to the unre- 
stricted importation of residual oil. Today the situation has grown worse.” 


(Information bulletin issued by Pennsylvania Employer-Wage Earner Job 
Protection Association.) 


The CuHarrman. Mr. Klurfeld, please give your name, address, 
and the capacity in which you appear. 


STATEMENT OF ARTHUR M. KLURFELD, EXECUTIVE DIRECTOR, 
TEXTILE FABRICS ASSOCIATION, NEW YORK, N. Y. 


Mr. Kiurretp. My name is Arthur M. Klurfeld, Executive Direc- 
tor of the Textile Fabrics Association, whose office is located at 40 
Worth Street, New York City, and I appear on behalf of that 
association. 

The CuarrmMan. Will you proceed, please? 

Mr. Kuurreup. H. R. 5550 ostensibly merely authorizes the Presi- 
dent to accept membership in the Organization for Trade Cooperation 


and authorizes the expenditure of the necessary funds to administer 
our share of the cost of running such an organization. 

The proponents of this bill claim that its approval is necessary 
to prove to our allies in the western world that we are pledged to the 
lowering of trade barriers by reducing import duties, removing trade 
restrictions such as quotas, etc. They also claim that the adminis- 
tration of the General Agreements on Tariffs and Trade, known as 
GATT, is seriously being hampered by the inability of the 35 nations 
who are parties to GATT to organize effectively by electing officers, 
setting up administrative committees to settle disputes and in general, 
carrying out the policies of GATT through the creation of proper 
administrative machinery. 

As we understand the OTC it is intended to be merely the admin- 
istrative arm of GATT which has been in existence for 9 years. 

The rules and regulations as established by GATT have never been 
submitted to the Congress for approval for the reason it is an executive 
agreement which does not require the approval of Congress. The 
proponents of H. R. 5550 do not claim that they need the approval 
of Congress to membership in OTC because it is any the less of an 
executive agreement. They make no mention of that aspect of the 
matter, but emphasize instead the other considerations which I 
have mentioned. 

With regard to the claim that our membership in OTC is necessary 
to prove our intentions toward removing trade barriers, the simple 
answer is that, if the other 34 countries who are parties to GATT 
are not yet convinced of our intentions as proved by our actions, 
then it must be concluded that the trade agreements program for 
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the past 20 years has been a dismal failure. We do not expect the 
proponents of OTC to make any such admission. If the adminis- 
tration is seeking approval of membership in OTC as proof of our 
future attitude toward the trade agreements program, we believe the 
Trade Agreements Act is the proper law to spell out that policy. 
It must be remembered that the Congress candle refrained in the 
last renewal of the Trade Agreements Act, known as H. R. 1, from 
thereby having it construed as either approval or dissapproval of 
GATT. 

In our judgment any person who becomes a member of any organi- 
zation thereby expressly or impliedly approves of its rules and regula- 
tions. The same is no less true of a government that becomes a member 
of OTC; it has thereby expressly or impliedly approved of the rules 
and policies of GATT. Any claim to the contrary cannot be justified 
either on the basis of logic or accepted understanding. 

In fact, if we understand the Secretary of Commerce, he argues in 
his prepared statement before this committee that GATT is a good 
thing, and therefore we should accept membership in OTC. That 
argument would not be necessary if the Secretary of Commerce did 
not understand that we are pledging ourselves to acceptance of the 
principles and policies of GATT by membership in OTC. 

The contention that the United States should become a member 
of OTC because GATT cannot be set up administratively to do its 
work effectively is somewhat bewildering when closely examined. 

For one thing, if GATT is an executive agreement and membership 
in OTC is the implementation of that agreement, we cannot see why 
the contracting parties cannot be organized effectively by setting up 
committees, electing officers, et cetera, without the formal approval 
of the Congress. 

Aside from that aspect, it is difficult to understand why the admin- 
istration now finds after 9 years of operating under GATT that it 
requires formal membership by the United States in OTC to do its 
job effectively. The record shows that the multilateral trade negotia- 
tions under GATT since 1947 have effected more changes in our tariff 
structure than in the entire previous period during which the Trade 
Agreements Act has been in effect. All of this was accomplished 
without the benefit of formal membership in OTC. The fact is the 
contracting parties to GATT do not have to look to any higher 
authority to organize properly and our membership in OTC does not 
require the formal approval of the Congress, if GATT itself does not 
require such formal approval. 

Accordingly, it is evident that neither the contention that our 
membership in OTC is necessary to prove our good intentions or to 
permit the effective organization of GATT will stand up under close 
scrutiny. The reason for submitting this bill to the Congress in this 
innocuous manner must be found elsewhere. We believe this bill if 
enacted would commit our country to the policies and objectives of 
GATT and any effort on the part of the Congress thereafter to take 
any action contravening these policies would at the very least prove 
embarrassing to our State Department and at the most would raise 
some very serious legal questions relating to the power of Congress 
thereafter to legislate in the field of foreign trade. 
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The proponents of the bill may dismiss this as speculative and.argu- 
mentative, but they cannot argue with certain facts that can be 
brought out at this time. I refer to the effect of our adherence to 
GATT on the policy expressed by the Congress in the Trade Agree- 
ments Act. 

Under section 7 of that act that procedure is set up for possible 
relief to a domestic industry seriously injured by imports under the 
so-called escape clause provisions of the act. The Tariff Commission 
is directed to make a proper investigation and if it finds that an in- 
dustry has been seriously injured, in the words of the act, “it shall 
recommend to the President the withdrawal or modification of the 
concession, its suspension in whole or in part, or the establishment of 
import quotas, to the extent and for the time necessary to prevent or 
remove such injury.” 

In his prepared statement before this committee, the Secretary of 
Commerce frankly states that 1 of the 4 major objectives under GATT 
is ‘the elimination of quota restrictions which arbitrarily limit the 
physical amount of goods which can be imported.’’ He further 
states that— 
an important purpose of these general rules—which restrain the use of such things 
as taxes, quotas, subsidies and admivistrative procedures—is to insure that these 
devices will not be used to nullify the intended value for members of the tariff-rate 
agreements. 

The State Department has made no secret of the fact that it feels 
bound by this understanding reached among the GATT members 
and will oppose any efforts on the part of any manufacturing group in 
this country to obtain a quota either under the administrative pro- 
cedure of the escape clause in the Trade Agreements Act or by any 
legislation proposed before the Congress. In fact, the Secretary of 
the United States Tariff Commission indicates that that agency has 
adopted a somewhat similar policy. 

In an article which appeared in the Daily News Record, of February 
24, 1956, the Secretary of the United States Tariff Commission was 
quoted in part as follows: 

In the blouse case, as in other escape clauseinvestigations, the Tariff Commission 
has authority to recommend either higher tariff rates or the imposition of import 
quotas on competitive foreign goods, or a combination of both, if the facts warrant 
such a recommendation, Mr. Bent said. 

The Commission, however, seldom recommends import quotas on manufactured 
goods as a remedy in such cases. Mr. Bent said he could not recall any recent 
instance where the commission had, in fact, suggested to the White House that 
import quotas would be the correct relief in a case involving anything other than 
an agricultural commodity. 

We fail to find anything in the Trade Agreements Act which could 
reasonably lead the United States Tariff Commission or the State 
Department to the conclusion that relief by way of quotas under 
the escape clause should not be permitted at all or at best should be 
limited to cases involving an agricultural commodity. It is our under- 
standing that section 22 of the Agricultural Adjustment Act is intended 
to take care of hardship cases involving agricultural commodities and 
therefore the escape clause provision in the Trade Agreements Act 
must have been intended to cover hardship cases in other than agri- 
cultural commodities. This is but one example of how our adherence 
to GATT by administrative action conflicts with the stated policy of 
Congress in the Trade Agreements Act itself. 
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Another of the major objectives of GATT, as set out by the Secre- 
tary of Commerce, is to eliminate reliance on tariffs for the protection 
of domestic producers. Under present procedures, whenever a tariff 
rate is raised by the President as a result of an escape clause applica- 
tion, the country that loses this concession can demand that the United 
States Government grant it some other concession to make up for 
that loss. For example, when duty on watch movements was in- 
creased, Switzerland was given a number of other concessions on 
products she sells to this country to make up for that loss. This 
policy can be carried out by the State Department when authority 
exists under the Trade Agreements Act to reduce existing rates of 
duty on a number of commodities. However, when the present 
Geneva Conference ends, it is expected that the State Department 
will have used up most, if not all, of its authority to negotiate reduc- 
tions in existing rates of duty. 

In view of these circumstances, any domestic industry that has 
an escape clause proceeding pending or that files one hereafter is 
bound to come up against strong administrative disapproval of an 
increase in duty for the simple reason that the administration will 
lack the authority to give any foreign country compensating decreases 
in duties on other commodities to make up for the concession that 
would be taken away under an escape clause proceeding. 

The record shows the administration has already proved its un- 
willingness to grant any relief under the escape clause provisions, 
except upon a showing of meeting a standard not found in the Trade 
Agreements Act such as, being an industry necessary to the defense 
of our country and employing workers with unique skills. 

The textile industry, of which this organization which I represent 
is an important spokesman, is presently faced with serious competi- 
tion from textile fabrics and products imported from Japan. This 
industry has already been told that it cannot look to section 22 of the 
Agricultural Adjustment Act for relief from such competition at the 
present time. 

In fact, the Secretary of Agriculture in his decision indicated that 
the proper administrative remedy is an escape clause application 
under the Trade Agreements Act. 

However, in view of the expressed attitude of both the State De- 
partment and the secretary of the United States Tariff Commission, 
as quoted above, we cannot look to that avenue for possible relief. 
Economically, we can demonstrate without fear of contradiction that 
a mere raising of tariff rates back to the 1945 level will not remove the 
serious injury being experienced from Japanese imports by the textile 
industry. The only effective remedy in this instance is a fair and 
reasonable quota. We are compelled to look to the Congress for 
such relief. 

Under these circumstances we have a vital stake in the outcome of 
H. R. 5550. If this bill is approved, it is our considered judgment 
that the Congress will be saying in effect to the other 34 countries 
who are parties to GATT that it is scrapping the escape clause pro- 
ceedings of the Trade Agreements Act and adopting the objectives of 
GATT in lieu of this policy. 

Any tariff bill hereafter submitted to the Congress for its approval 
would have to be examined to determine whether it violates the 

75018—56——66 
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policies or principles of GATT if the Congress once approves mem- 
bership in OTC. 

We do not believe that the Congress will want to tie its own hands 
in this manner by approving membership in OTC at this late date. 
If GATT has been able to struggle along for a period of 9 years, it is 
safe to conclude that it can continue its work without formal 
membership of our country in OTC. 

For these reasons we strongly recommend that this committee 
indicate its disapproval of H. R. 5550 by refusing to report it out 
favorably to the House of Representatives. 

Thank you very much. 

The CHarrMANn. Does that complete your statement? 

Mr. Kuurrevp. Yes, sir. 

The Cuatrman. We thank you for your appearance and the 
information given the committee. 

Are there any questions? 

Mr. Eseruarter. Mr. Chairman, I want to make a comment. 

The CuatrMan. Mr. Eberharter. 

Mr. Eseruarter. Mr. Klurfeld, I want to commend you upon 
your statement, not because I agree with all phases of it, but you are 
one of the very few witnesses who stuck to the issues in the hearing. 

Most of the other witnesses have spoken about rates, quotas, and 
other matters not pertaining to the issue whatsoever. But you have 
adhered to the issue, and I commend you for that reason. 

Mr. Kiurrevp. Thank you. 

The CHarnMan. We thank you, sir. 

What is the pleasure of the committee? Do yov want to adjourn 
at this time to go to the floor of the House, or do you wish to proceed 
with the hearing? 

Without objection we will proceed. 

The next witness appearing on the calendar is Mr. Roy A. Cheney. 

Come forward, please, sir. 

Please give your name, address, and the capacity in which you 
appear, for the record. 


STATEMENT OF ROY A. CHENEY, PRESIDENT AND GENERAL 
COUNSEL, UNDERWEAR INSTITUTE, NEW YORK, N. Y. 


Mr. Cueney. My name is Roy A. Cheney, 468 Fourth Avenue, 
New York city, president and general counsel of the Underwear 
Institute, which was founded in 1866, and represents the manufactur- 
ers of all types and kinds of underwear from all kinds of fibers. 

I also represent, as general counsel and consultant, the Work Glove 
Institute, manufacturing gloves made of flannel and canvas. 

I will not read a long statement or talk to any length whatsoever, 
but merely state that we indorse and agree with the things said by 
Mr. Robinson, Mr. Love, and Mr. Milliken this morning. 

a merely wish to transpose the word underwear in place of cotton 
textiles. 

As to our interest here, we feel that the way things have been going 
under GATT, if this bill is passed it will be carried on to a far greater 
extent, and we are afraid of the effects of it later on. 

Our interest is this: We pay our people $1.35 to $1.40 an hour. We 
work 40 hours a week. ‘The Japanese wages in the underwear industry 
are 11 cents an hour and they work as long as 70 hours a week. 
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According to the Daily News Record, the trade paper for the in- 
dustry, the Japanese exports of underwear, knitted underwear, to the 
United States in 1954 were 180,000 dozen. In 1955, they amounted 
to 900,000 dozen. 

With the other gentlemen who testified before, we feel the Japanese 
or any other foreign country can take over any part of our production 
they wish to take at any time. 

There is one further thing I would like to add to what has been said, 
that that is this: I feel and believe that the expansion of our textile 
industries and particularly our underwear industry into other areas 
in the middle south and western south will be stopped, or almost 
stopped, for this reason: it takes a new underwear mill from a year to 
a year and a half to get into production and to make merchandise 
of high quality. 

Heretofore, the production we have been making in these new mills 
of not too high quality has been sold in the basements and the dime 
stores as bargain merchandise. Most of that is now being taken over 
by Japanese products. So that adds another cost to expansion. 

I am very grateful to you, sir, and to you gentlemen, for giving me 
this opportunity. 

The CoarrMan. Does that complete your statement? 

Mr. Cueney. I have completed, sir. 

The Cuarrman. We thank you for your appearance and the infor- 
mation you have given the committee. 

Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. As I understand, you are talking in part about these 
factories that are found in small towns, pretty much, over Pennsyl- 
vania and other States? 

Mr. Cuenry. The product of the smaller mills in the small towns 
is the product which meets the Japanese competition primarily, al- 
though one of our larger mills, the Appalachian Mills Co., of Knox- 
ville is now liquidating, and I believe that is due more or less to the 
influx of Japanese merchandise. 

Mr. Stmpson. Thank you. 

The CuarrMan. We thank you for your appearance and the in- 
formation given the committee. 

The next witness is Mr. W. C. Heyn. 

Come forward, sir, and give your name, address, and the capacity 
in which you appear. 


STATEMENT OF W. C. HEYN, ASSISTANT TO THE PRESIDENT, 
NEW HOLLAND MACHINE CO., NEW HOLLAND, PA. 


Mr. Heyn. Mr. Chairman, and members of the committee, my 
name is W. C. Heyn. I am assistant to the president of the New 
Holland Machine Co., New Holland, Pa. We are manufacturers 
of farm machinery. I have requested the opportunity to testify 
before the Ways and Means Committee in support of H. R. 5550 
because I have felt that businessmen having a vital interest in the 
export field should make known their views on this proposed legisla- 
tion which is so important to the United States foreign trade and to 
the general economic health of all of us. 

In the past 2 years New Holland has set up manufacturing opera- 
tions in England and Australia in an effort to overcome some of the 
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trade restrictions that presently exist. ‘These moves represent only 
partial and costly solutions to the difficult problem of eliminating 
trade barriers, so that people who want and need our equipment are 
able to buy it. 

As a result of this experience in the field, I feel that I can comment 
usefully on what I conceive to be the contribution the General Agree- 
ment on Tariffs and Trade has made and can make toward the ex- 
pansion of world trade. 

It seems to me if we start witn the premise that the exchange of 
goods aud services among the nations of the world on an economic 
basis, subject of course to those restraints and limitations which the 
various vital national interests require, contributes to the health and 
well-being of all, we must conclude that cooperative arrangements 
facilitating that exchange are likely to be useful and valuable. For- 
eign trade is bound to be an immensely complex operation of scores 
of governments, each pursuing what they conceive to be their in- 
dividual national interest, intervene actively in the flow of commerce, 
by regulations, controls, embargoes, subsidies, without regard to 
the effect of their actions on each other. In fact, in extreme situations 
the conduct of foreign trade can be practically impossible, as it was 
immediately after the last war. 

In the last 20 or 30 years with the loss of the more or less automatic 
regulator of the gold standard and the increasing responsibilities 
governments have accepted for maintaining internal levels of economic 
activity, production and employment, arbitrary control over foreign 
trade becomes a'most inevitable and in many cases shortsighted, if 
there is no international agreement on the way it should be conducted. 

Any government’s immediate concern for its own internal welfare 
must clearly outweigh in importance any regard for the effect of its 
actions on other countries, unless it has some assurance that such 
regard would be reciprocated and that the net result of collaboration 
will be beneficial to that country. 

In the prewar and immediate postwar period the common ap- 
proach to this problem was by resort to bilateralism whereby pairs 
of countries concluded trade agreements listing products to be ex- 
changed and outlining the kind of commercial behavior each would 
expect. of the other. 

That this sytem was restrictive and thoroughly inefficient in pro- 
ducing the benefits to all that trade should provide, was widely 
acknowledged. The negotiation and acceptance by 23 nations of 
the General Agreement on Tariffs and Trade in 1947 was thus in 
recognition of the essentially multilateral character of world trade if 
it is to serve the best interests of all. 

We all know, of course, that the United States had never resorted 
to bilateralism in the sense that other countries did. We had nego- 
tiated our tariff reductions on a bilateral basis but had extended the 
benefits of our concessions to all on a most-favored-nation basis. 

We had never maintained the import restrictions and discrimina- 
tory quotas which were the essence of the bilateral system. Our 
objective for many years has been to achieve a world trading system 
based on multilateralism, as free as possible of discrimination and 
governmental barriers (other than moderate tariffs). 

The basic provisions of the General Agreement on Tariffs and 
Trade calling as they do for equal access for all to the products and 
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markets of the world, nondiscriminatory treatment for all, the elimi- 
nation of quotas and other quantitative limitations to trade, and the 
gradual reduction of tariffs—these provisions represented the pur- 
poses and objectives of the United States itself. 

Because the general agreement deals with a real world there are, 
of course, exceptions to these general provisions to take account of 
special circumstances and situations. 

Principal among these exceptions are those provisions permitting 
the maintenance, on a temporary basis, of quantitative restrictions 
for balance of payment purposes, and in the case of underdeveloped 
countries for protection of infant industries. 

In addition, there is the escape clause permitting countries to 
withdraw concessions if those concessions have caused serious harm 
to particular domestic industries. 

This clause is similar to the escape clause in our own trade agree- 
ments legislation. The exceptions are, of course, as necessary to 
the general agreement as its positive provisions. In no other way 
could an agreement involving undertakings by 35 nations differing 
in social, economic and political philosophy, be accepted. The 
United States may take great satisfaction that the General Agree- 
ment on Tariffs and Trade comes so close to our own concept of the 
kind of world trade which is calculated to bring the most substantial 
benefits to all who participate. 

Equally important with the objectives the GATT sets forth and 
the code of good conduct for trade it establishes, is the forum it pro- 
vides for the amicable discussion and settlement of disagreements 
on the basis of fairness and equity. 

A number of witnesses before this committee have indicated in 
detail some of the disputes which the Gatt has settled to the satis- 
faction of all parties concerned. It is more difficult to enumerate 
or to know the extent to which the mere existence of the GATT has 
contributed to the settlement of those many disputes which have 
never come to the GATT and have been settled by bilateral discus- 
sion. 

There can be no doubt that mutual acceptance of the principles 
of GATT and of the GATT ground rules has provided the basis for 
solution to many trade problems which have not been publicly 
aired. 

As we all know the GATT has limped along on a provisional basis 
for 8 years, without an organization or staff of its own. Everyone 
connected with it has recognized the handicaps under which it has 
operated. If then the GATT represents the kind of trade policy we 
ourselves wish to follow and to urge upon others it would seem con- 
sistent and logical that we should wish it to function as efficiently as 
possible. 

That is what the organization for trade cooperation would do. It 
would provide the general agreement with a small administrative 
organization so that the work of the contracting parties could proceed 
with efficiency and continuity throughout the year instead of, as has 
been the case, only when the parties meet at intervals of a year or 
more. 

In addition, within the strict limits set down, it would facilitate 
intergovernmental consultations on questions relating to international 
trade; sponsor trade negotiations; study questions of international 
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trade and, where appropriate, make recommendations; and finally, 
collect, analyze and publish information relating to trade. 

The organization would not impair the sovereignty of the United 
States or any other country in any way, it could not impose obligations 
on its members, it could not make tariff concessions, it could not 
= the powers of Congress with respect to customs or import 

uties. 

In many respects the bill presently before the committee, H. R. 
5550, affords to Congressmen who are concerned about protection 
of home industry less difficulty than any trade bill which has been 
offered in recent years. Under this bill, not a single tariff will be cut 
or a single piece of additional substantive authority granted to the 
President. The Congress is not even being asked to approve the 
GATT. All it is being asked to do is to facilitate the carrying out 
of a policy it has already approved and established as the law of the 
land. It seems to me that from the congressional standpoint the 
basic decision has been well deliberated and concluded last year. 

On the other hand disapproval or failure of Congress to approve 
this bill would have the most serious effects on our established trade 
policy. Such disapproval would be interpreted abroad as a repudia- 
tion of the GATT (even though the GATT itself is not being consid- 
sidered) and a reversal of our traditional trade policy. 

The GATT would be greatly weakened and every country would 
have to consider immediately what steps it might take to protect 
itself from arbitrary action on the part of others. 

Much that has been accomplished in the way of trade cooperation 
among the nations would be placed in jeopardy or even destroyed. 

These statements made herein seem correct to me and so I respect- 
fully urge the committee take full account of these probabilities in its 
consideration of this bill. 

Thank you. 

The Cuarrmay. Does that oenphate your statement? 

Mr. Heyn. Yes, sir. 

The CuarrmMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Simpson. Mr. Chairman? 

The CuatrMan. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stmpson. Does your company engage in the export business 
now? 

Mr. Heyn. Yes, sir, we do. 

Mr. Stmpson. Do you ship to England and Australia? 

Mr. Heyy. Yes, sir. We find that the door is closing and it has 
been necessary for us to start to manufacture in those countries in 
order to participate in those markets. 

Mr. Stmpson. Did not those countries violate GATT when they 
closed the doors? 

Mr. Heyn. It certainly is against the spirit of GATT and it is 
our hope and our belief that if the United States and the other people 
in GATT can move in a constructive manner, that that sort of trend 
will be reversed. 

Mr. Srmpson. Prior to the time Great Britain and Australia closed 
their doors, you were shipping machines in there which were manu- 
factured by American labor? 
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Mr. Heyn. Yes, sir. 

Mr. Stwpson. You have now taken capital, I assume, to those 
countries and done exactly what they wanted you to do, open plants 
over there. 

From their viewpoint that must be to their own good. 

Mr. Heyn. I think that is somewhat to their good. 

Mr. Simpson. Is it to our disadvantage? 

Mr. Heyn. I think it is to everybody’s disadvantage, because we 
are building machines over there that their farmers must buy at a 
price that is very much higher than what we could supply similar 
machines from this country for. 

We are spending capital over there, and we are spending effort, to 
make these machines in Australia and in England under what we 
consider to be uneconomical conditions. It just isn’t reasonable. 

Mr. Simpson. And yet you have gone over and opened plants up 
in these countries? 

Mr. Heyn. We think we are doing the expedient thing. We do 
not think it is the right thing. We would very much prefer to deal 
on the basis of being competitive with the foreign market with any- 
body who chooses to manufacture farm machinery. We think we can 
be competitive. 

Mr. Stupson. I am trying to look at it from the standpoint of the 
Englishman, the native over there. 

He wants to provide jobs for his workingmen now, and he is doing 
it now. You are playing into his hands when you build a plant. 

Mr. Heyn. I don’t think we are playing into his hands, sir. The 
reason I feel that way is this, that because they are insisting on a 
policy of this sort, they are getting machines at a very much higher 
cost than they would get them from here. 

Let us take an example. If they instead of worrying about making 
hay balers in England were to increase their exports of Wedgewood to 
this country, of chinaware, which they do a beautiful job on—— 

Mr. Simpson. But last week we had people in here complaining 
bitterly about this English dinnerware, and so on, coming into this 
country and putting people out of work who also live in Pennsylvania. 

Mr. Heyn. I understand that. 

Mr. Stwpson. Do you advocate that? 

Mr. Heyn. My point is that if we will let this thing seek its own 
level within the boundaries of what is reasonable for the country from 
a defense standpoint, each country will tend to make what it can 
make most efficiently and people will buy merchandise more quickly 
and we will not tie up capital that is required under a plan where it is 
necessary to go to each of these countries and set up separate manu- 
facturing facilities. 

Mr. Srupson. If I understand correctly, what you would like to do 
now is create a situation and close the plant down in Australia and 
England? 

Mr. Hern. We would prefer to do that, yes, sir. 

Mr. Stmpson. You would like to do that? 

Mr. Heyn. I think that would be the ideal thing from our stand- 
point. We feel that we can produce much more efficiently here than 
we can produce in Australia. 

Mr. Simpson. Would you like to close down the American plants 
that manufacture dinnerware and so on? 
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Mr. Heyn. I would not recommend that. I would say this, that 
if the economics of the situation dictated it over a period of time, 
maybe that is the reasonable thing to do, just as I would expect that 
it might be the reasonable thing for us to stop manufacturing farm 
machinery in Australia, if we cannot make things efficiently over there. 

Mr. Stmpson. Thank you, sir. 

The Cuarrman. Mr. Curtis of Missouri, will inquire. 

Mr. Curtis. Is it not one of the policies of our State Department, 
too, to encourage American industry to build plants in Australia, for 
example, and England, and other countries abroad? 

Mr. Heyn. Yes, sir. I think they would like to have us do that. 

Mr. Curtis. And yet the reason, or one of the big incentives and 
the reason you are doing that, is because the trade restrictions that 
those countries have imposed. 

GATT is supposed to be a method of overcoming trade restrictions. 
Where does that get you? Is it somebody playing one end against 
the other end? 

Mr. Heyn. No, sir, I do not think that is necessarily so. I think 
if these things could be decided entirely on the basis of economics, it 
is very possible that we could go to England and set up a manu- 
facturing plant and ship farm machinery to the continent. 

; Mr. Curtis. How about shipment back to the domestic market 
1ere? 

Mr. Heyn. We could not compete, or at least we found no way to 
compete so far. 

Mr. Curtis. Of course, if you get some pretty good cheap labor 
somewhere maybe you can. 

Mr. Heyn. I think that this is generally true. 1 think you will find 
most people who have had considerable experience in the manufac- 
turing of heavy machinery have not found that cheap labor pays. 
It does not pay. 

Actually, labor becomes a relatively small component, if you can 
tool heavily enough to make that sort of machinery efficiently. 

Mr. Curtis. As I understand your argument for OTC, it is es- 
sentially that you feel that maybe, if GATT’s professed purpose is 
to lessen the trade barriers, then OTC would strengthen its hand in 
doing that, and that you would benefit by having fewer barriers. 

It is all predicated on the theory, is it not, that GATT has been 
decreasing trade barriers? 

Mr. Heyn. That is essentially right. We feel that actually if we 
wanted to come in and take the other position, we have a strong case 
on the other side. We happen to sell $7 or $8 million worth of twine 
every year, where the twine fiber is imported into this country, and it 
is manufactured in the United States. 

The competition is essentially Mexican, and in many cases Belgium 
and The Netherlands. Our sales division thinks we should come down 
here and raise great hullaballoo; they want protection and not that 
kind of competition. 

Mr. Curtis. Do they want protection just for their industry or is 
it because of the cost differentials in manufacturing? 

Are you not there up against real cheap labor? 
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Mr. Heyn. Yes, sir. I think, to my way of thinking, it is all right 
that we have that kind of competition. If the farmer can buy twine 
less expensively than we can give it to him, I think he should have it. 

Mr. Curtis. I might interpose there that that is the argument that 
has been used in the country in the past in behalf of sweatshop labor. 
Of course, our labor organizations have always felt that that is a 
pretty poor argument, and I think it is, myself, when you examine it, 
to say that the consumers benefit because they get a cheaper cost, 
when, really, the cheaper cost comes from this labor differential. 

Mr. Hern. Well, I think that is right. It is a question, then, if 
we go down that road, of whether we would want to let some other 
country pay extremely low wages or let them pay no wages at all, 
maybe. 

Mr. Curtis. That might be. I did want to examine that area a 
little bit with you. 

There is one other thing I wanted to comment on. On page four 
you say a number of witnesses before this committee have indicated 
in detail some of the disputes which the GATT has settled to the 
satisfaction of all parties concerned. 

I have tried to sit through most of these hearings, and one of the 
things that has disappointed me the most is that there has been such 
a lack of detail explaining where GATT has settled some things. 

I remember there was 1 witness who did testify and referred to 2 
or 3 specific cases. Then I asked him whether these were settled to 
the satisfaction of the nations concerned or the economic interests 
within the nations and he said that he did not know about whether 
the economic interests in the nations were satisfied. Actually, he 
suggested that maybe they had not been. 

Did you have something specifically in mind? I honestly do not 
recall, other than that witness, anyone who professed to say where we 
had gained anything. 

Mr. Heyn. I will have to say this to you, Mr. Curtis: I cannot cite 
chapter and verse at this point. 

Mr. Curtis. I would be very interested, because I may have missed 
them. I think these hearings have been lacking in this data, I might 
state. There have been a lot of general statements about GATT, 
and what it has done, in settling disputes and so on, but there have 
been very few of them presented that I thought were in any detail 
where we could examine them. 

Those that were indicated were in the form of complaints from 
witnesses who were pointing out where, through GATT, an economic 
interest in this country had been damaged. But as far as settling 
disputes—and I anticipate there are many disputes that they have 
I would like to look into some of those. 

Mr. Heyn. Allright, sir. We will try to get our fingers on them. 

Mr. Curtis. Thank you. 

The CHarrMan. We thank you for your appearance and the infor- 
mation you have given the committee. 

The next witness is Mr. Samuel Y. Austin. 

Please come forward, sir, and give your name, address, and the 
capacity in which you appear for the record. 
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STATEMENT OF SAMUEL Y. AUSTIN, JR., VICE PRESIDENT, 
CROMPTON-SHENANDOAH CO., WAYNESBORO, VA. 


Mr. Austin. My name is Samuel Y. Austin, Jr., from Waynesboro, 
Va. I am vice president of Crompton-Shenandoah Co., Waynesboro, 
Va., which is in the velveteen-manufacturing business. 

I have a prepared statement I would like to file for the record. 


The CHarrmMan. Without an you may file it, 
(The statement referred to follows: 


STaTEMENT BY SamueL Y. Austin, Jr., Vick Presipent, Crompron-SHEN- 
ANDOAH Co., Inc., WAYNresBporo, Va., TO THE Ways AND MEANS COMMITTEE 
or Tue House or REPRESENTATIVES AT HEARING ON H. R. 5550, Marcu 
15, 1956 


Mr. Chairman and members of the committee, my name is Samuel Y. Austin, Jr. 
I am vice president of Crompton-Shenandoah Co., located in Waynesboro, Va., 
and I am officer of Crompton Co., the parent corporation. 

Mr. Howard Richmond, who was scheduled to make this appearance before you 
on behalf of Crompton-Richmond Co., suffered a thrombosis last week. He is in 
the hospital and unable to be here. He is the leader in our organization on this 
subject of tariffs. The rest of us are not as well prepared as Howard Richmond to 
present our views on the question before the committee, but the matter is of such 
critical importance to us, that we could not allow this opportunity to go by default 

Some members of the committee are familiar with the Crompton organization, 
poe for the benefit of those of you who are not, I shall take a few minutes to 
explain it: 

Crompton Co. of West Warwick, R. I., is the parent corporation. It is engaged 
in the textile manufacturing business and specifically in the making of corduroy, 
velvet, and velveteen. Crompton Co. is a vertically integrated manufacturing 
organization and owns the following subsidiaries: 

Cromptor-Highland Mills, Ine., of Griffin, Ga., a cotton spinning and weaving 
mill which makes corduroy and velveteen greige goods. 

Arkansas Cotton Mills, Inc., of Morrilton, Ark., a cotton spinning and weaving 
mill which makes corduroy greige goods. 

Osceola Finishing Co., Inc., of Osceola, Ark., is a corduroy cutting, dressing, 
dyeing, and finishing plant. 

Crompton-Shenandoah Co., of Waynesboro, Va., is a rayon velvet weaving, 
dyeing, and finishing plant, and a corduroy and velveteen cutting, dressing, 
dyeing, and finishing plant. 

‘ aerepten Bienen Co. of New York City is the selling agency for the three 
abrics. 

All of our plants are located in the United States, and we use domestically 
grown cotton as our raw material and domestically produced synthetic fibers 
such as rayon, acetate, and a small amount of other synthetics. On the average 
we employ approximately 2,300 people. 

Our customers are predominantly garment and clothing manufacturers, retail 
stores, and specialty trades. 

Although this appearance is listed on the agenda as being on behalf of Crompton- 
Richmond Co., it is for the organization as a whole. The effect of a matter of this 
nature cannot be limited to any one segment of the company. What is good or 
bad for any particular division is likewise either good or bad for the company 
as a whole. 

We appear in opposition to H. R. 5550. 

Other witnesses have appeared before this committee and presented arguments 
on the constitutionality and legality of H. R. 5550. We do not intend to go into 
those points; although in passing we would like to say that we heartily endorse 
what those opponents of H. R. 5550 have said on the subject. 

By article X XIX of the General Agreement on Trade and Tariffs (hereinafter 
referred to as “GATT”’) the parties agree, on call by the Organization for Trade 
Cooperation (hereinafter referred to as “OTC’’) to enter into round-robin negotia- 
tions “directed to substantial reduction in the general level of tariffs.” 

5550, if adopted, would authorize membership by the United States in a new 
international agency known as the Organization for Trade Cooperation. OTC 
is set up for the purpose of administering GATT. Therefore, it logically follows 
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that the long term result of the adoption of H. R. 5550 would be to commit the 
United States and the State Department to a program of substantial reduction 
in the general level of tariffs. 

Such a policy and program is bad for Crompton Co. and is detrimental to the 
textile industry as a whole. We base this statement upon what has happened to 
Crompton Co. and particularly to its velveteen manufacturing division. 

Crompton Co. was the first textile company in America to manufacture 
velveteens. The art was started by us in 1885, and the company has continued 
in that business ever since that date; that is for a span of 70 continuous years. 

During World War II we converted our machinery normally used to 
manufacture velveteens to the manufacture of jungle cloth for the United States 
Navy. From 1941 through 1945 we made and shipped 9 million yards of this 
foul weather gear material. 

The cutting department is the key to the yardage of velveteen production 
going through the mill. In 1944 the velveteen cutting department dropped to a 
low of 9 cutters. We maintained this low level of production so that we could 
keep our “hand in,” so to speak, and preserve a bare minimum of the art and skill 
necessary to resume the trade following the close of the war. 

In 1946 we were able to expand velveteen production to meet market demands. 
Velveteen production increased steadily until 1951. During that year the 
company produced and sold 2,879,277 square yards of velveteen. Over most of 
that year we had in our velveteen division approximately 586 employees, 150 of 
these were velveteen cutters. 

In 1950 the importation of foreign made velveteens began to build up to a 
significant proportion of the American market. The following is a tabulation 
showing, domestically produced, imported, and total sales of velveteens in yards 
in the United States from 1949 through 1955. 















Velveteen sales in United States in square yards 
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In 1953 the quantity of imports reached a point where it began to cut into 
Crompton Co.’s sales and our first curtailment took place. From 1952 through 
1955 imports jumped 496 percent and in 1955 consumed 67% percent of the Ameri- 
can market. Naturally during this period prices were severely depressed. The 
reason foreign competition has usurped as much of the American market as it has, 
is because the foreigner can bring his goods into this country and sell them cheaper 
than the American manufacturer. 

We fully expect the same pattern to be repeated in 1956. As a matter of fact 
we are so sure it will happen, that we have stopped weaving high-grade velveteen 
and are concentrating on a cheaper construction. This is what you might classify 
as & “last ditch” effort on our part to keep our velveteen division alive. At the 
present level of production and price it is a nonprofit operation for Crompton Co. 

There are now 19 cutters in the department. Foreign competition requires 
that we further reduce this to 15. In all plants we have 113 employees working on 
velveteen production. This compares to 586 in 1951, 150 of whom were velveteen 
cutters, and represents a reduction of 81 percent. 

We have done everything within our power to keep our quality competitive 
with foreign goods and our cost to a minimum. Even so, foreign manufacturers 
can buy cotton at world market prices, manufacture the goods, ship them to the 
United States, pay all charges, including a tariff, add a reasonable profit and sell 
the goods in New York City at 20 percent below our cost of production. How can 
we survive with that type of competition? Wecannot! The answer is it is costing 
us money to keep the art alive. 

This is our story, Crompton’s story. We have been hurt and hurt badly, and 
so has the rest of the velveteen industry. This industry is composed primarily of 
3 manufacturers: Crompton Co., A. D. Julliard and Co., Ine., of New York City 
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and Merrimack Mfg. Co., Ine., of New York City and Lowell, Mass. Foreign 
competition has hurt the velveteen industry to such an extent that on January 
23, 1956, it filed a petition with the United States Tariff Commission for relief 
under the ‘‘Escape Clause’’ provisions of the Trade Agreements Act of 1934. 
I quote from page 12 of that petition: 

“The Japanese are now in full possession of the American market for plainback 
velveteens, and in command of the twillback market. Other than the consump- 
tive power of the American market, there is no limit to the amount of velveteens 
that Japan will send to this market, it (importers) being able to sell readily at 
prices far below American costs.” 

Also I cell your attention to the statistical information attached to that escape 
clause brief. It shows the total domestic production and sales of velveteens in 
square yards and dollars, from 1928 through the first 9 months of 1955. Appendix 
Il shows the square yards and dollars value of velveteen imports from 1928 
through the first 10 months of 1955. Appendix III shows the domestic consump- 
tion of velveteens during those years. With the chsirman’s permission I ask that 
I be allowed to file a copy of this escape clause petition following the end of this 
presentation. 

To bring this discussion back to its pertinence to H. R. 5550, we could not 
continue doing bisiness were it not for corduroy and velvet. Foreign competi- 
tion as yet has not hurt these 2 fabrics badly. But just let our tariff traders lower 
the protection on these fabrics, and in a very short time we shall be defunct and 
out of business. 

Since H. R. 5550 is the baby of “free traders,” and since it seeks approval of 
GATT and since GATT is devoted to a long range program of lower and lower 
tariffs, if H. R. 5550 is passed, we can see the hand writing on the wall. It will 
be as though Congress said to us, “You are in a business which can more easily 
be performed by foreign labor and foreign capital. We think it better, for the 
overall economy of the country, for you to discontinue that business and go into 
some other lire of endeavor.” We cannot agree with this philosophy. The 
United States needs the textile industry. It is one of the largest businesses we 
have. It performs a very essential and vital service to the people of this country. 
Not orly does it manufacture products which are essential but also it is the major 
consumer of the cotton farmer’s crop. 

Therefore, we submit without any hesitation whatsoe zer, that in our opinion, 
the enactment of H. R. 5550 will not be for the best interest cf Crompton Co. 
and in a larger sense it will be against the best interest of the people of the United 
States of America. We believe that if H. R. 5550 becomes a law, that in a very 
short time it will put Crompton Co. out of business and it will have the same 
effect upon a majority of the companies in the textile industry. For these reasons 
we are here in opposition to it, and we request that you give careful consideration 
to the arguments set forth by us in our brief and in our oral discussion of the 
matter. 

Respectfully submitted. 

Crompton Co. 
Crompton-RicHMonpD Co. 
CromMpTon-SHENANDOAH Co. 
CrompTon-HIGHLAND MILI. 
ARKANSAS Corton MILLS. 
OsceoLa FinisHina Co. 


The Cuarrman. Mr. Harrison of Virginia is recognized. 

Mr. Harrison. Mr. Austin is mayor of the city of Waynesboro, 
Va., and is a man highly respected, extremely well thought of, and 
very deserving. 

He presents a story here that I would like to ask the indulgence of 
the committee on for just a moment. 

I would like to ask unanimous consent to place in the record at the 
conclusion of Mr. Austin’s testimony, a letter from the chairman of 
the Tariff Commission, which develops that this is a very small in- 
dustry; that prior to 1951 American production enjoyed 99 percent 
of the American market; that as a result of a GATT agreement on 
November 17, 1951, the Japanese have been able to sell in the Ameri- 
can market in New York competitive products, built in factories built 
by Americans, manufactured by labor paid 13 cents an hour, which 
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sell at 35 percent below the cost of manufacturing the product in the 
United States. 

As a result of that, the Japanese share of our cosmetic market today 
has grown from less than one percent of tbe American market to over 
60 percent. 

[t is selling now about 5 million square yards of velveteen in the 
United States. 

Five-sixths of the employees of this industry have suffered loss of 
employment as a result of this. 

The executive branch of the Government asks support for this 
legislation and strongly urges it as a necessary part of the American 
foreign policy. But sometimes it is quite difficult to give that support 
when they permit an industry to suffer as this one has, and the failure 
of the peril point to function or the escape clause to function in the 
case of this industry seems to me to be a very inexcusable thing in the 
light of the statement made by the chairman of the Tariff Commission 
to me. 

The CHarrMANn. Without objection, the request is granted. 

(The matter referred to appears on p. 1052.) 

The CHarRMAN. You may proceed, Mr. Austin. 

Mr. Austin. Thank you. 

We appear in opposition to H. R. 5550, and here are our reasons: 

Article 29 of the General Agreement on Trade and Tariffs, GATT, 
the parties agree on call by the organization for trade cooperation, to 
enter into round-robin negotiations, and I quote, “directed to sub- 
stantial reduction in the general level of tariffs.”’ 

We claim that a policy of that nature will harm our business even 
more than it has been hurt up to the present time. We base this 
upon what has happened to the velveteen division of our business. 

We also manufacture corduroy and velvet. We are in the textile 
business. The velveteen business, because of foreign competition, 
has been-put in an unprofitable position. 

In 1951, which was a normal year following reconstruction of the 
business after the war, we had altogether in our velveteen division 586 
employees. 150 of these were velveteen cutters, and a velveteen 
cutter is the key to the amount of production going through the 
plant. 

Right now we have 113 employees in that whole division and only 
19 of them are cutters. 

In other words, our production of velveteen has been reduced 81 
percent, mainly because of importation of velveteen from foreign 
countries. 

That is a clear indication that our particular business has been 
hurt, and, as I say, we could not continue in the textile business were 
it not for our other 2 fabrics, corduroy and velvet. That is why we 
are so interested in this legislation, because if the principles of GATT 
are approved by the Congress, then we can see the handwriting on the 
wall. 

It is just as though Congress said to us, ““We think that economically 
from an overall standpoint your business should be sacrificed for inter- 
national trade.’”’ We cannot agree with that. 

The-velveteen industry as a whole, of which we are only a part, has 
been hurt, and they have been hurt to such an extent that they have 
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filed a petition with the Tariff Commission under the escape clause 
provisions of the Trade Agreements Act. 

I would like to quote for just a minute from that petition, one para- 
graph: 

The Japanese are now in full possession of the American market for plain backed 
velveteens and in command of the twill back market. Other than the consump- 
tive power of the American market, there is no limit to the amount of velveteens 


that Japan will send to this market, it being able to sell readily at prices far below 
American costs. 


If the protection is lowered, as I said, our other two fabrics will be 
hurt, and, therefore, we are opposed to a policy which is devoted to a 
substantial reduction in tariffs. 

Furthermore, if this policy hurts us, it hurts the velveteen industry, 
it most likely will hurt the textile industry as a whole, and that, as 
has been explained to you, isa very important part of American busi- 
ness. 

So for those reasons, we submit we are in opposition to H. R. 5550. 

I referred to the escape clause brief which the velveteen industry 
has filed. There are statistics in the back which go to back up the 
allegations made. I request permission to file a copy of that as an 
exhibit in connection with my testimony. 

The CHatrrMan. Without objection, it is so ordered. 

(The document referred to follows:) 


BEFORE THE UNITED STATES TARIFF COMMISSION 


APPLICATION FOR INVESTIGATION AND Pusiic HEARING WITH RESPECT TO 
VELVETEENS UNDER THE PROVISIONS OF SECTIONS 6 AND 7 OF THE TRADE 
AGREEMENTS EXTENSION Act, OR IMPOSITION OF AN ABSOLUTE IMPpoRT Quota, 
JANUARY 23, 1956 

STATEMENT 


We, the undersigned, hereby make application for an investigation and public 
hearing with respect to the injurious effect upon the domestic velveteen industry 
of increased imports of velveteens under the ‘‘Escape Clause’’ provisions of sec- 
tions 6 and 7 of the Trade Agreements Extension Act of 1951 (Treasury Decisions 
47117, U.S. C. A. title 19, sec. 1351), and Article XIX of the General Agreement 
on Tariffs and Trade (GATT). 

The 3 parties to this petition produce over 95 percent of all the velveteen made 
in the United States. 

The individual members of the velveteen industry are listed herewith and are 
parties to this petition: 


Crompton Co., West Warwick, R. I.: Crompton Richmond Co., Inc., New 
York, N. Y.; Crompton Shenandoah Co., Inc., Waynesboro, Va.; Crompton 
Highland Mills Inc., Griffin, Ga. 

A. D. Juilliard & Co., Inc., New York, N. Y.: New York Mills Division, New 
York Mills, N. Y. 

Merrimack Manufacturing Co., Inc., New York, N. Y.: Mills, Lowell, Mass. 


Attached hereto are 3 tabulations which tell the history of domestic production 
and sales of velveteens for the years 1928 through the first 9 months of 1955. A 
pendix Ia shows the production and sales of twill-back velveteens. Appendix Ib 
shows the production and sales of plain-back velveteens. Appendix Ic shows the 
total of both twill-back and plain-back velveteens, production and sales. 

Both twill-back and plain-back velveteens are all cotton filling me fabrics and 
are classified under paragraph 909 of the Tariff Act of 1930. hey are both 
made on exactly the same equipment and employ the same skills. The only 
difference is in the weaving construction, type of yarns used, and grade and staple 
of cotton employed. Twill-backs are the more expensive types used in all kinds 
of children’s, girls’ and women’s ready-to-wear, where fastness of pile is of prime 
importance for durability. Plain-backs are the cheaper constructions used 
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primarily for industrial purposes and for trimmings where fastness of pile is not 
important. 

The manufacture of velveteens is unique in the cotton textile industry because 
more labor is required than in any other textile we know. Velveteens are all 
very high pick constructions, with twill-backs averaging over 300 picks per inch 
compared with 40 to 80 picks per inch for the average cotton fabrics. The re- 
sultant weaving rate is very slow. The cutting of velveteens to form the pile 
is extremely slow and tedious requiring great skill on the part of the operator at 
a very slow rate of production. After cutting, then begins a long series of 
individual operations required to impart the necessary color, finish, hand and 
bloom to the fabric. Ali these require a large amount of additional labor. We 
estimate it takes 4 months to manufacture velveteens from opening the bale of 
cotton to delivery of the finished goods. As a result, the capital invested by the 
industry is exceedingly large to cover plant, equipment and inventories. 

As of June 30, 1950, the industry employed about 1,462 men and women in 
the manufacture of velveteens, whereas as of June 30, 1955 employment in the 
industry had shrunk to about 842 men and women (a decrease of 42.5 percent) 
engaged in the manufacture of velveteens, of whom approximately 51 percent are 
skilled, 32 percent semi-skilled, and 17 percent unskilled. This compares with 
23 percent skilled, 56 percent semi-skilled, and 21 percent unskilled in the cotton 
textile industry as a whole. 

For 1954 our payroll amounted to approximately $2,600,000, the average hourly 
rate per employee being $1.3842, as compared with $1.30 for the cotton textile 
industry as a whole. 

In 1954 the industry was consuming cotton at the annual rate of about 6,300 
bales, for which we were paying the cotton farmers over $1,250,000. As of 
June 30, 1950, the industry was operating on the basis of 155,792 loom hours 
per week, whereas on June 30, 1955 we were operating on the basis of 108,490 
loom hours per week, a reduction of 30.4 percent. 


TARIFF AND IMPORT HISTORY 


Velveteens are classified under paragraph 909 of the Tariff Act of 1930. This 
paragraph, as it appears in the original act, reads as follows: 

‘Par. 909. Pile fabrics (including pile ribbons), cut or uneut, whether or not 
the pile covers the entire surface, wholly or in chief value of cotton, and all 
articles, finished or unfinished, made or cut from such pile fabrics, all the fore- 
going, if velveteens or velvets, 62% per centum ad valorem; if corduroys, plushes, 
or chenilles, 50 per centum ad valorem; if terry-woven, 40 per centum ad valorem.” 

For a time certain velveteens were classified under paragraph 907. The perti- 
nent part of that paragraph as it appeared in the Tariff Act of 1930 is as follows: 

“Par. 907. * * * waterproof cloth, wholly or in chief value of cotton or other 
vegetable fiber, whether or not part of India Rubber, 40 per centum ad valorem.” 

Below we are showing tariff rates on velveteens, under paragraph 909 in effect 
in 1930 and all subsequent reductions. Also is shown rates in effect on water- 
proof cloth wholly or in chief value of cotton under paragraph 907. 


Par. 907, waterproof cloth wholly 
Par. 909, velveteens or in chief value of cotton 


Plain-back ee than! Over 65 cents value | Percent 
|—__—_— 
Percent Percent Percent 
6246 62% 6249 40 
131% 144 144 230 
314! A4 3 3744 325 
3144 25 cents not less than 25 percent or not more than 44 | 
cent 4 
...| 314% 25 cents not less than 22% percent or not more than | 
44 percent 5 
25 * 25 cents not less than 2244 percent or not more than 30 | 
percent ® 





' Treasury Decision under section 336, July 24, 1933 (T. D. 46511). 
2 Trade Agreement with Belgium, 1935 (T. D. 47600). 

* Trade Agreement with United Kingdom, 1939 (T. D. 49753). 

‘ Trade Agreement at Geneva, 1948 (T. D. 51802). 

5 Trade Agreement at Torquay, 1951 (T. D. 52739). 

* Trade Agreement with Japan, 1955 (T. D. 53865) 
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IMPORTS 


Attached hereto as appendix II is shown the imports of velveteens from 1928 
through the first 10 months of 1955. 

Prior to 1933 importations were primarily from Germany and United Kingdom, 
mostly the more expensive twillbacks. As a result of an investigation by the 
Tariff Commission the rates were reduced in 1933 under section 336 as shown 
above. This survey on cost of manufacture took into consideration the chief 
competing countries, Germany and United Kingdom. However, the reduction 
did not benefit these countries. Imports of velveteens from these two countries 
were never a factor after 1933. The Japanese took advantage of these reductions 
and almost immediately captured the American import market concentrating 
mostly on the cheaper plainbacks. Japanese imports reached a fantastic peak 
of over 5 million square yards in 1936, in a period of only 3 years. 

The American manufacturers in 1936 tried unsuccessfully to have the rates 
restored to the 1930 level under section 336 of the Tariff Act. They entered into 
an agreement with the Japanese exporters in 1937 in an attempt to limit the 
quantity of imports. This agreement was not lived up to and later became aca- 
demic because of objections by the Justice Department. During this time, and 
until World War II, imports from Japan continued to enter the country in very 
large quantities. They were mostly plainbacks at very low prices against which 
the domestic producers could not hope to compete. 

From 1933 to 1939 imports of twill-backs were small, both relatively and ac- 
tually. Over the industry’s objection, the rate on twill-back velveteens valued 
at over 65 cents per square yard was reduced from 44 percent to 37C percent in 
the trade agreement with United Kingdom in 1939. On the surface this looked 
like a harmless reduction. Because there was only a short time before World 
War II, this reduction could not benefit the European producers, and the Japanese 
were not making twill-backs of suitable quality to be accepted in this market. 
Of course, all importations of velveteens practically stopped during the war. 
But the stage was now set for further reductions negotiated at Geneva in 1948 that 
completely upset the domestic industry and the American market. The industry 
pleaded that no reductions be made at Geneva until we could see what effect the 
reduction of 1939 would have with the world textile industry only then recovering 
from the ravages of war. Nevertheless, the negotiators at Geneva agreed to the 
following change: 

The rate on twill-back velveteens was reduced to 25 cents per square yard 
but not less than 25 percent or not more than 44 percent ad valorem. Here was 
an apparent attempt to hold the higher rate of 44 percent on the very low valua- 
tions but make a further reduction on the higher valuations. Actually this left 
the 44 percent ad valorem only up to 56 cents per square yard. From 57 cents 
up to $1 per square yard in value, the rate descended to 25 percent, which rate 
applied on all values over $1 per square yard. At that time twill-back velveteens 
were being offered at about 90 cents in Japan and about $1.40 in Italy. There- 
fore, the protection was reduced to 27.7 percent on 90-cent Japanese twill-backs 
and to 25 percent on $1.40 Italian twill-backs. This permitted Italian twills 
to be brought in at prices that could compete with domestic twills. Japanese 
twills could drastically undersell domestic and Italian’ twills in the American 
market but because their quality was not suitable, the Japanese twills did not 
come in in great volume until a few years later when improvement had been made 
in quality. 

pe 1951, the negotiators at Torquay agreed on the following change: 
The rate on twill-back velveteens was reduced to 25 cents per square yard but 
not less than 22% percent or not more than 44 percent ad valorem. The negotiations 
took place with Italy and affected valuations of $1.20 per yard and higher with a 
reduction of 244 percent which was not too drastic. 

At both Geneva in 1948 and Torquay in 1951, plain-back velveteens were not 
on the list of those items to be negotiated. This was probably because very 
large imports of plain-backs from Japan had come in just before the war and 
were then increasing in volume at the rate in effect of 31% percent. 

Undoubtedly, the Government felt that the velveteen industry had been 
fairly treated in the reductions made in 1933, 1939, 1948 and 1951. 

But then the unexpected happened. 

At Geneva in 1948, the rate on waterproof cloth, wholly or in chief value of 
cotton, under paragraph 907 was reduced to 12% percent. Originally in 1930 
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this rate was 40 percent. It was reduced to 30 apnea in 1933, to 25 percent in 
1939 and then cut in half to 12% percent in 1948. Prior to 1948, there were only 
relatively small quantities of waterproof cotton fabrics brought in under para- 

aph 907, and these were mostly specially treated fabrics made in United 
Kingdom for raincoats. In 1935, based on a decision of the United States Customs 
Court in the case of C. A. Auffmordt and Co. versus United States (T. D. 47792), 
the Treasury Department ruled that water repellent fabrics are considered water- 
proof fabrics for tariff purposes. Practically all cotton fabrics, including vel- 
veteens, can be made water repellent, at very small added cost, permitting these 
to pass the so-called “cup-test” used sinee i935 in determining whether a cloth 
is waterproof for tariff purposes. There was no incentive for an importer to 
spend the extra cent or two in having cotton fabrics made water repellent, unless 
of course the end use made it necessary, until the rate was cut in half to 12% 
percent in 1948. This made a saving in duty of 18% percent on plain-backs and 
at least 10 percent after 1951 in twill-backs. Beginning in 1951, velveteens, 
both twills and plains, started coming in under paragraph 907 at 12% percent. 
By 1953, practically all velveteens were so classed. On appendix II, imports 
under paragraph 907 from Italy and Japan areshown. We have reason to believe 
that practically all these were velveteens but the import statistics do not differ- 
entiate types of fabrics under this class. Below we show a summary of imports 
in square yards under peerage 909 and 907 (Italy and Japan only) for years 
1951 through first 10 months of 1955: 


—— SS 


| 
Par. a 
waterproo Total 
ao cloth, velveteen 
Italy and imports 
Japan only 


32, 626 2, 677, 013 
259, 173 1,7 
. 2, 182, 895 
133,879 | 5, 028, 253 
6, 728,372 | 1, 206, 506 


As a result of these reductions in duty, Italian twill-back velveteens have been 
able to undersell the domestic competitive items by 15 to 20 percent. The Japa- 
nese made great strides in improvement in quality, and imports increased rapidly, 
being able to undersell the domestic competitive items by 30 percent. In the 
first 10 months of 1955 Japanese imports of velveteen exceeded the Italian imports 
by almost 370 percent. For the first 9 months of 1955, foreign imports of vel- 
veteen were almost double the domestic production. Total imports for 1955 we 
believe will be about 9,500,000 square yards, 

This alarming turn of events in a short 3-year period created chaotic market 
conditions with resultant lowered prices and lessened profit. The domestic 
producers were forced to give up oe manufacture of low grade plain 
back velveteens for industrial purposes. e were forced to give up this market 
entirely to Japanese imports selling at prices more than 20 percent below cost. 

Two years of effort to secure corrective legislation failed. However, the Treas- 
ury Department issued Treasury Decision 53630, dated October 12, 1954, effec- 
tive January 14, 1955, ruling that cloths which are not generally used in articles 
designed to afford protection against water to the extent expected in raincoats, 
etc. even when such cloths possess water repelling characteristics, are not classi- 
fiable as waterproof cloth within the meaning of paragraph 907, Tariff Act of 1930. 
This explains the recent drop in the importations classified under paragraph 907. 


INJURY TO VELVETEEN INDUSTRY 


It can be seen that all the reductions in rates that have been made on either 
plain or twill-back velveteens under paragraph 909, were made only on the higher 
valuations of twill-back, presumably aiding the Japanese as little as possible. 
The results of the reduction in rates of waterproof cloth under paragraph 907 
were unexpected. The result of all these reductions, however, have in fact en- 
abled the Japanese to take over the American market. With such a large amount 


75018—56——_67 
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of labor required in the manufacture of velveteens, the country with the lowest 
labor cost has a far greater advantage in competitive velveteens than in other 
textiles. Japan has the productive capacity, improved quality now comparable 
and competitive, and by far the lowest cost in the world. The Italians cannot 
compete with them in this market. Therefore the domestic industry directs 
your attention to the injury it has already suffered from Japanese imports of 
velveteens and the far more serious injury threatened from Japanese imports at 
tariff rates now in effect. 

Below we are showing the average selling prices on terms of 7 percent 10 days 
of domestic and imported velveteens during the past 5 years. 


Better grade twillhback velveteons 


Low grade plainback 
velveteens 


Domestic Japanese 


On twillbacks it can be seen that Italian imports in 1951 through 1953 paying 
the current rate of duty under paragraph 909, 22% percent, were well able to 
compete with the domestic product and maintain a large volume of exports to 
this country. With the advantage of the waterproof duty of 12% percent and 
with the added competition from Japan, the Italian imported twillbacks sold in 
this market at prices reduced 20 to 30 percent. Japanese imported twillbacks 
started entering in very large volume in early 1954 and were priced at 20 to 30 
percent below the Italian product. The lower rate of duty merely served to 
depress market prices. Japanese twills because of lower prices started replacing 
the Italian import and still further depressed market prices. 

The situation on the low grade plainback is even worse. Not only was the 
market price badly depressed but domestic producers were forced to give up 
production of this item and turn the market over to the Japanese. 

Because the American producers can not hope to compete with the Japanese 
we are left that part of the market the Japanese do not want and we are forced to 
sell this reduced volume at unprofitable prices. 

Attached is appendix III which shows the total consumption of velveteens 
from domestic sales and imports covering the years 1928 through the first 9 months 
of 1955. Since 1948 the percentage of the total market held by the domestic 
producers has been steadily dropping. It is estimated that when the complete 
figures for 1955 are known, that it will not be much more than 25 percent for 1955. 
As of now it is estimated that the domestic producers’ production rate as of 
December 31, 1955, was 50 percent of the production rate as of June 30, 1955. 

We are convinced the same trend wouldénes taken place and the same figures 
attained if there had not been a lowered rate of duty (under paragraph 907) 
that only really affected 1953 and 1954. The lower rate accomplished only 
one thing: it forced lower prices in the market reducing our profits to the vanishing 
point. 
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UNITED STATES MARKET—GOAL OF JAPANESE PRODUCERS 


The Japanese are now in full possession of the American market for plainback 
velveteens and in command of the twillback market. Other than the consump- 
tive power of the American market, there is no limit to the amount of velveteens 
that Japan will sent to this market, it being able to sell readily at prices far below 
American costs. 

The facts as we have shown them, together with the catapulting of imports in 
1955, are convincing that in the coming year, unless relief is granted, the entire 
market will be in the hands of the Japanese. 

Through rumor and the press, we are convinced that this is now realized in 
Japan since we are told that Japan is now negotiating the amount of a self-imposed 
quota on shipments of velveteen to the United States. 

The history of this industry shows that such a quota is ineffective for one 
reason or another. From our cost figures which we are furnishing herewith, 
confidential exhibits A, B and C, which your investigation will confirm, will be 
seen that a removal of the concessions and the restoration of the rates in para- 
graph 909 of the Tariff Act of 1930, because of the low Japanese costs, would 
still permit the Japanese exporters to undersell the United States production. 


RELIEF REQUESTED 


From the facts above set forth in this petition, we respectfully request that an 
investigation of the velveteen industry be made, public hearings be had, and at 
the earliest convenience of the commission, a report made to the President. 

In the investigation, every cooperation will be afforded the commission and its 
investigators by your petitioners such as opening to the commission the books and 
records of the petitioners, conferences with the staff of the commission and in any 
other way that each or all of the petitioners may be helpful. 

If, as our tabulations indicate, the investigation of the commission shows that a 
removal of the concessions made under the Trade Agreements Act will not restore 
to the American manufacturers their just percentage of the United States market 
for velveteens, then we ask that a rate be calculated, based upon the American 
selling price provision, section 402 (g) of the Tariff Act of 1930 that will accomplish 
this result. 

If, for any reason, this cannot be done, then we respectfully request that the 
commission recommend a quota that will give to the United States industry that 
same proportion of the American market which it held prior to the influx of 
Japanese merchandise. 

Respectfully submitted. 

Crompton Co. 
A. D. Jumuarp & Co., Inc. 
MERRIMACK MANUFACTURING Co., IN. 
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Appenprx Ic 
Summary—Total domestic production and sales of velveteens 
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Appgrnprx III 


Total consumption of velveteens 
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1 Velveteen Industry Statistics, 
2 1928-45, Foreign Commerce and Navigation Report; 1946-55, Census Report No. FT-110. 
3 Including imports of waterproof cloth from Italy and Japan, commodity No. 3971100. 


The CuarrMan. Does that complete your statement? 
Mr. Austin. Yes, it does, sir. 


The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

If not, we thank you. 

(The matter referred to by Mr. Harrison on p. 1041 is as follows:) 


Unitep States Tarirr ComMIssION, 


February 8, 1955. 
Hon. Burr P. Harrison. 


House of Representatives. 

Dear Mr. Harrison: I have your letter of January 21, 1955, with which you 
transmit a letter from Mr. C. A. Tabor, an employee of the Crompton-Shenandoah 
Co, Waynesboro, Va., relative to the impact of Japanese velveteens on the 
domestic velveteen industry and also in which you request comments on the infor- 
mation contained in Mr. Tabor’s letter. 

In this letter, Mr. Tabor states that the average textile wage in Japan is about 
13 cents per hour, as compared with an average cotton-textile wage in the United 
States of about $1.35 per hour. He also compares the manufacturing cost, $1.36 
per yard, of domestic velveteens, with the New York market price, $1.15 per 
yard, of imported Japanese velveteens. 

The Tariff Commission has not made a study of cotton velveteens in recent 

ears, with reference to cost of production. However, the data in Mr. Tabor’s 
etter agrees substantially with the information recently submitted by a number 
of textile associations and by the domestic velveteen manufacturers to the Tariff 
Commission and the Committee for Reciprocity Information. Data submitted 
by the domestic velveteen manufacturers show that prices of Japanese velveteens 
at New York in the years 1951-54 were from 23 to 35 percent below those of 
comparable domestic velveteens. 
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Imports of cotton velveteens increased sharply from 130,000 square yards 
in 1934 to 5.2 million square yards in 1936, but declined thereafter to 1.2 million 
square yards in 1941. In the war years 1942-48, imports were small, ranging 
between 4,500 and 65,700 square yards. Imports increased from 403,000 square 
yards in 1949 to 2.7 million square yardsin 1953, and to 4.7 million square yards 
in the first 11 months of 1954. The large imports of velveteens in 1953 and 1954 
were chiefly velveteens from Japan and Italy entered as waterproof cloth under 
paragraph 907, at 12% percent ad valorem. 

The ratio of imports of cotton velveteens to domestic production varies from 
year to year. In the peak year of 1936, imports exceeded production by about 
66 percent; during the war years 1942-48, production supplied about 99 percent 
of domestic consumption. In 1953 imports amounted to about 40 percent of 
domestic production, and in 1954, imports are expected to equal, if not exceed, 
production. 

Cotton velveteens were dutiable under paragraph 909 of the Tariff Act of 1930, 
at 62% percent ad valorem, but have been subject to reductions under section 
336 of the Tariff Act of 1930, and twillback velveteens have been subject to further 
reductions pursuant to concessions granted in the General Agreement on Tariffs 
and Trade (GATT). The changes in the rates are shown in the following table. 


Cotton velveteens—Changes in the rates of duty, 


Plainback Twillback 


62% percent ad valorem___| 624% percent ad valorem. 
31% tad valorem_._| 44 percent ad valorem. 
agree- | No ee Sean tanase's ..| 37% percent ad valorem S valued 65 cents 
ment, Jan. 1, 1939. or more per square yard). 

General Agreement on Tariffs 25 cents per square yard; 25 percent ad 
and Trade (GATT), Jan. 1, valorem, minimum; 44 percent ad 
1948. valorem, maximum. 

GATT—Nov. 17, 1951 25 cents per square yard; 2244 percent ad 

valorem, minimum; 44 percent 
valorem, maximum. 


Under the authority of the Trade Agreements Act of 1934, as amended, and 
extended, the rates of duty on imported articles may be increased or decreased 
by 50 percent of the rates which were in effect July 1, 1945. On that date the 
rate of duty on plainback velveteens was 31% percent ad valorem; the rates on 
twillback velveteens were 37% percent ad valorem if valued at 65 cents or more 
per may yard, and 44 percent ad valorem if valued less than 65 cents per square 
yard. 

The copy of Mr. Tabor’s letter is returned herewith. Also we are referring a 
copy of his letter to the Committee for Reciprocity Information for its information. 

If we can be of further assistance to you, please let us know. 

Sincerely, 


Epear B. Brossarp, 
Chairman. 
The next witness is Mr. B. A. Rittersporn. 
Please give your name, address, and the capacity in which you ap- 
pear, for the record, Mr. Rittersporn. 


STATEMENT OF B, A. RITTERSPORN, JR., APPEARING ON BEHALF 
OF THE COMMITTEE ON FOREIGN TRADE EDUCATION, INC. 


Mr. Rirrersporn. My name is B. A. Rittersporn, Jr. I am a 
resident of Winnetka, Ill., although I am now temporarily living in 
New York City. 

The CnarrmMan. You may proceed. 

Mr. Rirrersporn. Mr. Chairman and members of the House 
Committee on Ways and Means: 

_ Tam very pleased to have the opportunity to make this statement 
in support of H. R. 5550, in behalf of the chapters and national mem- 
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bership of the Committee on Foreign Trade Education, Inc. I ap- 
sag here as a director of the Committee on Foreign Trade Education, 
ne. 

The committee is convinced that the prompt enactment of H. R. 
5550, as introduced by your distinguished chairman, Mr. Cooper, is 
essential to this Nation’s international trade. 

We are sure that the passage of H. R. 5550 and its authorization of 
United States membership in the Organization for Trade Cooperation 
will make an important contribution to the continued expansion of 
our national prosperity and in building the strength by which we and 
the other free nations will prevail over communism. 

A basic premise in our program of foreign trade education is that 
OTC and other forward-looking phases of United States foreign 
economic policy are directly interrelated with the success of this 
Nation’s international political policy. The analysis of the United 
States delegation to the United Nations General Assembly makes this 
point very graphically: 

The present period in history may one day be recognized as a major turning 
point in the struggle between communism and freedom * * * The Soviet Union 
* * * (is) using economic and social colllaboration as a means for jumping 
military as well as political barriers * * * We are in (an economic) contest * * 


which is bitterly competitive. Defeat in this contest could be as disastrous as 
defeat in an armaments race. 


We believe, as we have previously reported to Chairman Cooper, 
that the United States Delegation was exactly right when they stated: 

We could lose this economic contest unless the country as a whole wakes to all 
its implications. 

Bringing the significance of foreign economic policy, and its impli- 
cations, to our political survival in the world, to the consciousness of 
the general public is what inspires the Committee On Foreign Trade 
Education, Ine. 

The committee was formed late in 1953 by a small group of men and 
women, drawn primarily from the Young Republican and Young 
Democratic clubs of New York. Organized as a volunteer, nonprofit, 
membership corporation, the committee has aimed to “stir public 
interest in United States tariff-trade policy and to mobilize wide 
support for a liberalization of that policy.” 

Ve are proud and, perhaps, a bit startled to report that our efforts 
have met with such success that our organization, still completely 
volunteer, has expanded its membership into 31 States and maintains 
besides the national headquarters in New York City, active chapters 
in New Orleans, Washington, D. C., and suburban Chicago. 

The outstanding campaign the Soviets have made to exploit defects 
in our trade program confirms the validity of our belief in the inter- 
dependence of trade and a successful foreign policy. 

We noted, for example, Mr. Kruschev’s recent statement before the 
20th congress of the Russian Communist Party: 

Altogether they (the free nations) have more than enough grounds to be dis- 
pleased with the United States which is disorganizing the world market by carryin 
on unilateral trade, fencing off its markets from foreign imports * * * an 
other measures hitting hard at other countries. 

Statements of this nature, which have been the undeviating policy 
of Soviet leadership since the time of Lenin, show a bludgeon-like use 
of the big lie technique. Even so, coupled with the recently intensi- 
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fied Communist trade and economic offensive, the Communists are 
effectively transforming every recrudescence of United States high- 
tariff sentiment into an extremely potent form of propaganda. 

This means more than just a louder blare from Radio Moscow. 
One of our research volunteers, in checking only the major stories in 
the New York Times for January and February 1956, found reports 
of Soviet bloc trade bids to 15 non-Communist nations and regions, 
including Latin America, Western Germany, Turkey, Indonesia, 
Liberia, Pakistan, and others. 

In this light, we believe that the most important premise to our 
campaign is that United States foreign economic policy should be 
so constructed that it builds up, rather than tears iowa. our foreign 
political policy. We, therefore, regard President Eisenhower’s 
warning, ‘failure to assume membership (inOTC) * * * would play 
directly into the hands of the communists * * *” as being extremely 
serious. 

Although testifying before congressional committees is not a char- 
acteristic part of our program, public education is our more general 
aim, we think it necessary for us to be here today to stand and to be 
counted for H. R. 5550. 

H. R. 5550 has a simple purpose, simply stated. The bill would 
authorize the President to ‘accept membership for the United States 
in the Organization for Trade Cooperation.” In addition, H. R. 
5550 would authorize appropriations to finance this country’s share 
in OTC’s expenses and to maintain a United States delegation with 
OTC. Secretary Dulles indicates that the United States share of 
OTC expenses would not exceed $120,000 per year. 

OTC, itself, is equally clear-cut. According to article 3 of the 
agreement of the Organization for Trade Cooperation, OTC will 
administer the General Agreement on Tariffs and Trade and in so 
doing, facilitate “intergovernmental consultations on questions re- 
lating to international trade; * * * sponsor international trade 
negotiations; * * * study questions of international trade and com- 
merical policy and, where appropriate, make recommendations there- 
on; * * * (and) collect, analyze and publish information and statistical 
data relating to international trade and commercial policy * * *.” 

The administrative function which OTC will undertake is of high 
importance. GATT, to which the United States is a contracting 
party for the purpose of accomplishing the aims of the Reciprocal 
Trade Act, has had no administrative arm. The negotiations of the 
contracting parties have been principally confined to rather sporadic 
sessions, the only attempts at achieving continuity being through 
the means of various improvisations. Although GATT has been 
very beneficial to the United States, as we will, in part, note below, 
its efficiency has for obvious reasons been impaired by the lack of 
continuing administrative machinery. OTC will fulfill the need. 

OTC will carry out its functions by the creation of an assembly, 
an executive committee (on which the United States will have a perma- 
nent seat), and a secretariat. 

The Agreement on the Organization for Trade Cooperation, also 
provides the means for the waiver of certain contracted obligations 
(article 13) and procedure by which, in the instance of the withdrawal 
of a trade concession, compensation can be instituted (article 14). 
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These features identify with principles of our own Reciprocal Trade 
Agreements. They have, also, been part of GATT. And, in passing, 
we recall the high value that the waiver facility in GATT has had 
for the United States. 

However, despite what we believe is the obvious wisdom of promot- 
ing a forum in which the principal free nations of the world can work 
out the problems relevant to growing and reciprocally profitable trade, 
OTC has been the target of a great deal of criticism and abuse. Some, 
including prominent members of the Congress, have asserted that 
OTC is a “supranational scheme” by which the Committee on Ways 
and Means “‘may as well disband as a committee that considers tariff 
and trade legislation”; that OTC is the creature of ‘‘wild boys”; and 
that the proposed organization is “socialistic’’; that it provides the 
way by which foreign countries can “carve up the United States 
market like a juicy steak”; that it is a blank check, thanks to its 
“self-amending provisions.”” To make our position in support of OTC 
clear, it is necessary to examine these charges. 

1. OTC is “supranational” and threatens the constitutional preroga- 
tives of the Congress and the House Committee on Ways and Means. 

The charge is not true. OTC is an agreement between sovereign 
states. These states will not make and cannot make by the agreement 
any delegation to the Organization of their own sovereign rights to 
determine their tariff and other trade policies. Instead, OTC will be 
a forum in which most of the free nations will be able to negotiate 
means to expand their international trade. 

OTC, to state it again, will administer GATT. This country is a 
party to that agreement by virtue of the authority extended to the 
executive by the Reciprocal Trade Act. In 1958, if not sooner, the 
Congress and the Ways and Means Committee will exercise their 
exclusive right to formulate and lay down tariff policy. 

2. Wild boys: The proposal for the creation of OTC is a reflection 
of the thinking of the distinguished group of men who wrote the 
or. report of the President’s Commission on Foreign Economic 

olicy. 
OTC has been energetically endorsed by such pre-eminently re- 
sponsible statesmen as President Eisenhower and was introduced to 
the Congress by your celebrated chairman, Mr. Cooper. 

3. OTC is “socialistic”. 

On the contrary, by encouraging trade and opposing the promiscu- 
ous use of quotas, a favored device of the late labor government in 
Britain, OTC will stimulate the growth abroad of free enterprise, 
even more effectively than the GATT, alone, has done in the past. 

In facilitating the reduction of artificial and unnecessary barriers 
to trade, OTC will promote more and more businessman-to-business- 
man contact and lessen the opportunities for the oppressive interven- 
tion of statist bureaucracy. GATT, we submit, bas made the greatest 
single contribution to the conduct of trade upon capitalistic principles. 
The record is clear that statist trade has receded from its postwar 
highwater mark. GATT has proven itself the direct opponent of 
socialism. 

Even more important than engendering free enterprise overseas, 
OTC promises to be a positive help, as GATT has been up to now, in 
giving new opportunities to our own economy, and particularly, to the 
4% million American families whose income is directly dependent on 
export trade. 
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4. By OTC, foreign countries will “carve up the United States 
market like a juicy steak.” 

We disagree with the thinking reflected in Senator Malone’s vivid 
simile. ile foreign countries are, of course, extremely interested 
in trade with the United States, OTC will not be the medium for any 
“carving up” process. Rather, it will seek to stimulate the growth of 
international trade cooperatively and reciprocally. 

These have been the bases of our trade policy, of course, since 1934. 
And we can be sure that with the institution of OTC and its continu- 
ing and broad forum on trade problems, benefits will be secured more 
promptly than in the past and that they will be ensured an even more 
complete implementation. 

5. OTC’s “self-amending” features are a “blank cheek.” 

There is no danger that the United States could be caught up b 
some revisitation of the features of the unlamented IT chawaa 
some wholesale amendment of OTC. Even the American tariff league 
(in their newsletter, Topics, for February 1956) concedes: ‘Amend- 
ments to OTC would become effective with respect to those members 
which accepted them, upon their acceptance by two-thirds of the 
OTC members.” 

Cleared of this smokescreen of charges and epithets, OTC is, to our 
minds, an obvious, common-sense and completely practical way by 
which to increase the advantages the Nation has been deriving from 
GATT. These past benefits have not been inconsiderable in them- 
selves. We cite, for instance, the considerable increase of exports to 
western Europe that the United States achieved in 1955. While this 
country had only 9.4 percent of the western European market in 1953, 
it had by 1955 registered a solid increase to 11.6 percent of that 
market—a percentage increase worth hundreds of millions of dollars. 

Even more dramatically, in 1955, while imports into western 
Europe increased 18 percent across the board, imports from the 
United States were up by more than 24 percent. 

The organization for European Economic Cooperation states that 
this improvement for the United States in its trade with west Europe 
is in large part attributable to the liberalization the western European 
nations have made of their import controls—quotas, tariffs, monetary 
restrictions, etc. 

This is an evidence of the simple dollars and cents value of GATT 
to us. Secretary Weeks has reported that as encouraged by GATT 
during 1953 and 1955, “14 western European countries removed 
quantitative restrictions on more than 60 percent of dollar imports.” 

Both Secretary Weeks and Secretary McKay have, also, pointed 
out the degree to which concessions won from Germany and Belgium 
through GATT have aided in the notable improvement the coal in- 
dustry experienced in 1955. Incontestably, GATT has been a signifi- 
cant aid to our national economy. For that reason alone, OTC, 
which will perfect GATT, should be, without fail, enacted during this 
session of the Congress. 

The long delay of the enactment of H. R. 5550, or its defeat, will 
produce truly oa consequences. In terms of its delay, which is 
freely predicted in some quarters, we ask if the United States can 
afford waiting another 12 months, during which the Russians will, in 
effect, be able to say, ‘‘We are doing the job while the United States 
just talks and talks and talks.” 
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The possible defeat of OTC would obviously be even more danger- 
ous. And it would produce a somewhat paradoxical situation, which, 
we believe, should be given serious consideration. The defeat of OTC 
would not take the United States out of GATT. Instead, the defeat 
of OTC would only confuse and depress the international trade situ- 
ation and compromise United States world leadership. 

The defeat of OTC, we suggest to those who have opposed the 
a progress of United States foreign economic policy during the 
ast several years, would not be turning the car in the opposite di- 
rection, but, rather, would be like slashing the tires and watering the 
gas. 

The new Russian regime have proved themselves to be pragmatic 
and tough. The outstanding authority on Russian politics, The New 
York Times’ former Moscow correspondent, Harrison E. Salisbury, 
has observed that the Soviet bosses, by throwing out a lot of dialectic 
scrap, have emerged possessing a new and menacing flexibility. 

Can the United States match that flexibility in its fight for survival 
as long as it is tempted to yield to forlorn, out-of-date high tariff 
longings? 

That concludes our statement. Thank you for the privilege you 
have accorded the Committee on Foreign Trade Education, Inc. 

The CuarrMan. We thank you for your appearance and the in- 
formation given the committee. 

Are there any questions? 

Mr. Kean. Mr. Chairman? 

The Cuarrman. Mr. Kean, of New Jersey, will inquire. 

Mr. Kean. Mr. Rittersporn, one of the witnesses this morning, 
Mr. Robinson, of the Forstmann Woolen Co., stated in his brief that 
while he approved of the amendments which were made last year to 
the escape clause, he understood, “that our escape clause procedures 
would be completely negated if we pass H. R. 5550 and the United 
States becomes a member of OTC.” 

He had been brought to this understanding by the belief that if we 
were in the OTC, decisions regarding escape clause action would be 
no longer made in Washington, but would be made in Geneva, 
London, or wherever the OTC might choose to meet. 

This is what he said. 

As I understand it, approval of OTC will have absolutely no effect 
on this situation. Decisions to take action under the escape clause 
will be made exactly as at present, and the other members of OTC 
will have no power whatever to prevent the imposition of any such 
decision. Is that your understanding? 

Mr. Rirrersporn. Yes, that is exactly right, Mr. Kean. 

I would say, in comment, if I might, that it is very difficult to 
understand the reason that the great mass of the American cotton 
textile industry has advanced such an energetic protectionist policy. 
The American textile industry experienced a very favorable year in 
1955. I recall, to substantiate that, that Secretary Dulles wrote to 
Senator Smith of Maine and said, Indeed, mills had their production 
scheduled well into the spring of 1956. And that was in last De- 
cember. 

I do think there is a paradox, when you recall, using very rough 
figures, the United States exports a vast amount of finished cotton 
textile goods. I think it is something like 500 million square yards, 
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whereas the competition that comes in (cotton textiles), is something 
like 150 million square yards. So it is very difficult to understand. 

And one last thing, if I may mention it as something that our 
organization has been incredulous about, is the great plant of the 
National Association of Blouse Manufacturers. Certainly they have 
been very energetic here in Washington. 

The fact is that while there has been a significant increase of 
blouses, principally from Japan, in 1955, I recall that production, 
domestic production, of blouses, went up during 1955 to something 
like 15 million dozens, whereas the preceding year it was only 12.5. 

Thus, the blouse association and the blouse industry had an ex- 
ceedingly good year, I would think, in 1955. 

This opens up a long discussion, and I should not talk without 
end. I would like to say, however, that it would be interesting to 
your committee to know of the very good and very concise summary 
of the textile situation that appeared in the New York World-Tele- 
gram and Sun on February 4, which we reprinted in our newsletter, 
“Winning the Tariff Battle,” of February 14. 

It gives, in about 600 words, a good analysis of the high profit 
situation in the American textile industry and, also, their aealinten 
lobbying for “protection.” 

If you would like, I will be glad to submit that for your record 
and for your consideration of what the cotton textile industry is 
truly facing. 

The CHarrMAN. Without objection, it will be included in the 
record. You may send it in. 

Mr. Rirrersrorn. Thank you. 

(Document referred to follows:) 


[From ‘‘Winning the Tariff Battle,” the newsletter of the Committee on Foreign Trade Education, Ine 
for February 14, 1956, New York World-Telegram, February 4, 1956] 


TexTILE TRADE Criss Bivuges But Gets Ricn—PRorits In 9 Montus JumMPED 
BY 200 PERCENT 


By Lawrence Farrant 


The textile and apparel industry is simultaneously jingling the money in its 
pockets and wailing about foreign competition, particularly from Japan. 

Profits after taxes in the textile industry, according to the latest report of the 
Federal Trade Commission and the Securities and Exchange Commission, showed 
a gain of more than 200 percent in the first nine months last year as against the 
same period in 1954, 

$247 MILLION NET 


The figures were $247 million for the first three quarters of 1955 against $77 
million in the 1954 period. 

Apparel and related products chalked up 9-month net of $66 million, up from 
$49 million for the first 9 months of 1954. 

And this week, the 1955 output of men’s shirts was revealed as the highest 
in the industry’s history, according to the National Association of Shirt, Pajama 
and Sportswear Manufacturers. Not only that but men’s pajamas production 
broke all previous records. 

DOUBLE 19 TOTAL 


On pajamas, the NASPSM adds, “for a true perspective, we point out that 
the 1955 output more than doubled the 1949 production of 1,473,000 dozens.” 
Men’s undershorts climbed to a new peak of production, exceeding the previous 
high of 10,163,000 dozens in 1951 by more than 400,000 dozens. 
_ Significantly, it was in these fields that the first panicky outcry against Japanese 
imports was raised little more than a year ago. 
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Similar reports come from other areas. The National Association of Hosiery 
Manufacturers today forecast that “all of the predicted declines will come in 
fields other than consumers’ nondurable goods and, since total wages will be very 
high, there will exist an unusual opportunity for apparel sales.’’ 


BIG POTENTIAL 


Yesterday afternoon, when Robert L. Huffines Jr., president, Textron American, 
Ine., accepted an honorary degree of doctor of textiles from the Philadelphia 
Textile Institute, he said, “Our industry is one of growth and change, and in 


the past 25 years that growth has been spectacular but even today it offers vir- 
tually limitless opportunities.” 


And yet there are voices still raised in panic. The American Cotton Manu- 
facturers Institute recently filed with Secretary of Agriculture Benson a petition 
asking that quotas on imports of cotton goods be established. 

W. Ray Bell, president, Association of Cotton Textile Merchants, this week 
charged that Japanese textile, apparel and household products entering the 
United States last year “customarily represent the difference between sickness 
and health in the American economy.” 

The CHarrmMan. Mr. Simpson of eee eee will inquire. 

Mr. Stmpson. I would like to inquire of a couple of things. 

Who are these ‘‘wild boys” you are talking about? I ran across 
that in the statement. The only names I saw in the paragraph were 
the distinguished chairman’s name, the President’s and the people 
who wrote the majority report of the President’s Commission on 
Foreign Economic Policy. 

You obviously were not referring to them. 

Mr. Ritrrersporn. That is quite right, sir. 

We obviously were not referring to them. 

I learned through the press that one member of the Congress ad- 
dressed you last week, I believe, or perhaps earlier this week, and 
described OTC and also the entire course of United States tariff trade 
policy as the brainchild of “wild boys.” 

I was trying to suggest there, on the contrary, rather than wild 
boys, some of the most responsible and eminent persons in the entire 
Nation are the people who have propounded and introduced the OTC 
notion. 

Mr. Stmpson. May I ask this concerning page 3, the second para- 
graph, at the ending of the third line, that phrase referring to GATT, 
“has had no administrative arm.’”’ Why has it had no administrative 
arm? 

Mr. Rirrersporn. It has had no administrative arm. 

The last line of the second paragraph? 

Mr. Srmpson. No, sir. On page 3, “The administrative function 
which OTC will undertake is of high importance.” And then the 
next sentence. 

Mr. Rirrersporn. Well, it has had no administrative arm, save 
for various improvisations, because GATT was initially set up while 
many of the nations in the world were still wrestling with the ITO 
notion in Havana, if I recall correctly. 

Mr. Smmpson. My question is why has it had no administrative 
arm? 

Mr. Rirrersporn. It was essentially sort of an improvisation in 
its own right when it was initially set up. 

Mr. Stmpson. What is there in the bill before us which will let it 
have an administrative arm? 
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Mr. Dulles, and I will refresh your memory on this point, did not 
name any new additional authority in this bill that they do not claim 
to have authority for now. 

Mr. Rirrersporn. There is one important authority in H. R. 5550, 
and that is the authorization of appropriations. 

Mr. Stmpson. The authorization for what? 

Mr. Rirrersporn. For appropriations to pay for an administrative 
arm. 

Mr. Stmpson. I know, but the Congress authorized the creation of 
GATT, and it is contended that they did do that, it certainly assumed 
the administration of GATT, and authorizes the money in the same 
legislation. 

Do you deny that? 

Mr. Rirrersporn. I think the point is, as I think Secretary Weeks 
made some good amount of comment on, that so far there has been 
only a sporadic meeting of GATT, and by OTC you will have a 
continuing function. 

Now I will come to your central point. Further than that, why 
this cannot be done by GATT, as Secretary Dulles said, the President 
feels it is appropriate in terms of international agreements of the 
proposed sort to submit to the Congress. Further, there is the 
question of appropriations. Further, the President’s Commission on 
Foreign Economic Policy so recommended that a simplification of the 
GATT procedure be taken to the Congress. 

Mr. Stmpson. You do not contend that this is in compliance with 
the recommendations of the Randall Commission? 

Mr. Rirrersrorn. | think it is a derivative. 

Mr. Smwpson. That this is what the Randall Commission recom- 
mended be done? 

Mr. Rirrersporn. I say it stems from that, sir. They suggested, 
one, amendments to GATT, which were completed last spring; and 
further, as 1 can recall—though certainly not as vividly as you— 
there would be some sort of administrative function built up. 

Mr. Stmpson. But you are talking about far more than adminis- 
trative functions in the OTC. You are talking, for example, about 
the right to interpret, the right to grant waivers. 

In other words, you are changing the obligation which has been 
created in GATT. That certainly is not administrative. 

The Randall commission recommendation, principally, was that 
we should consider the administrative matters, the organizational 
matters. 

The substandard matters should be before us, I think. But that 
was not the recommendation of the Randall commission. 

I assume that you view the indorsement of H. R. 5550, its passage 
into law, as an indorsement of GATT? 

Mr. Rirrersporn. GATT has always stemmed from the authority 
of the Reciprocal Trade Agreements Act, so I do not think the question 
is immediately to the point. 

Surely this could not be considered a disavowal of GATT because 
OTC will administer GATT and work with it. 

Mr. Simpson. I am sorry. Does that mean that you consider 
OTC approval as an indorsement of GATT? 

Mr. Rirrersporn. No, I do not think it is an endorsement. I do 
not think it is necessary in this instance for the Congress—I think 

75018—56——68 
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the classic words are—to approve or disapprove an executive agree- 
ment. 

Mr. Simpson. Would you have any objection to our writing into 
this OTC bill, H. R. 5550, a statement as we did in H. R. 1, that the 
Congress is neither approving nor condemning GATT by this bill? 

Mr. Rirrersporn. I think it would be somewhat superfluous, 
certainly, because this seeks to set up an agency, and, I repeat, I do 
not believe that the Congress usually interests itself in endorsements 
or disavowals of executive agreements. 

Mr. Simpson. We did. We did on H. R. 1 quite earnestly, and we 
specifically wrote into the bill that nothing in H. R. 1 was to be con- 
strued as an endorsement or a condemnation of GATT. 

Mr. Rirrersporn. That is not disavowing. 

Mr. Stimpson. Sir? 

Mr. Rirrersporn. That is not disavowing it. 

Mr. Simpson. No; I understand that. My question is would you 
object to our putting into this bill the same kind of a statement, 
namely that we neither approve nor disapprove GATT by this bill? 

Mr. Rirrersporn. Well, I just make two points on that. I think 
it is somewhat aside from the matter, and also I think it would surely 
tend to confuse national and international opinion. 

Mr. Stmpson. Why? 

Mr. Rirrersporn. There is no question, surely, that OTC is going 
to be in a very intimate relationship with GATT. That is its avowed 
purpose. 

Mr. Stmpson. Do you mean in the international mind, that it will 
be interpreted as an indorsement of GATT? 

Mr. Rirrersporn. I am not suggesting that at all. 

Mr. Simpson. You suggested that its defeat would be read inter- 
nationally to mean that we were changing our policy with respect to 
GATT, with respect to foreign trade. 

Mr. Rirrersporn. No, I did not say that. I said specifically that 
the defeat of OTC would not take us out of GATT and would be a 
highly paradoxical and equivocal move. It would not be changing our 
relationship with GATT one whit. 

Mr. Simpson. I understood you to say it would be interpreted as 
other than a continued spreading of our present international economic 
policies. 

Mr. Ritrrersporn. No. 

Our interest, Mr. Simpson, is in an implementation of what has 
already been undertaken. That is the essential point here. As one 
of the earlier witnesses remarked, and I do not recall but I think he 
was an opponent of H. R. 5550, the fact is that OTC does not involve 
tariff reductions or anything of that nature. Rather, its job will be 
the implementation of an executive agreement pursuant to the Re- 
ciprocal Trade Act, which is just to that point. 

Our whole emphasis here is that we have this thing in a not fully 
organized condition; it has provided the Nation, even as it is now, 
with significant economic benefits and also political benefits. We 
should go ahead and implement the thing and make it more fully 
effective. 

Mr. Simpson. Those are all statements that you make, but I do 
not agree with you on that. 
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What I am trying to find out is whether you construe the endorse- 
ment of this bill before us as an endorsement of GATT? 

I know what is in GATT and so do you. I think I know what is 
in this bill. The question is simple: Is this an endorsement of GATT 
or not? 

Mr. Dulles said it was not. 

Mr. Rirrersporn. I think just by the text of the bill it is not, and, 
further, although I am not an attorney, I think legalistically it is 
not an endorsement. 

Mr. Stimpson. Do you think it should be an endorsement of GATT 
when the subject is not in front of the Congress? 

Do you think it should be construed as an endorsement of GATT 
when GATT is not before us? 

You head an educational group. Or is it a foundation? 

Mr. Rirrersporn. It is a committee, incorporated as a nonprofit, 
membership corporation and chartered as an educational organization 
by the State of New York. 

Mr. Simpson. Is it nonprofit? 

Mr. Rirrersporn. That is right. 

Mr. Stmpson. You do not pay any taxes? 

Mr. Ritrersporn. No. 

Mr. Stmpson. Well, you are an education group. 

Mr. Rirrersporn. That is not to say we have a tax exemption. 
Anyone who contributes money to us does not get a tax exemption. 

Mr. Stmpson. The people who sponsor you get tax exemption? 

Mr. Rirrersporn. They do not. 

Mr. Stmpson. They do not? They should if you are doing educa- 
tional work. 

Mr. Rirrersporn. Although the amount of our legislative activity 
has been very slight (we, for example, have only been here, during 
the last 15 months, twice), we do have legislative interests, and, for 
that reason, do not have a tax exemption. By and large, our 
program is, however, devoted to public education. 

Mr. Simpson. Believe me, we need education in the field. There 
is no question about that. There is a lot of it going on in the schools, 
and we need some in Congress, too. I hope you have an opinion as 
to whether the passage of this bill is an endorsement of GATT. 
Have you? 

Mr. Rirrersporn. I do not think it is an endorsement by the text 
of the bill, and I do not think I have said anything in my statement 
that could be so construed. OTC is, however, obviously a comple- 
ment to GATT and evidences our Nation’s desire to implement 
GATT’s goals. 

Mr. Stupson. Well, that is the answer that I was seeking. 

Mr. Kran. May I ask one more question? 

The CuarrMan. Mr. Kean of New Jersey. 

Mr. Kean. It does not seem to me that we ought to pussyfoot on 
this thing. It seems to me, certainly, that if we are setting up here 
an organization to manage and interpret GATT, our action in so 
doing indicates that we are giving general approvement to what is 
going on in GATT. I do not want to pussyfoot on it. 

Mr. Stmpson. Then we should have the subject before us. 

Mr. Kean. I think it is before us. The GATT charter has been 
handed us. Here it is. 





1064 ORGANIZATION FOR TRADE COOPERATION 


Mr. Smpson. We have the organizational features only before us. 

Well, thank you, sir. 

Mr. Curtis. Mr. Chairman? 

The CuartrmMan. Mr. Curtis of Missouri. 

Mr. Curtis. In view of this discussion, I want to say also that I 
think, to be honest about this, GATT is before us. My questions of 
the witnesses have been on the assumption that we cannot separate 
the two, and that I would expect witnesses to come here prepared to 
talk about GATT. 

Let me ask one general question.: Do you not think that GATT 
should be submitted to the Congress? 

Mr. Rirrersporn. Well, I am not an attorney—— 

Mr. Curtis. I am not asking any of that. 

Mr. Rirrersporn. My point, Mr. Curtis, is that, presumably, 
and certainly it has been stated by some outstanding legal authorities, 
the President’s authority to have the United States become a con- 
tracting party to GATT stems from the Reciprocal Trade Agreements 
Act 


Mr. Curtis. That is correct. The next question, then, is what is 
the limit of the jurisdiction of the President? What do you think 
the limit is? 

You will agree that Congress has the basic authority to regulate 
foreign trade. 

Mr. Rirrersporn. Yes, that isso. There is no question as to that. 

Mr. Curtis. We then delegate authority to the President. But 
then there comes a question of what is the extent of that authority. 
You have an organization the President has entered into as a cn 
of the authority delegated, so it becomes very pertinent to find out 
what is the extent of that jurisdiction, and that means a discussion 
of what GATT is. I would expect that you, particularly representing 
an educational group, would be prepared to discuss those very per- 
tinent features of what we are ian about. 

Mr. Rrrrersporn. I would be happy to discuss GATT. Certainly 
any consideration of OTC presupposes that. I will interject, to your 

uestion of the President’s responsibility, it is as it is laid down in the 
Lecacanel Trade Agreements Act, or the Tariff Act of 1930, as 
amended. 

Mr. Curtis. 1934 as amended. It is a pretty general statement, 
limited in words but general in scope, and does not coincide with the 
jurisdiction as expressed in GATT’s preamble. For instance, the 
power given the President seems. to refer to tariff and import restric- 
tions, while GATT refers to tariff trade barriers which could include 
any economic feature of trade. There has been a lot of discussion 
right in this committee room in answer to questions along those lines 
as to what the jurisdiction of GATT is, and whether or not it is 
contemplated in the delegation of authority. 

There is a further thing, I might add. When we delegate authority 
to the executive we usually put some guide lines on how the President 
exercises it. When we gave him the power over interstate commerce, 
we created the Interstate Commerce Commission. That area is 
important. 

The only reason I mention these things here is because in your 
paper you have intimated that any opposition to OTC—and you 
referred to certain arguments used against it, which do not include 
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the area I am developing here; that the Russians, for example, would 
jump on that as propaganda to further their ends. I suggest that 
perhaps the reason they can jump on it as propaganda is because of 
statements made by groups such as your own who interpret every 
opposition to this as being motivated, what I personally do not 
condemn myself, as not proper motives. There are plenty of wit- 
nesses who have been before us who are just as interested in increasing 
foreign trade as you are, I am satisfied, who are not opposing this 
thing on the basis of a narrowmindedness that I can see, who are very 
sincere about it. If the issue is as you have intimated here, that you 
are either for America or against America, let us not hold hearings. 

But if we g° in and study these serious areas to see whether there 
is any basis for honest argument, we can then get ahead and learn 
something by the witnesses who come before us. 

Mr. RirrersPporn. Mr. Curtis, if you will permit me, I do think 
there are a few points in that statement which I should rebut. 

Mr. Curtis. I will be very glad to hear you. 

Mr. Rirrerspory. Firstly, [ do not think our thinking is narrow 
in any sense. 

Mr. Curtis. I did not say such a thing. 

Mr. Rirrersprorn. Well, I misinterpreted you. 

Mr. Curtis. I am talking about your paper. I do not know what 
your thinking is beyond your paper. 

Mr. Rirrersrorn. We attempted to express our thinking in the 
paper. I think our committee, which is made up of just plain citizens 
throughout the country, who surely have no self-serving interest in 
trade at all—— 

Mr. Curtis. Wait. Let us get on to what I was saying. All I 
was saying was that I expected that you would be ready to discuss 
these aspects of GATT, or what it consists, and what its limitation is, 
if any, what the delegation of power to the President is, and how it 
has been delegated. These are the areas. This is a procedural 
question of OTC, as I see it. 

Mr. Rirrersporn. We are ready to discuss that. Our paper, 
Mr. Curtis, made many references, not only to GATT in a perhaps 
general way, but to some of the specific functions GATT has been 
performing. 

Mr. Curtis. Let me say I think you have some very interesting 
and important data which you quote, which is very helpful. But the 
questions which have been directed to you, and Mr. Simpson was 
directing them, and I picked it up from there, are to very pertinent 
issues involving this serious question, and it seemed to me you were 
not prepared to discuss that t. And yet you were prepared to 
dismiss the opposition, or possible opposition, to OTC in the manner 
in which this paper has dismissed it. It is as if there are not some very 
fundamental procedural questions involved that this committee, in 
my judgment, ought to go into and go into very carefully. 

I may say I am speaking of one who is in favor of the basic idea of 
reciprocal trade, and the basic idea, I might say, of multilateral 
agreements. If we are going to have them, we should have some 
organization to see that they are enforced. 

ut I want to be sure that when we have delegated those powers to 
the President, we have done it in a way in which our people in this 
country, our economic interests, understand it so that they can process 
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their cases, so that we know the scope of the jurisdiction that we 
have granted to the Executive. 

I have been here many days raising questions along those lines. 
You are not the first witness to whom I expressed some surprise 
who was not ready to go in and discuss those areas. OTC, I again 
say, is a procedural matter. I agree with you on it, I do not think it 
is substantive, but I think it is procedural. For that reason, procedure 
is very pertinent to our hearings here. 

Mr. Rirrersporn. I do want to interject this point: Firstly, I do 
not think we have lightly dismissed, nor is it our intention to dis- 
parage, those sincere opponents of OTC or, for that matter, any part 
of our national tariff and trade policy. Toward the end of our paper, 
we made the observation, however, that the defeat of OTC eae not 
be a complete turnabout, and would perhaps be rather disappointing 
to pees of our United States tariff and trade program, because it 
would not take us out of GATT, which apparently is much detested in 
some quarters. It would be a paradoxical situation. 

Our point here, then, is that inasmuch as this instrument, the Gen- 
eral Agreement on Tariffs and Trade, exists, why not make it a 
better thing. Reverting for a moment to the American cotton 
textile industry, which I have just discussed with Mr. Kean, I 
had the opportunity to see earlier today a letter that had been sent 
from the White House to Congressman Frank Smith, of Mississippi, 
an honorary member of our organization. To this question of cotton 
textiles, and to raw cotton, also, it had been pointed out that, in one 
instance, Cuba had, for all practical purposes, banned the imports of 
United States cotton into Cuba. Through the instrument of GATT 
our representatives were able to undo that, and a market was reopened 
to the United States. 

I suggest these two things: Through the agency of OTC, such 
problems would very much more promptly be resolved; and, further, 
to the American cotton textile industry, it would seem to me that 
OTC would provide the machinery for exporting in excess of what is 
already a very significant export trade. 

Mr. Curtis. I think you make a perfectly good point there. And I 
think if we had a few more specific cases that we could examine into, 
where GATT actually has done something which has cleared up one of 
those things, it would be good, too. 

But let me say this, if my thesis happens to be correct, if the pro- 
cedural setup such as we have, concerning the way our board of 
negotiators functions and operates in negotiating these treaties, is 
not conducive towards getting the economic views of our people in 
this country, then those who try to set up correct procedures will be 
benefiting this program, and they may be the very ones—and my 
mind is still open on this—if that were true, we would be the very ones 
who were actually promoting our foreign trade by resisting this OTC 
until such time as we did set up correct procedures. 

That is what I am posing to you, and I think there are people, 
many people, in this country who feel along those lines. 

Mc. Rirrersporn. Well, I think to the point of public education, 
and I say this very sincerely and with real conviction, surely the 
subject to which the committee addresses itself so often, tariffs and 
trade, is of high importance to the entire Nation. I am not sure if 
every member of your committee would agree with our general dis- 
position to the subject, our general thesis, but bringing this subject 
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home to the entire public is of preeminent importance. According 
to the Gallup poll, as om may have noticed, a good half of the people 
are totally unaware of not only the meaning but the very fact of con- 
troversy on tariffs and trade. 

Mr. Curtis. We need more light on the subject and less epithets. 
I might say that the arguments you set out to refute, “the wild boys,” 
“OTC is socialistic,” and so forth, I agree with you are the epithets. 
But by failing to look beneath the epithets to see whether there is any 
real meat, I think you do not help in enlightening the public, par- 
ticularly as on the other side there have been an equal number of 
epithets. Take the words “selfish interest,” ‘greed,’ “isolationist,” 
and so forth. There has been, in my opinion, entirely too much on 
both sides. I think we might close by agreeing on one thing. We 
both agree that there has to be a lot of education, a lot of light, on 
this entire matter. 

We can agree on that, can we not? 

Mr. Rirrersporn. I do agree. And if I may add one note, Mr. 
Curtis, I surely agree that when you have a situation that provides 
more heat than light, then, perhaps, the Congress, and surely the 
general public, are prohibited from obtaining a real knowledge of the 
subject. 

Our paper attempted to clear away some of the epithets that have 
been hurled. Furthermore, our statement discusses substantively 
what OTC intends and, also, the economic benefits GATT has pro- 
vided. Our discussion also attempts to show OTC in the all-important 
context of international politics, in terms of this Nation’s contest for 
survival with the Soviet Union. 

Mr. Curtis. Mr. Rittersporn, there is a lot, in my judgment, that 
is good in your paper. But it is an epithet in itself to dismiss all 
argument on the other side as if it was epithet. 1 think it has been 
too easy to dismiss the arguments that have been advanced on the 
other side; because they do not fall within the categories of calling 
people “‘wild boys” and whatever else you had, “‘socialists.’’ I never 
even thought of OTC as being socialistic, although I am sure there 
are people who have said that. But I would not pay one minute’s 
attention to such things, because I do not think they have any bearing 
in the thing. 

I do think it is perfectly proper to resist the term of an epithet that 
has been used in this subject, to keep the thing on an even keel. 

That is all. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

The next witness is Dr. Edmundo Lassalle. 

Come forward, sir. Please give your name, address, and the 
capacity in which you appear. 


STATEMENT OF DR, EDMUNDO LASSALLE, DIRECTOR, LATIN 
AMERICAN DIVISION OF JOHN MOYNAHAN & ASSOCIATES, 
NEW YORK 


Mr. LassatLe. My name is Edmundo Lassalle. I am a natural- 
ized American citizen and served in the Office of Strategic Services 
during World War II. I hold a doctorate in Latin-American studies 
from the University of California. I was special assistant to Mr. 
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Nelson Rockefeller when he was Coordinator of Inter-American 
Affairs. I am now the director of the Latin American Division of 
John Moynahan & Associates, a New York public relations organiza- 
tion, and consultant in international public relations for the Celanese 
Corporation of America. 

My interest in the passage of H. R. 5550 stems from my considered 
judgment that the United States is faced with a very real threat of 
economic penetration of Latin America by the Soviet Union and its 
satellites. I have confirmed this opinion during an extensive survey 
of Latin America, which I concluded earlier this month. My con- 
clusion is that we must do everything we can to strengthen the trade 
ties between ourselves and our free world neighbors. 

It is my firm conviction that the success of United States policy in 
Latin America in the ensuing years is linked irrevocably to the 
continuing expansion of our trade ties with Latin America. There 
is no question in my mind that the coming into being of the OTC is of 

eat importance in continuing this expansion of trade between the 
United States and Latin America. Conversely, should we fail to 
join the OTC, United States-Latin America trade relations will suffer 
a severe setback, and, by the same token, the efforts of the Communists 
to penetrate the Latin American economic structure will have been 
greatly advanced. 

President Eisenhower in his message to Congress endorsing this 
legislation, stated that failure of the United States to assume leader- 
ship in the OTC “would strike a severe blow at the development of 
cooperative arrangements in the defense of the free world.” And, 
again, just a few weeks ago, in his letter to your chairman, the Presi- 
dent repeated this thought and called special attention to the fact that 


the Soviets have stepped = their activity on the economic front. 


I am not an expert in the technicalities of international trade 
and the GATT, but I know what the Soviets are doing in Latin 
America and how our trading position there is endangered. And it 
is this message which I wish to bring to you today. 

It is my belief that OTC, although not an instrumentality for 
changing tariffs, will earn us important psychological dividends in 
Latin America because it will be further evidence, in President 
Eisenhower’s words of “our desire to deal with matters of trade in the 
same cooperative way we do with military matters in such regional 
pacts as the North Atlantic Treaty Organization, and with financial 
matters in the International Monetary Fund and in the International 
Bank for Reconstruction and Development. We would thus cooper- 
ate further with the free world, in the struggle against Communist 
domination, to the greater security and the greater prosperity of all.” 
Thus, OTC can become a weapon of psychological warfare to counter- 
act the Soviet propaganda efforts in the Latin American area. 

I do not wish to imply that all of Latin America is in imminent 
danger of Communist domination. I do wish to put in balanced 
perspective this danger as it relates to the splendid United States 
investment potential in Latin America. I do wish to predict without 
qualification that unless some very tangible and aggressive measures 
are adopted to counter Soviet economic penetration, we face a critical 
Communist problem on our southern border, conceivably before the 
turn of the century. 
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My concern with Latin America in this connection may sound 
strange to your ears, in view of the fact that our newspaper headlines 
are occupied with stories of the new Soviet economic offensive in the 
Far East and in the Middle East. However, it is my feeling that the 
danger in Latin America is every bit as great, especially when it is 
considered that, should the Communists gain influence in Latin 
America, it will bring the advance battalions of the enemy ideology 
to our own doorstep. 

Other witnesses before this committee have testified to the fact 
that GATT is the counterpart in the field of commercial relations of 
the military and political alliances of the free world. If the free 
world cannot maintain unity and strength in the economic field, then 
— can be little hope that our common front in defense can endure 
for long. 

In Latin America, the Soviet economic pressure is particularly 
significant in view of the fact that the military threat of Soviet power 
cannot very easily be brought to bear in that area. 

Permit me now to document for you from my own experience the 
growing dimensions of the Soviet trade offensive in Latin America. 

A little less than 2 months ago, Premier Bulganin, in answering a 
questionnaire submitted by Vision, a Spanish-language fortnightly 
published in New York, was quoted as saying: 

The Soviet Union stands for the development of trade with Latin American 
countries based on mutual benefit * * * In particular the Soviet Union could 
export different kinds of industrial equipment and machinery * * * in case of 
necessity the Soviet Union would supply technical aid and specialists and also 
exchange experience in industry, power, construction, transport and agriculture. 

The importance which the Russians attach to this statement of 
Bulganin’s was quickly evidenced when the Russian embassies in 
Mexico City, Montevideo and Buenos Aires bought space in leading 
nea to print the Bulganin statement prior to its release by 

ision. 

Mr. Chairman, I would like to submit for your consideration the 
issue of Vision in which the statement of Mr. Bulganin was printed, 
and a clipping from a newspaper in Mexico City in which the state- 
ment was published, prior to the Spanish-language journal issued in 
New York. 

Actions reveal that the Soviets are conducting their economic 
warfare in Latin America in very much the same pattern that they 
have proceeded in other underdeveloped areas of the world. The 
method consists of ladling out three parts of propaganda for each part 
of actual trade or aid benefit. 

This Soviet device of emphasizing the propaganda aspects of trade 
arrangements will find fertile ground in Latin America. The reason 
for this is that the Latin Americans have long stressed the fact that 
they have been forgotten by the United States foreign aid program. 

The figures show that all of Latin America has received only 1.2 
percent of our foreign aid; that is to say, less than half of what has 
been given to our former enemies, Germany, Italy, and Japan. 

But we would make a mistake to think that the Soviet trade 
activities in Latin America consist only of propaganda. The fact of 
the matter is that the volume of trade between the Iron Curtain 
countries and Latin America has had a sevenfold growth in the last 
2 years. Needless to say, had there been no GATT to facilitate 
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United States-Latin American trade patterns, the Soviet increase 
would have been even larger. 

A closer examination of the Iron Curtain trading pattern with Latin 
America reveals in a striking manner the way in which Czechoslovakia 
appears to be assuming the role of the chosen instrument of Commu- 
nist economic penetration. 

While Russia maintains diplomatic relations only with Mexico, 
Argentina and Uruguay, Czechoslovakia has embassies in virtually 
all of the Latin American countries. Moreover, the chief Communist 
center for Latin American studies is the Latin American Institute at 
the University of Prague. To this Institute come men and women 
from all the Iron Curtain countries to study political and economic 
infiltration techniques for the Latin American area. 

A recent example of the Czech economic campaign in Latin America 
was contained in an article on trade with under-developed countries 
in the Czech Chamber of Commerce Bulletin for February. The 
article stated: 

Czechoslovakia expresses her willingness to negotiate bilateral adjustments to 
stabilize prices, firmly supports the interests of countries producing raw materials 
and encourages their sensible endeavors for agreements to protect themselves 
against the chaotic oscillations of the world market. 

As large exporters of raw materials, this sort of promise has a 
tremendous appeal to the Latin American nations, and indeed there 
is no doubt that the price stabilization of raw materials would be a 
most desirable condition. However, Czechoslovakia’s share of the 
exports of the under-developed countries is not such that it could 
affect world prices. But there might be considerable effect if the 
Soviet Union and Communist countries joined together to concentrate 
their joint buying power in an individual country or area. 

Already, several overtures have been made to one-crop Latin 
American countries, with the idea in mind that the Soviet bloc would 
make a huge purchase of a basic commodity upon which that country 
depends for its livelihood. Through this one step, the Latin American 
country in question could become totally dependent upon the Soviet 
market. By the same token, the United States would never be able to 
offer this kind of a deal except in connection with a long-term stock- 
piling program. 

In order to reemphasize the seriousness of the Soviet economic 
penetration in Latin America, may I call the committee’s attention 
to an item of news that went almost entirely unnoticed in this country. 
I refer to the recent trade agreements which Uruguay has entered into 
with Russia and Red China. At the time of the signing of the agree- 
ments, Uruguayan President Berres stated: 

We will sell to whomever wants to buy. We will sell anything but our souls to 
Russia, China and anyone else. 

Obviously, the free world is up against a powerful economic ad- 
versary in the battle for the trade of the Latin American countries. 
In essence, the question resolves itself into whether the forces and 
economic philosophy of free enterprise, as embodied in the GATT, 
can win out against the government-controlled totalitarian methods 
of the Soviet bloc. If American business is to succeed against this 
kind of competition, they will only be able to do so in an atmosphere 
of clear trade ties and smooth-running trade machinery. This is the 





ORGANIZATION FOR TRADE COOPERATION 1071 


reason why effective United States membership in GATT facilitated 
by the establishment of the OTC, is so important in the fight against 
Soviet economic penetration of Latin America. 

In the last analysis, the eventual welfare of the Latin American 
countries must depend not on United States foreign-aid programs but 
on an increasing relationship between United States and Latin Ameri- 
can private enterprise. 

The present economic status of the Latin American nations places 
them on the threshold of tremendous economic growth and develop- 
ment. They are, for example, greatly advanced, when compared to 
the more under-developed nations of Asia and Africa. For this reason, 
Latin America represents the most immediate proving ground for 
testing the competitive economic ideologies of the free world and the 
Soviet bloc. 

If the private enterprise approach of the free world should become 
stifled by tariff barriers and creaky trade machinery, we will lose the 
battle to which we have been challenged by the Soviets. It is for this 
reason, Mr. Chairman, that I so vigorously endorse United States 
membership in the OTC. 

The CuatrMAn. Does that complete your statement? 

Mr. Lassauuz. I would like to add that I have made a fairly com- 
prehensive study on Communist penetration in Latin America during 
my last visit to the area, but I think time is pressing, and I will not 
bring it up at this time. I could make it available to the committee, 
if they would so wish. 

The CHarrMan. Without objection, you may submit it for the 
consideration of the committee. 

The CuarrMan. Are there any questions? 

If not, we thank you for your appearance and the information given 
the committee. 

Mr. Lassatue. Thank you. 

The CHarrman. The committee stands in recess now until 10 
o'clock tomorrow morning. 

(Whereupon, at 4:25 p. m., the committee recessed, to reconvene 
at 10 a. m., Friday, March 16, 1956.) 
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FRIDAY, MARCH 16, 1956 


Hovse or REPRESENTATIVES, 
CommitTTer on Ways AND MEans, 
Washington, D. C. 

The committee met, pursuant to recess, at 10 a. m., in the com- 
mittee room, New House Office Building, Hon. Jere Cooper, chair- 
man, presiding. 

The CuarrMan. The committee will be in order. 

The first witness appearing on the calendar is our colleague, Hon. 
Robert Hale of Maine. We know you very pleasantly, Mr. Hale, 
but please give your name, address and the capacity in which you 
appear, for the record. 


STATEMENT OF HON. ROBERT HALE, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MAINE 


Mr. Haute. Mr. Chairman and gentlemen of the committee, my 
name is Robert Hale. I represent the First Maine District. I 


appear here today in opposition to H. R. 5550, calling for United 
States membership in the Organization for Trade Cooperation— 
OTC—to police and administer the General Agreement on Tariffs 
and Trade—GATT. 


On February 1, 1955, I appeared before your committee opposing 
legislation to extend the reciprocal trade agreement program, saying 
in part at that time: 


I subscribe to the general principle of ‘‘trade not aid’’ which makes a very good 
slogan. I also subscribe to the elementary economic principle that all trade is 
sooner or later at least a 2-way affair, when it is not a 3-, 4-, 5-, or 6-way affair, 
according to the number of nations which participate in the total transaction. 

However, when we speak of “‘aid’’ I should like to emphasize the fact that when 
the United States gave Marshall Plan aid to a foreign country, the sums thus 
made available to the foreign country were raised by taxation on all the people of 
the United States. 

If, however, we are talking about a heavy import program of, say, Japanese 
textiles, the effect may be to wipe out the textile industry in my part of the country, 
New England in general, and Maine in particular, which means that the cost of 
the program is not distributed over all taxpayers, but is unfairly focused on the 
investors and employees of one particular industry, the textile industry, plus 
related industries like the textile machinery industry. In short, we should not 
overlook the fact that trade may be aid by a particular American industry to 
a particular foreign industry. 

I do not think that this committee should report a bill which gives the Presi- 
dent unfettered discretion to reduce tariffs because in the industries which prin- 
cipally affect the economy of my area, tariffs are already amply low enough. 

In some textile industries, there is already competition from Japan and other 
countries which threatens the life of local concerns. A reduced tariff on fine 
papers and book papers would threaten that industry, which has two major 
units in the district which I represent. 
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I do not believe that this committee wants to take the responsibility of destroy- 
ing the Textile industry in New England and the southern States, or even of 
placing it in serious jeopardy. 

I do not go to the point of saying that no tariffs should be lowered. But if 
any tariffs are to be lowered, I think we should proceed with the greatest caution 
and not single out any American industry which has to die in order to enable a 
foreign industry to survive or even to prosper. 


Under date of March 1, 1956, Malcolm D. Shaffner, president of 
Saco-Lowell Shops, one of the leading textile machinery companies 
in the United States, with an important plant in Biddeford, Maine, 
wrote me as follows: 


I appreciate very much this opportunity to report to the Maine Delegation, 
through you, Saco-Lowell Shops’ feelings concerning H. R. 5550, Organization 
for Trade Cooperation (OTC), currently being heard Sutera the Gouse Ways and 
Means Committee. 

The textile and textile machinery industries can be crippled without adequate 
tariff protection. Saco-Lowell Shops has been awere of this danger for some time, 
and since 1953 we have been faced with a declining foreign business and extremely 
— competition in the domestic market from English and European manu- 
acturers. 

Ii January of 1954, I pointed out to our stockholders the threat of foreign com- 
petition as follows: 

“Nc thinking person today can, with sincerity, deny the cogency of some of 
the broad arguments advanced by the proponents of ‘trade, not aid.’ We 
must recognize, however, that many of the more vociferous advocates of free 
trade stand to gain directly from such a policy. The mass production industries 
do not fear foreign competition, because the nature of their products and manu- 
facturing processes make it possible for them to compete in the world market 
despite high American wages. 

“It is not a question of ‘efficient’ or ‘inefficient’ industries. No amount of 
‘efficiency’ will enable an American concern, such as ours, producing machinery 
engineered to customer specifications, and in which labor composes a high per- 
centage of the total cost, to compete with a foreign producer paying wages a 
third of the American rate or less. 

“In the interest of national security, the question may well be raised whether 
we, as a nation, can afford to cripple a major segment of our producers’ goods 
industries, relying for our supply of vital tools and equipment upon foreign manu- 
facturers whose output would certainly be cut off by a world crisis. The failure 
to afford adequate tariff protection to the textile machinery industry may have 
precisely the crippling effect feared.” 

Everything that has occurred since has strengthened my viewpoint. We feel 
that the passage of H. R. 5550 would be another step in tearing down the tariff 
barriers which the textile and textile machinery industries need if they are to 
remain in a competitive position. 

Here are a few basic considerations we believe you ought to have in mind on 
this controversial subject. 

OTC’s purpose is, in its own words, “the achievement of the Se Pe 9 and objec- 
tives set forth in the General Agreement on Tariffs and Trade.’ Therefore, 
GATT as well as OTC is involved in H. R. 5550. 

GATT signatories have pledged themselves to a dual purpose: (1) to reduce 
tariffs; and (2) to operate in the general field of “economic endeavor,” which 
latter scope has loosely defined limits. 

Until now, the first objective was to be implemented by action initiated by 
member countries, and it has been the United States that has pressed for the series 
of tariff negotiations which has resulted in such drastic reductions in the United 
States duties. Now, with our bargaining power virtually exhausted, OTC is 
proposed with the express duty of sponsoring tariff negotiations as an organization. 

Many GATT countries are pressing for the end of negotiated tariff cuts, item 
by item, and for the substitution of across-the-board reductions by formula, and 
policed by this new OTC. 

The general economic objectives of GATT have so far been left without imple- 
me ting machinery because GATT was designed as a stop-gap until an Interna- 
tional Trade Organization could be created to take over these larger functions. 
As you remember, Congress refused to ratify ITO. OTC would supply this 
deficiency. That is, GATT and OTC together, each with their self-amendatory 
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powers, and their world planning and distribution of production concepts, would 
constitute an ITO, if not an even more ambitious agency. 

It will be said that our sovereignty is not violated and that Congress will not be 
denied the power to enact laws and to change rates of duties as it wishes. Perhaps 
this is technically true. However, if Congress passes H. R. 5550, it thereby 
accepts the principles and objectives of GATT, and so pledges its good faith to 
bring our laws into line with those principles and objectives. 

There now exists a number of such conflicts and Congress has already been con- 
sidered to have violated United States obligations under GATT and is now operat- 
ing some of its agricultural import quotas under a GATT waiver. 

Through GATT’s and OTC’s powers of ordering retaliation by vote of their 
members—and each country has but one vote—by creating a platform for accusa- 
tions against the United States, GATT-OTC could bring great moral pressure 
upon Congress to enact or withhold legislation. 

In this connection, it should be remembered that this pressure will be concen- 
trated close to home, because the State Department and other executive branches 
of our Government will be the allies of these international agencies in urging 
congressional action. 

We believe that Congress should avoid committing the United States to OTC, 
and hence to GATT, because such action would tie the hands of Congress later. 
There are other less complex ways of harmonizing our trade policies with those of 
other countries than recourse to an intergovernmental super agency. At the very 
least, GATT itself ought to be submitted to Congress for examination. 

We hope that you will use your influence to prevent the passage of H. R. 5550. 


That is the end of the letter written by the Saco-Lowell Shops; I 
believe the points made in this letter are amply justified, and I wish to 
associate myself with writer’s opposition to H. R. 5550. 

That concludes my statement, Mr. Chairman, and I thank the 
committee very much. 

The CuarrMan. We thank you for your appearance and the informa- 
tion given the committee. 

Any questions? Mr. Reed, of New York, will inquire. 

Mr. Reep. I will make a comment. I want to congratulate you, 
sir, on your very fine statement. I can understand the situation in 
New England perfectly in view of what has been going on under the 
trade agreements that we have negotiated. 

For 20 years, I have wondered why we haven’t succeeded in re- 
moving some of these trade barriers we have heard about. They 
haven’t been removed. State trading and embargoes and quotas and 
licensing and artificially pegged exchange rates and bloc currency are 
still common practices after 20 years. 

We haven’t removed these barriers as far as I can see. The Amer- 
ican manufacturer of power tools had a sizeable prewar market in 
France. Today he is allowed to ship no more than $3,000 worth of 
tools each year into France on which tools a 60 percent tariff is paid. 
The tariff on machine tools entering this country is only 15 percent. 

Manufacturers of heavy electrical power equipment find it virtually 
impossible to ship such equipment to Austria, Denmark, France, 
West Germany, Ireland, Italy, Switzerland and the United Kingdom. 
The governments of these countries will not permit their private 
industries to buy such equipment nor will the governments, them- 
selves, buy the equipment. 

That is what is going on now all over the world. I am glad to have 
you come here because I know your situation in New England very 
well, and you presented a very fine, logical case. 

Mr. Hae. Mr. Reed, the situation in New England has been 
pretty distressing. We are losing textile industries month by month, 
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and the effect of that loss is most depressing, if you know those 
communities. 

The CuatrMANn. We thank you, Mr. Hale. 

The next witness is the Senator from Nevada, the Honorable 
George W. Malone. 


STATEMENT OF HON. GEORGE W. MALONE, A UNITED STATES 
SENATOR FROM THE STATE OF NEVADA 


Senator Martone. Mr. Chairman, members of the Ways and 
Means Committee, my name is George W. Malone, United States 
Senator from Nevada. 

I am opposed to H. R. 5550. 

H. R. 5550 is a final step in the 22-year-old approach to destroy 
the economy of America, and in the 8-year-long attempt to obtain 
direct sanction by the Congress of international control by an inter- 
national agency over our national economy. 

H. R. 5550 is a trick bill. 

Ostensibly it proposes United States membership in an international 
organization for trade cooperation, modeled after the repudiated 
International Trade Organization, or ITO, and with broad super- 
visory powers. 

Actually it is intended to win the congressional stamp of approval 
for the General Agreement on Tariffs and Trade, which absorbed the 
commercial sections of ITO and is ITO’s illegitimate twin. | 

The primary purposes of H. R. 5550 are to legitimize GATT by a 
new act of Congress and by a new act of Congress to further subordi- 
nate our foreign trade and domestic economy an international author- 
ity comprised of 35 nations. 

If H. R. 5550 passes GATT becomes legitimate by act of Congress. 
If H. R. 5550 is not enacted, the 35-nation GATT will continue to 
operate out of Geneva, Switzerland, as it does now, until the 1934 Trade 
—— Act, as extented, is repealed. 

egislation is pending in the Senate now under my bill S. 2926 to 
Bika, the Trade Agreement Act and to return to the constitutional 
regulation of foreign trade and the national economy for the protection 
of American workingmen and investors. The text of S. 2926 appears 
at the conclusion of my statement 

H. R. 5550 is a dangerous bill. It would further dilute the sover- 
eignty of the United States among 34 foreign nations. It would 
further supersede the Constitution of the United States as was done 
by the 1934 Trade Agreements Act. 

It would substitute international socialism in the field of foreign 
trade and commerce for the economic freedom this Nation enjoyed 
during the first 140 years of its history. 

It would further distribute and divide our national wealth amon 
foreign nations and foreign peoples around the world, as Kar 
Marx advocated. 

It would further glut our markets with the products of sweatshop 
labor from abroad, creating further unemployment in our mines, our 
textile mills, our shops and factories which are subject to foreign 
competition. 

It would further endanger our national security by further encourag- 
ing the flow of foreign strategic and critical minerals and materials 
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into the United States, while our own natural resources remain under 
the ground and useless to our vital defense supporting industries. 

It would replace government for and by the people in the economic 
field with government by foreigners and for foreigners, dictated from 
foreign soil by an international organization subject to no checks, no 
balances, and no control, either by our voters or by the Congress. 

It would equalize the voting strength of 165 million Americans with 
that of 300,000 citizens of Luxembourg, the 5,000 inhabitants of 
Nyasaland, and the 180,000 of Rhodesia, the 13 million of Communist 
Czechoslovakia, the 3,400,000 residents of Haiti, and the 1,200,000 
citizens of Nicaragua. Each of these populations would have one 
vote in the International Organization for Trade Cooperation, as they 
have one vote in GATT. 

It would represent a new economic surrender of our national inde- 
pendence to a superinternational organization which is but one step 
away from world government dominated by small nations speaking 
foreign tongues and with foreign philosophies. 

I, therefore, oppose H. R. 5550, as I oppose all legislation proposing 
that Congress abdicate powers vested exclusively in the Congress by 
the Constitution of the United States. 

Article I, section 8, of the Constitution delegates solely to the Con- 
gress the power to lay duties, imposts, and excises, meaning tariffs, 
and to regulate commerce with foreign nations. 

Mr. Chairman, I have consistently opposed the Trade Agreements 
Act. When the Congress of the United States in 1934 voted to trans- 
fer its constitutional responsibility to regulate foreign trade and the 
national economy to the President, that legislation carried full author- 
ity for the President to transfer such regulation to any nation on 
earth, and to place it under the auspices of any international organi- 
zation which he might approve. 

The President did transfer such regulation, first to the State Depart- 
ment, and in 1947 to Geneva, Switzerland, under the auspices of the 
General Agreement on Tariffs and Trade, an international organiza- 
tion or apparatus spearheaded by the State Department. 

In brief, Congress abdicated certain constitutional powers to the 
President, who delegated them to the State Department, which 
delegated them to GATT. 

Now H. R. 5550 contemplates that Congress directly delegate its 
constitutional authority over foreign trade and commerce to a new 
international organization for so-called trade cooperation to be known 
as OTC, which also would rule over our foreign trade and the national 
economy from Geneva, Switzerland. 

My Senate bill previously referred to would merely return to the 
Constitution of the United States in the regulation of our foreign trade, 
with Congress, operating through the Tariff Commission, an agent of 
Congress, adjusting the duties or tariffs on the basis of fair and reason- 
able competition. 

Such duties or tariffs at all times would make up the difference be- 
tween the wage standard of living, taxes, and the costs of doing busi- 
ness here and in the chief competitive nation on each product. 

This, of course, is the exact opposite of what H. R. 5550 contem- 
plates and provides. 

_H. R. 5550 provides that an international OTC perform the func- 
tions that the Constitution of the United States vested in the Congress. 
75018—56——69 
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OTC is a final step in a persistent and long-range plan to subordinate 
our national economy to the whims of foreign nations. 

OTC, like GATT, would meet in secret, in Geneva, Switzerland. 

OTC would have powers exceeding those now exercised by GATT, 
including the power to initiate and conduct tariff-reducing negotiations 
on its own motion and desire. 

OTC would assure a preponderance of voting power to European 
and colonial-minded nations, as does GATT presently assure these 
nations a preponderance of voting power. 

Voting power in OTC, as is voting power in GATT, is limited to 
one vote per individual nation or dominion, regardless of population, 
wealth, or prominence in world trade and economy. 

At Geneva, the United States would have but 1 vote out of 35. 
The British Commonwealth would have 9 votes, and Benelux, the 
Luxembourg-Belgium-Netherlands customs union, which works in 
concert, would have 3 votes. 

Communist Czechoslovakia would have one vote; the same voting 
strength as the United States. Haiti would vote equally with the 
United States. So would Indonesia, Japan, India, and Burma. 

The Constitution of the United States did not intend that 34 
foreign nations with 34 votes to our 1, participate in the determination 
of our trade, commerce, and tariff policies. 

The Constitution of the United States directed that that be”done 
by the people of the United States through their elected representa- 
tives in the Congress. 

In other words, the Constitution of the United States intended 
that, in this year of 1956, there would be 531 American votes and not 
1 single foreign vote on matters affecting our national economy. 


The powers affecting our national economy were placed exclusively 
in the hands of Congress, ee every State, community, and 


precinct in the Nation. That was to keep the economy in the hands 
of the people, specifically our own citizens. 

Citizens, native-born or naturalized, alone have the right to vote 
and choose their representatives in the Congress. 

Foreigners do not have voting rights in these United States. 

But foreigners, with the consent of Congress, will have 34 votes to 
our 1 vote in determining policies which the Constitution delegates 
exclusively to American citizens, if Congress approves H. R. 5550. 

As a matter of fact, foreigners have 34 votes to our 1 vote right now 
in the regulation of our commerce and our tariff structure, which means 
the regulation of our national economy. 

They attained this power through GATT. 

GATT has been meeting in foreign countries for the past 8 years, 
and had 2 preparatory meetings, also in foreign countries, Saews 
that. It is holding its 10th session in Geneva, Switzerland, right now. 

It will continue meeting for at least 2 more years, or until the Trade 
Agreements Act is repealed, regardless of what this Congress does 
about H. R. 5550. 

I dropped in on GATT at Geneva during my inspection trip last 
fall in Europe and a part of Asia. 

GATT was not in session so I had no difficulty. I was received 
amiably enough by the Permanent Executive Secretary. I understand 
he bas been at this key post as long as GATT has been functioning. 
He is a fine gentleman, a Britisher as befits Britain’s overall voting 
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strength, and I am certain that he is serving the interests of the 
British Commonwealth to the best of his ability. His name is Eric 
Wyndham-White and if he has not been knighted he should be. 

I think he was a little surprised to find a mere United States Senator 
calling on him. If there were any Americans there at headquarters 
but myself they did not so identify themselves to me. 

A major distinction between GATT and the Trade Agreements Act 
is that Congress has never formally recognized its existence. Congress 
knows it is there but has preferred to ignore it. Hundreds of factories, 

lants, mines, and industries know it is there too, because they have 
bea its victims. The Congress has ignored them too. 

The administration ignores them when it submits this bill, H. R. 
5550. It ignores what it chooses to call GATT’s substantive provi- 
sions, meaning all its activities, operations, and dictates during the 8 
years it has exerted powerful influence upon our foreign trade and 
commerce and upon our tariff structure. 

Every determination, every protocol and finding GATT has made, 
no matter how destructive to our national economy and its segments, 
has been uniformly accepted and proclaimed by our executive branch 
since January 1, 1948. 

That is quite a record, but it indicates how helpless the Chief 
Executive is under such international manipulation. 

GATT has arranged some 60,000 concessions, we are told, all of 
which we have acknowledged, many of them concessions by the 
United States, but not one thing has GATT ever done to help a 
stricken United States industry or its workers. 

GATT protocols, which are what their decisions and decrees are 
called, are not subject to veto, at least none ever have been vetoed. 

In the 140 years that Congress regulated foreign commerce and 
wrote the tariff laws, as the Constitution prescribes, the President 
had one constitutional power over Congress that he could always 
exercise. He could exercise the veto. 

Congress could sustain the veto or pass the legislation over the 
President’s veto. Final decision rested in the hands of the elected 
representatives of the people. 

The President oad, veto legislation passed by a majority of Con- 
gress, but he does not veto protocols signed by 34 foreign nations, or 
a voting majority of those 34 foreign nations. 

The Constitution gave Congress the power over the domestic 
economy for reasons I have previously stated. 1t gave to the Execu- 
tive power over our foreign relations, subject to approval by a vote 
of two-thirds of the Members of the Senate present. 

A Congressman who misused that constitutional responsibility and 
authority and who did not serve the economic interests of his consti- 
tuents to the best of his ability did not stay in Congress very long. 
The voters would check him out. 

A bureaucrat who misuses power—he has no constituency—stays 
on forever; at least that seems to be the record, with few exceptions, 
in the State Department. He stays and stays and the voters can’t 
get at him. 

That is one reason bureaucracy likes to take on more and more of 
the powers vested by the Constitution in the legislative branch, and 
it might be a reason some Members of Congress are willing that 
bureaucracy do it. 
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For the past 22 years the executive branch of our Government has 

been asking Congress to turn over its constitutional responsibilities 
to an appointed bureaucracy. 
- Tt asked Congress to do that when the 1934 Trade Agreements Act 
was passed, and Congress, or a majority of Congress, consented, 
although 10 members of this same committee, the Committee on 
Ways and Means, called the trade agreements bill unconstitutional 
and un-American. Read the report of that committee. 

Read the report and the hearings and you will note that only 
separate bilateral agreements were contemplated, negotiated between 
the President of the United States and representatives of another 
country on a quid pro quo basis. 

Between 1934 and April 1947, 29 such agreements had been con- 
cluded of which 27 were still operative in the latter. That represented 
an average of a fraction over two per year, which was not fast enough 
to suit our global planners in the State and Treasury Department. 

So 18 foreign countries, including the Soviet Union, were invited 
by our bureaucrats to participate in negotiations for a General 
Agreement on Tariffs and Trade—at Geneva. Russia did not attend 
but the others did, and that is how GATT was born. 

Nowhere in any Trade Agreements Act is there any authorization 
of multilateral agreements. Nowhere in the act is there any author- 
ization of GATT. 

GATT has pever been submitted to the Congress and it is not 
included in this proposed legislation. 

All extensions of the Trade Agreements Act since GATT was 
created have expressly stated that the act did not and does not 
express approval or disapproval of GATT. In other words Congress 
has specifically stated that it disowns GATT, which was created by 
the President under machinery created by Congress through the 
1934 Trade Agreements Act as extended. 

Yet the State Department spokesmen who have appeared before 
committees of Congress have the effrontery to state that the executive 
branch has participated in the general agreement for 8 years under 
the authority of the Trade Agreements Act. You have heard that 
stated here in this committee. 

You have also heard that whether or not H. R. 5550 is enacted the 
executive branch intends to carry on with GATT just as it has done 
for the past 8 years, 

Of course it does. It usurped the power of Congress, as asserted 
in the Constitution, article I, section 8, and it proposes to continue to 
usurp it. I shall document this a little later on in my statement. 

The same bureaucrats who conceived and projected GATT without 
ae ar or constitutional authority, conceived and projected 
ITO, or the International Trade ization. 

ITO was chartered at Habana, Cuba, on March 24, 1948. Russia 
again was invited but did not attend. Poland attended but did not 
sign the charter. Czechoslovakia attended and did sign. The 

nited States signed, as did many other nations, eager for United 
States markets. 

ITO was to absorb GATT, already in operation and recognized by 
the then President by proclamation. 

ITO was submitted to the Congress. It died in committee. When 
the Congress did not swallow ITO no other foreign country—and 
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there were 57 of them—would concur in the charter. ITO was 
stillborn but its illegitimate twin, GATT, survived. 

GATT and the proposed ITO Charter had been repared previously 
in Geneva, one might say in duplicate. Many of the substantive pro- 
visions are identical. More than 60 percent of the text of the [To 
Charter already was incorporated in GATT before congressional com- 
mittees turned GATT down. 

Most of ITO’s organizational provisions are now incorporated in 
H. R. 550. When ITO died in this committee and in the Senate 
Finance Committee, its illigitimate twin, GATT survived. ITO also 
in a sense survived, although Congress had rejected it. 

The United States Government Manual for 1954-55 still lists the 
United States as participating in the Interim Commission for the 
International Trade Organization, although the State Department 
protests this participation is inactive. 

It should be because the only nation to ever formally accede to ITO 
was Liberia. Now we are confronted with H. R. 5550, a bill to revive 
the ITO under the phony label “OTC.” That is what this bill is. 

GATT, of course, is 60 percent of ITO, but lacks ITO’s organiza- 
tional provisions. This bill before us today would put in the organi- 
zational provisions. 

This bill is limited to the organizational provisions only, not to the 
substantive provisions. 

All of the substantive provisions relating to commercial policy are 
now already part of GATT. They are not being submitted to this 
Congress. 

Secretary of State Dulles has asserted that these amount only to a 
“fraction” of the ITO Charter. 

It is a big fraction. Let us consider how big the fraction is. I 
will quote from one of ITO’s stanchest admirers, a participant at the 
Ito Conference, and at meetings of the preparatory committee to 
that conference, and a former special assistant to the General Counsel, 
Treasury Department. 

I will, in the course of my statement, quote from articles by this 
expert which appeared in the Harvard Law Review in May 1949, and 
in the Harvard Law Review, issue of January 1956. 

The first article was simply titled ‘“The International Trade Organi- 
zation Charter.” The recent article is titled: “An International Trade 
Organization: The Second Attempt.” 

he second attempt is this bill before us here today. 

It is a very real attempt. 

The author, an eminent lawyer and authority, divided his first 
article in three parts. Part I was titled “Substantive Provisions of 
the Charter: Chapter IV: Commercial Policy. Part II was titled 
“Other Substantive Provisions.” Substantive provisions are the 
proves being withheld by the State Department from any action 
»y this Congress. 

They are not included at all in this bill. 

Part 3 is titled ‘Administrative Provisions.’”’ They are in this bill, 

The first paragraph of Part I, ‘Substantive Provisions” reads: 

Chapter IV of the Charter, entitled “Commercial Policy,” is as extensive as all 


of the other substantive provisions combined, and almost all of the annexes and 
official interpretive notes relate to this chapter. Many provisions classified under 
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other headings also deal essentially with this field. The provisions dealing with 
commercial policy constitute the heart of the (ITO) charter. * * * 

That is what Secretary Dulles calls a fraction. 

The ITO expert states further: 

Members of the ITO are uired to negotiate with other members for tariff 
reductions, and the mutual uctions thus achieved are extended to products 
of all other ITO members on most-favored nation eee This seemingly 
cumbersome procedure has many practical virtues, and has proved workable, since 
23 prospective members of ITO, representing the preponderance of world trade, 
have already negotiated and put into operation, by just this procedure, sweepin 
mutual tariff reductions in the form of the General Agreement on Tariffs an 
Trade (GATT). Eleven additional countries are now negotiating with the original 
23, and with each other for accession to the General Agreement. Thus it is likely 
that, before the ITO has officially come into being, the provisions of article 17 
will have been carried out to a large extent. 

The commercial provisions of ITO having been largely carried 
out through GATT, it is no wonder that after Congress rejected 
ITO through its committees, President Truman withdrew it from 
consideration by the Congress. Much of the goal had been achieved 
in GATT, which was never referred to the Congress. 

Instead, the then administration took the position that it could go 
ahead anyway under the assumed authority of the Trade Agreements 
Act, or perhaps it be better said under the pretended authority, for 
the act confers no authority for GATT at all. 

The Trade Agreements Act, under which the administration 
presumes or assumes its authority for GATT, has been encountering 
increasing opposition in recent years. It barely scarped through 
in the House last year under pressure from the executive branch 
which would constitute arrogant lobbying if perpetrated by anyone 
outside the Government, and did not have as easy a road in the 
Senate as it formerly has had. 

This, obviously, has worried the administration. 

It has, imaginatively, pinned GATT to the Trade Agreements 
Act which means that if the Trade Agreements Act were repealed 
GATT would go down the drain. Then my friend in Geneva, the 
permanent Executive Secretary, who so ably protects the interests 
of the British Commonwealth, might be permanent no longer. 

So now we have H. R. 5550 with all the propaganda barrels of the 
State Department booming full blast for its enactment. If H. R. 5550 
dies in the 84th Congress, as I hope it will, GATT continues until the 
Trade Agreements Act is repealed. If H. R. 5550 is enacted, GATT 
survives even when and if the Trade Agreements Act is repealed. 

H. R. 5550, therefore, represents only a little insurance that the 
State Department is trying to take out, that this proforeign apparatus 
in Geneva will continue, so that our markets may be divided with its 
members, our wealth distributed on a global basis between them, and 
so we can achieve an international socialistic economic world. 

That is why this bill is here before you today. 

I do not wales Secretary Dulles, who already has testified before 
you. When he appeared before the Senate last fall, shortly after the 
OTC had been signed by our representative in Geneva, an assistant 
Secretary of State—and signed first among the 34 nations then 
assembled there—the Secretary did not know what was in it to begin 
with. He had to refer to the State Department’s own press release 
for his information. 
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I will have more to say about the Secretary later, although I would 
in no way disparage him. He is a very busy man and of course has 
to delegate his functions under the Trade Agreements Act, or assumed 
functions over our national economy, to subordinates. 

Secretary Dulles certainly has enough to do in connection with 
his constitutional responsibilities in foreign relations, which could 
mean peace or war, without having to waste his talents on schemes 
dreamed up by a previous administration to divide and share Ameri- 
can markets, jobs and investments with the foreign nations of the 
world. 

That is what GATT and this proposed OTC amount to, and what 
this bill, H. R. 5550 amounts to. 

We can take this bill and the organizational provisions of the ITO 
Charter and demonstrate that. 

We can take the revised GATT, as secretly done over at Geneva 
in 1955 and demonstrate that. 

We can compare provision for provision the ITO Charter, the 
GATT provisions and this pending legislation, and demonstrate that. 

The 1949 hearings before the Senate Finance Committee on ex- 
tension of the Trade Agreements Act includes a provision by pro- 
vision comparison of ITO and the then existing GATT. The State 
Department, by request of the Senate Finance Committee, has pre- 
pared an analysis of the new GATT provisions, which also may be 
compared with the ITO Charter. 

The State Department, also by request, has compared the organi- 
zational provisions of ITO and the organizational provisions of the 
agreement on the Organization for Trade Cooperation, which are the 
only provisions before you in H. R. 5550, the substantive provisions 
still being withheld from the Congress of the United States. 

It may be a bit difficult to fit these documents together, but I 
assure you it will be worth the trouble, and in doing so you may be 
performing a great service to your constituents. 

I will not attempt to do that in this statement, although I intend 
to fully develop the comparison, or identicality of ITO and H. R. 5550 
should the latter ever reach the Senate and its Finance Committee. 

Instead, I shall merely cite some excerpts from the authority on 
ITO previously mentioned, the former special assistant to the General 
Counsel of the Treasury for International Finance and Trade, in his 
January 1956 article in the Harvard Law Review, titled ‘‘An Inter- 
national Organization; the Second Attempt.’ The article begins: 

The General Agreement on Tariffs and Trade, formulated by 23 countries in 
1947, and now boasting adherence by 35 nations including the leading trading 
as of the world, is the first worldwide general commercial agreement in 

It a originally designed to serve as a temporary expedient until the ratification 
of the draft charter for an International Trade Organization, prepared at the 
Habana Conference in 1947-48, 

After 7 years of experience in GATT’s operations, delegates of the participating 
countries met in a lengthy session at Geneva in 1954-55 and agreed upon a 
major revision of its terms, with a view to its acceptance as a permanent agree- 
ment, and prepared a new separate instrument for the creation of an International 
Organization for Trade Cooperation. 

Note here that title is given as International Organization for Trade 
Organization. Our State Department spokesmen are very careful in 
their testimony to drop the “‘International,”’ which does not now have 
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as popular connotation as it did some years back. The United 
States has been internationalized to about the maximum extent our 
economy can withstand. 

When the ITO Charter failed of ratification— 
the analysis resumes— +: 


GATT remained as a positive achievement, in the field of trade, of the ambitious 
postwar vision of world cooperation in the political, economic, social, and cultural 
spheres which spawned the United Nations and its various subsidiary and affiliated 
specialized agencies. 

GATT is only a truncated version of what was to have been the ITO, but it 
includes the heart of the abandoned charter. 

So there you have it. GATT is ITO without the organizational 
provisions. H. R. 5550 supplies the organizational provisions. 

The former Treasury Department official who had a hand in shaping 
ITO adds significantly that ‘the 1955 revision of GATT adds a few 
of the ITO provisions omitted from the original (GATT) text. 

In other words, GATT, cast in the image of ITO, is fast becoming 
ITO itself. 

One of the most interesting new GATT provisions is article XXIX, 
which was article 17 in the repudiated ITO Charter. 

This article provides that GATT itself may sponsor multilateral 
negotiations to reduce tariffs, and that, furthermore, it shall do so 
from time to time. 

The old GATT imposed no obligations on its members to make 
further tariff reductions nor did it initiate tariff cuts itself. 

This, of course, explodes the State Department thesis that the 
President conducts tariff negotiations on his own initiative under the 
authority of the Trade Agreements Act. 

GATT will now do that for him on its own authority, an authority 
which the President cannot veto. 

Of course this will be unconstitutional, just as the Trade Agreements 
Act is unconstitutional. 

Article I, section 8, of the Constitution specifically prescribes that 
tariffs and the regulation of foreign commerce are exclusive responsi- 
bilities of the Congress. 

This new action by GATT has received full approval by the State 
Department, and has been signed by a representative of the State 
Department at Geneva. 

It has not been presented to the Congress in H. R. 5550 or in any 
other manner, and Secretary Dulles has stated that the State Depart- 
ment or the Chief Executive do not intend to submit it to the Congress. 

The scheme to transfer the constitutional responsibilities of Congress 
to an international authority, has been long in the planning and is being 
achieved in progressive stages. 

The first step was for the executive branch and particularly the 
State Department to obtain control of the national oes from the 
Congress, to which that responsibility had been vested by the Consti- 
tution, article I, section 8. This control was achieved through the 
Trade Agreements Act in 1934. 

The second step was to surreptitiously and ny involve the 
United States in an international apparatus meeting only on foreign 
soil and always in executive session so that American businessmen, 
investors, and labor would have no voice or vote in matters affecting 
their economy, and no knowledge of what foreign delegates to these 
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secret sessions were doing to them, until after its acts had been signed, 
sealed, and delivered. This step was achieved through GATT, 
which was “proclaimed” by President Truman on December 16, 1947, 
to take place 16 days later, without submission to the Congress. 

The third step was to bring GATT out into the open and enlarge 
it slightly through another international organization, the ITO. 
The charter for ITO was signed March 24, 1948, at Habana, Cuba, 
W. L. Clayton and Clair Wilcox signing for the United States. 

Eric Wyndham-White, the Englishman now Permanent Executive 
Secretary to GATT, signed for the United Nations Conference on 
Trade and Employment. ITO was stillborn but GATT was very 
much alive, operating surreptitiously as always and without sanction. 

The fourth step, which is now in progress, is to revive ITO and its 
powers and functions, but under a new label, the International 
Organization for Trade Cooperation, and to empower it with super- 
visory functions over the new ITO-type GATT. 

It has all been cleverly and adroitly planned, and the initial planning 
was not done by this administration but by the two previous ad- 
ministrations. 

It is a plan for world socialism, and I am sorry that the present 
administration has fallen into the same one world economic trap which 
was laid originally by Karl Marx in calling for free trade as an instru- 
ment for social revolution. 

I have been warning Congress and my constituents of this trap 
for the past 9 years. 

On July 12, 1949, on the floor of the Senate, I stated that the then 
Secretary of State Dean Acheson had said: 

It is hardly possible any longer to draw a sharp dividing line between the eco- 
nomic affairs and political affairs. Each complements and supplements the 
other. They must eS combined in a single unified and rounded policy. 

He meant a policy conceived, planned, and executed by the State 
Department, of course. 

Also in that year I quoted Willard L. Thorp, Assistant Secretary of 
State who stated, in testifying before the Senate Finance Committee 
on January 24, 1949: 

The trade-agreements program is an integral part of our overall program for 
world economic recovery. 

The International Trade Organization, upon which Congress will soon be asked 


to take favorable action, provides a long-term mechansim * * * each part of 
this program is important. Each contributes to an effective and consistent 


whole, 

The ITO was submitted to Congress and was spurned. Now it is 
back again, with a new name and under new auspices. In place of 
Dean Acheson we now have John Foster Dulles, his successor as Sec- 
retary of State. Instead of Willard L. Thorp we now have State 
Department underlings who have succeeded to his duties. 

But the song is the same, and the plot is the same, and the only 
change has been to call ITO the OTC and present it in a new bill 
H. R. 5550. 

Secretary Dulles appeared before the Senate Finance Committee 
on March 23, 1955, to urge a favorable report by the committee on 
H. R. 1, to extend the Trade Agreements Act. I had the honor of 
questioning him. 
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Excerpts from this interrogation follow: 


Senator Mautone. Mr. Secretary * * * you have a new organization now—let 
us see, what do we call this new organization that has just been formed over in 
Geneva and which we signed, I guess, through Mr. Waugh? 

Secretary DuuuEs. Yes. 

Senator Matong. What is that organization? 

Secretary Duuuxzs. It is called the Organization for Trade Cooperation. 

Senator Ma.Lone. In what way does that differ from the Geneva Agreement on 
Tariffs and Trade that we have had for so long? , 

Secretary Dues. It does not differ from that materially. In the past you 
have had combined in one document, as I understand it, or in one set of documents, 
the rules of trade, the good trade practice rules, which are designed to’ make 
possible the effective implementation of tariff arrangements and then the organiza- 
tional features. They have all been, so to speak, mixed up together. At the 
present time an effort was made to segregate the two. The development of the 
so-called Organization for Trade Cooperation involves the separation out of what 
used to be one set of instruments of those provisions that pertained just to the 
organizational features as distinguished from the trade practice rules. 

Senator Ma.Loneg. The organizational features as I understand them will be the 
only factor in connection with this organization that the Congress will be asked to 
Bees Is that right? 

secretary Duuues. The plan at the present time is to transmit them to the 
Congress with a message perhaps within the next 10 days or 2 weeks. 

Senator Matonsg. That is the organizational features? 

Secretary DuLuEs. Yes, sir. 

* *~ * * * * 


Senator Matone. So that is the reason that you are putting before the Congress 
the organizational features only, so that if the Congress approves the organiza- 
tional features, it is not necessary for it to approve the trade agreements they 
make because the President already has that authority? 

Secretary Duties. The President, in relation to the so-called rules of the 
trade—trade agreement rules—is exercising power which the Congress has 
— delegated to him, therefore it is not necessary to bring it back to the 

ongress. 

However, as far as the organizational features are concerned, the President 
decided that it would be appropriate to bring that to the Congress, of the fact 
that there might be at least some doubt as to whether or not there was delegated 
authority in that respect and he would prefer to resolve the doubt in favor of 
submitting this to the Congress. 

Senator MaLone. Wouldn't that be a relatively simple or unimportant thing? 
In other words, you are operating under the General Agreement on Tariffs and 
Trade organization and we are committed to whatever they do. That is to say, 
they can make these multilateral agreements and we are committed. 

Secretary Duties. You see, the organization does not negotiate these trade 
agreements. The member countries make the trade agreements, so that—I think 
you said the organization made the agreements. That would not be quite 
accurate. It is only the member countries that negotiate the agreements. 

Senator Matone. Of course, but it would be like an association of organizations. 
It would be a technical matter whether you said an organization made it or the 
members made it, but it is made under the auspices of the Organization? 

Secretary Duuues. Yes, it is made under the auspices of the Organization. 


GATT’s new rule XXIX of the 1955 agreement, as previously dis- 
cussed, gives GATT authority both to inaugurate and conduct tariff 
cutting negotiations on its own initiative and from time to time, but 
pooenaera copies had not yet reached the Secretary at the time of 

s testimony. 


Senator Matone. The ITO. International Trade Organization, was turned 
down by Congress, as you will remember, but now this new Organization will take 
the place of No. 3. Do you agree with Mr. Thorp that that about summarizes 
what the whole objective was and is; to use what now would be the FOA to assist 
these countries in a temporary way and use the trade-agreements plan to brin 
about a more evenly distributed trade and to help them in their economic recovery 
Then we will say the Organization for Trade Cooperation in a way would establish 
a permanent organization that would replace or perform the offices of what was 
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originally intended for the International Trade Organization, so that the three 
parts of the program are now anticipated to be about the same as it was then? 

Secretary Du.ugs. First, you asked me whether I agreed with what Mr. 
Thorp said. I never like to express my views in terms of adopting somebody 
else’s language. I prefer to use my own language. 

Senator Matons. You are at liberty to do that. I wanted to bring up the 
subject to see what the real all-out plan is. 

Secretary Du.tugs. Certainly the ITO, that’ was a much more ambitious and 
elaborate plan than is now represented by the GATT. I think it went into all 
sorts of things about labor conditions and matters of that sort. GATT represents 
a small fraction of what was contemplated by the ITO. 

Senator Maton. But it does furnish a permanent organization, if approved by 
Congress, under the auspices of which the nations can gather and perform their 
negotiations toward trade agreements to bring out the very objectives that you 
and I have already discussed here. 

Secretary DuLugs. Yes. 

Senator Matons. And in that regard and in that field, it would replace what 
they had anticipated under the ITO without the trimmings, and you might say 
additional and extraneous subjects attached to it. 

Secretary Dutuzs. Yes; that is generally correct. 


So the ITO is back again, disguised under a new label, but with the 
power to put American markets, jobs, and investments on the block 
to be auctioned off to 34 greedy nations, each with a vote equal to our 
own, and combined with 34 votes to our 1. 

United States taxpayers will, of course, be compelled to pay a 
greater share of the costs of operating this global organization than 
any other nation, while we will be the target for its manipulations 
and machinations. American taxpayers, therefore, will be compelled 
to pay for their own economic wounds or economic ruin. No longer 
will free enterprise in the United States be free, or the independent 
businessman independent. 

Article I, section 8, of the Constitution of the United States will 
have been permanently abandoned, if Congress enacts H. R. 5550. 
So will the people of this Nation. The economic climate will have been 
completely altered and its investment climate stricken. 

For the first time in 140 years, the economic rights of our citizens 
under the Constitution were scuttled when Congress in 1934 enacted 
the Trade Agreements Act. 

Until that time any citizen able to start a business, however small, 
could do so. All that he had to determine was whether he felt that 
business could compete on equal terms with similar business enter- 

rises. 
ri He knew that he would have to pay the same taxes as his competitor 
with like investment, and no more. 

He knew that he would be paying the same wages substantially 
and meeting the same production costs. 

Rs. rest depended on his own initiative, enterprise, and business 
ability. 

A wise and equable tariff policy adjusted to meet the difference 
between wage and production costs in this country and the chief 
competing nation on each product, assured him of equality in compe- 
tition from foreign countries. 

He had equal access, on equal terms, with his competitors, both 
domestic anil foreign, to our own markets, the richest markets of the 
world. Small business prospered. Small business grew. Some small 
businesses became big business, but there was always opportunity 
for new small businesses to become established and prosper. That 
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was the era of our golden investment climate, and investments poured 
into the United States from foreign lands to supplement investments 
by our citizens. 

Investments from overseas came here on an equal footing. They 
went into American raw materials. They went into wages of American 
workers. They helped pay the taxes supporting local, county, 
Federal and State governments. They contributed to the national 
economy and wealth. 

Today, as a result of the 1934 Trade Agreements Act and GATT, 
equality of competition for the markets of America has ended. 

There is a heavy investment flow outward, not inward. More 
than $26 billion in private investment capital has emigrated to 
foreign lands. In these foreign lands it pays for foreign, not American, 
raw materials. It pays wages to foreign, not American, labor. It 
helps pay the taxes supporting foreign governments, not the Gov- 
ernment of the United States. It is contributing to the foreign 
economy and foreign wealth in foreign nations. 

There are only several fields in the United States remaining where 
substantial investments of private capital may be ventured. 

One is the public utility field where investments have the protection 
of a regulated monopoly. 

The other is in enterprises large enough to maintain branch plants 
in foreign countries behind the low-wage curtain, or to exploit the 
raw material resources of these foreign countries, in each case shipping 
and marketing their production back here in the United States, 
These are the Seeuene proponents of free trade for America, although 
in foreign countries they operate behind high barriers protecting them 
from foreign import competition. 

These big business enterprises profit both from cheap foreign wage 
rates, low ps taxes, and free markets in the United States. 

They have enjoyed free and near-free trade under the Trade 
Agreements Act at the expense of American labor, investors, tax- 
payers, and the national economy. 

The Trade Agreements Act is not a permanent act. It has been 
renewed periodically at periods ranging from 1 to 3 years over increas- 
ing opposition, both in Congress and from the people of the United 

tates. 

There is a growing liklihood that Congress before too many months 
or years will consider the interests and the livlihood of American 
taxpayers, workers, and investors above those of foreign financiers 
and foreign producers. When that time comes the Trade Agreements 
Act will be repealed. 

H. R. 5550, if enacted, would raise a double obstacle and barrier to 
return to the Constitution and to sanity and equity in our regulation of 
foreign commerce and the national economy. 

I hope my colleagues in the Congress, both in the House of Repre- 
sentatives and in the Senate of the United States, will reject H. R. 


5550, and instead enact S. 2926, in the interest of America and 
Americans. 
Mr. Chairman, I submit for your record, as a part of my testimony, 
a copy of my Senate bill 2926, which would return to the Constitution 
of the United States in the regulation of our a trade and national 
0 


economy as set down in article I, section 8 of that document. 
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Be it enacted, ete,— 
s DECLARATION OF POLICY 


Sxecrion 1. It is declared to be the policy of the Congress— 

(a) to facilitate and encourage trade with foreign nations on the basis of fair and 
reasonable competition. 

(b) to maintain an investment climate through the principle applying equally to 
the whole country. 

(ce) to provide necessary flexibility of import duties thereby making possible 
appropriate adjustments in response to changing economic conditions; 

(d) to assure the accomplishment of these objectives by returning to the 
provisions of the Constitution (art. 1, sec. 8) in the control over American import 
duties now subject to international agreements. 


RESTATEMENT OF EXISTING IMPORT DUTIES 


Sec. 2. Title I, paragraphs 1 to 1559, inclusive, of the Tariff Act of 1930 are 
hereby amended by repealing the classifications and rates therein contained and 
substituting therefor the classifications and rates obtaining and in effect on the 
expiration of 90 days after the date of enactment of this act, by reason of proclama- 
tions of the President under section 350 of the Tariff Act of 1930 or otherwise; 
and all other acts and si of acts inconsistent with any of the provisions of this 
act are hereby repealed. 


ADMINISTRATION OF TRADE AGREEMENTS 


Sec, 3. Title III, part II, of the Tariff Act of 1930 is amended by adding after 
section 331 the following new section: 


“Spe, 331a. Administration of trade agreements. 


“(a) All powers vested in, delegated to, or otherwise properly exercisable by the 
President or any other officer or agency of the United States in respect to the 
foreign trade agreements entered into pursuant to section 350 of this act are hereby 
transferred to, and shall be exercisable by the Commission, including, but not 
limited to, the right to invoke the various escape clauses, reservations, and 
options therein contained, and to exercise on behalf of the United States any 
rights or privileges therein provided for the protection of the interests of the 
United States. 

““(b) The Commission is hereby authorized and directed— 

(1) to terminate as of the next earliest date therein provided, and in accordance 
with the terms thereof, all the foreign trade agreements entered into by the United 
States pursuant to section 350 of this aet; 

(2) to prescribe, upon termination of any foreign trade agreement, that the 
import duties established therein shall remain the same as existed prior to such 
termination, and such import duties shall not thereafter be increased or reduced 
except in accordance with this Act.” 


PERIODIC ADJUSTMENT OF IMPORT DUTIES 


Sec. 4. Title III, part II, section 336, of the Tariff Act of 1930 is hereby 
amended to read as follows: 


Sec. 336. Periodic adjustment of import duties. 


“‘(a) The Commission is authorized and directed from time to time, and sub- 
ject to the limitations hereinafter provided, to prescribe and establish import 
duties which will, within equitable limits, provide for fair and reasonable compe- 
tition between domestic articles and like or similar foreign articles in the principal 
market or markets of the United States. A foreign article shall be considered 
as providing fair and reasonable competition to United States producers of a 
like or similar article if the Commission finds as a fact that the landed duty paid 
price of the foreign article in the principal market or markets in the United States 
is a fair price, including a reasonable profit to the importers, and is not substan- 
tially below the price, including a reasonable profit for the domestie producers, 
at which the like or similar domestic articles can be offered to consumers of the 
same class by the domestic industry in the principal market or markets in the 
United States. 

“(b) In determining whether the landed duty paid price of a foreign article, 
including a fair profit for the importers, is, and may continue to be, a fair price 
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under subdivision (a) of this section, the Commission shall take into considera- 
tion, insofar as it finds it practicable— 

(1) The lowest, highest, average, and median landed duty paid price of the 
article from foreign countries offering substantial competition; 

(2) Any change that may occur or may reasonably be expected in the ex- 
change rates of foreign countries either by reason of devaluation or because of a 
serious unbalance of international payments; 

(3) The policy of foreign countries designed substantially to increase exports 
to the United States by selling at unreasonably low and uneconomic prices to 
secure additional dollar credits; 

**(4) Increases or decreases of domestic production and of imports on the basis 
of both unit volume of articles produced and articles imported, and the respective 
percentages of each; 

(5) The actual and potential future ratio of volume and value of imports to 
volume and value of production, respectively; 

““(6) The probable extent and duration of changes in production costs and 

ractices; 

“‘(7) The degree to which normal cost relationships may be affected by grants, 
subsidies (effected through multiple rates of export exchange, or otherwise), 
excises, export taxes, or other taxes, or otherwise, in the country of origin and 
any other factors ether in the United States or in other countries which appear 
likely to affect production costs and competitive relationships. 

“‘(e) Decreases or increases in import duties designed to provide for fair and 
reasonable competition between foreign and domestic articles may be made by 
the Commission either upon its own motion or upon application of any person 
or group showing adequate and proper interest in the import duties in question: 
Provided, however, That no change in any import duty shall be ordered by the 
Commission until after it shall have first conducted a full investigation and pre- 
sented tentative proposals followed by a public hearing at which interested 
parties have an opportunity to be heard. 

“(d) The Commission, in setting import duties so as to establish fair and reason- 
able competition as herein provided, may, in order to effectuate the purposes of 
this act, prescribe specific duties or ad valorem rates of duty upon the foreign 
value or export value as defined in sections 402 (c) and 402 (d) of this act or upon 
the United States value as defined in section 402 (e) of this act. 

“(e) In order to carry out the purposes of this act, the Commission is author- 
ized to transfer any article from the dutiable list to the free list, or from the free 
list to the dutiable list. 

““(f) Any increase or decrease in import duties ordered by the Commission shall 
become effective 90 davs after such order is announced: Provided, That any such 
order is first submitted to Congress by the Commission and is not disapproved, in 
whole or in part, by concurrent resolution of Congress within 60 days thereafter. 

“‘(g) No order shall be announced by the Commission under this section which 
increases existing import duties on foreign articles if the Commission finds as a 
fact that the domestic industry operates, or the domestic article is produced in a 
wasteful, inefficient, or extravagant manner. 

“(h) The Commission, in the manner provided for in subdivisions (c) and (f) 
in this section, may impose quantitative limits on the importation of any foreign 
article, in such amounts, and for such periods, as it finds necessary in order to 
effectuate the purposes of this act: Provided, however, That no such quantitative 
limit shall be imposed contrary to the provisions of any foreign trade agreement 
in effect pursuant to section 350 of this act. 

*(j) For the purpose of this section— 

(1) the term ‘domestic article’ means an article wholly or in part the growth 
or product of the United States; and the term ‘foreign article’ means an article 
wholly or in part the growth or product of a foreign country; 

(2) the term ‘United States’ includes the several States and Territories and 
the District of Columbia; 

**(3) the term ‘foreign country’ means any empire, country, dominion, colony. 
or protectorate, or any subdivision or subdivisions thereof (other than the United 
States and its possessions) ; 

(4) the term ‘landed duty paid price’ means the price of any foreign article 
after payment of the applicable customs or import duties and other necessary 
charges, as represented by the acquisition cost to an importing consumer, dealer, 
retailer, or manufacturer, or the offering price to a consumer, dealer, retailer, or 
manufacturer, if imported by an agent. . 

“(j) The Commission is authorized to make all needful rules and regulations 
for carrying out its functions under the provisions of this section. 
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r “(k) The Secretary of the Treasury is authorized to make such rules and 
regulations as he may deem necessary for the entry and declaration of foreign 
articles with respect to which a change in basis of value has been made under the 
provisions of subdivision (d) of this section, and for the form of invoice required 
at time of entry.” 

AMENDMENT OF SECTION 337 


Sec. 5. Title III, part II, section 337, of the Tariff Act of 1930 is hereby amended 
as follows: 

(a) Subdivision (a) thereof by striking out the word “President” and sub- 
stituting therefor the words “Tariff Commission.” 

(b) Subdivision (b) thereof is hereby repealed. 

(c) Subdivision (d) thereof is hereby repealed. 

(d) Subdivision (e) thereof is here»by amended to read as follows: 

“(e) Exclusion of articles from entry: Whenever the existence of any such 
unfair method or act shall be established to the satisfaction of the Commission, it 
shall direct that the articles concerned in such unfair methods or acts, imported 
by any person violating the provisions of this Act, shall be excluded from entry 
into the United States, and upon information of such action by the Commission, 
the Secretary of the Treasury shall, through the t heard officers, refuse such entry.” 

(e) Subdivision (f) thereof is hereby amended to read as follows: 

“(f) Entry under bond:. Whenever the Commission has reason to believe that 
any article is offered or sought to be offered for entry into the United States in 
violation of this section, but has not information sufficient to satisfy it thereof, the 
Secretary of the Treasury shall, upon its request in writing, forbid entry thereof 
until such investigation as the Commission may deem necessary shall be completed; 
except that such articles shall be entitled to entry under bond prescribed by the 
Secretary of the Treasury.” 

(f) Subdivision (g) thereof is hereby amended to read as follows: 

“‘(g) Continuance of exclusion: Any refusal of entry under this section shall 
continue in effect until the Commission shall find and advise the Secretary of the 
Treasury that the conditions which led to such refusal of entry no longer exist.”’ 


STATISTICAL ENUMERATION 


Sec. 6. Title IV, part III, section 484 (e), of the Tariff Act of 1930 is hereby 
amended to read as follows: 

“(e) Statistical enumeration: The Chairman of the Tariff Commission is 
authorized and directed to establish from time to time, after consultation with the 
Secretary of the Treasury and the Secretary of Commerce, a statistical enumera- 
tion of imported articles in such detail as he may consider necessary and desirable 
to effectuate the purposes of this act. As a part of each entry there shall be 
attached thereto or included therein an accurate statement giving details required 
for such statistical enumeration. The Secretary of Commerce is hereby author- 
ized and directed to make such reasonable and proper digests from, and compila- 
tions of, such statistical data as the Chairman requests. In the event of a dis- 
agreement between the Chairman and the Secretary of Commerce as to the reason- 
able and proper nature of any request the matter shall be referred to the President, 
whose decision shall be final.” 


REVISED TEXT OF TARIFF ACT 


Src. 7. The Tariff Commission, as soon as practicable, shall prepare and cause 
to be printed as a public document available for public distribution a complete 
tevined’ text of the Tariff Act of 1930 as amended: Provided, That all acts or parts 
of acts conflicting herewith are hereby repealed. 


EFFECTIVE DATE 


Src, 8. This act shall take effect upon the expiration of 90 days after the date 
of its enactment; but no foreign trade agreement shall be entered into under section 
350 of the Tariff Act of 1930, as amended, after the date of enactment of this act. 


The CHarrman. We thank you, Senator, for your appearance and 
the information given to the committee. 

The next witness is Mr. George L. Bell and Charles P. Taft. Come 
forward, please, gentlemen. 

Mr. Bell, please give your name, address and the capacity in which 
you appear, for the record. 
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STATEMENT OF GEORGE L. BELL, PRESIDENT, COMMITTEE FOR 
A NATIONAL TRADE POLICY 


Mr. Bett. My name is George L. Bell. I am appearing as Presi- 
dent of the Committee for a National Trade Policy, with headquarters 
in Washington. 

Mr. CuatrMANn. I am sure in view of the appearances representatives 
of our committee have made before this Ways and Means Committee 
in the past, in connection with the reciprocal trade agreements pro- 
gram, our position is well known. However, 1 wish to make just a 
brief statement affirming the fact that we believe that H. R. 5550 is 
an essential and important part of this trade program. 

1 will make just a brief statement affirming our position, and Mr. 
Taft will follow, taking up questions that we feel have not, perhaps, 
been fullv answered to the satisfaction of the committee and, of course, 
we will answer any other questions the committee may wish to ask, 

The Cuarrman. You may proceed, Mr. Bell. 

Mr. Beti. The Committee for a National Trade Policy is an organ- 
ization of businessmen who believe that the expansion of world trade 
through a gradual and reciprocal reduction of barriers to trade is 
essential to our own prosperity and security, and to that of our free 
world allies. 

Organized in the summer of 1953, the committee draws its support 
from members of both parties, and from many different segments of 
American industry, large and small. 

The committee favors a United States trade policy based on the 
broad national interest, rather than on particular and special interests 
of individual groups, areas, or industries of the United States. For 
this reason, it is particularly gratifying to us that, in spite of their 
differing views on domestic policies, the chief agricultural and labor 
organizations in the country, and a number of the most important 
civic and women’s groups, which, among other things, represent mil- 
lions of consumers, together with business and professional organiza- 
tions, have all expressed their support for United States participation 
in the OTC at these hearings. 

Such diverse groups as the Committee for Economic Development 
and the AF IO, the American Farm Bureau Federation, the 
National Farmers Union, the National Grange and the General 
Federation of Women’s Clubs, the Americans for Democratic Action 
and the United States Council of the International Chamber of Com- 
merce, the League of Women Voters and the Commerce and Industry 
Association of New York, the President of the NAM, and the Coop- 
erative League of the USA—to mention only some—have all testified 
here that passage of H. R. 5550 is in the best interest of the United 
States, as well as in the best interest of free world security. 

1 would like to call special attention to the fact that the three farm 
organizations, who differ so widely on many domestic policies, are in 
agreement on OTC. This widespread support, which cuts across the 
usual lines of political and economic opinion, indicates that United 
States participation in the OTC is truly in the “‘national’’ interest. 

The issue before the Congress, as posed by this bill, H. R. 5550, is 
whether the United States will continue the broad lines of trade 
policy embodied in the trade agreements legislation which was 
endorsed by the Congress for the 10th time in 22 years just last year. 
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For the GATT and the OTC are a concrete expression of the trade 
agreements program, They give force and effect to the only trade 
policy which is possible and practical if the best interest of the whole 
nation is to be served. 

Those opposed to this bill, H. R. 5550, are well aware that their 
attack on OTC is in reality an attack on the trade agreements program 
and on the policy it represents. They are equally aware that defeat 
of H. R. 5550 would go far to cripple that program and that policy— 
an accomplishment they have been unable to achieve by direct assault. 

Thus, however we, ourselves, may interpret either failure to ap- 
prove, or a disapproval by Congress of our membership in the Organi- 
zation for Trade Cooperation, we may be sure it will be interpreted 
by the rest of the free world as a definite swing away from the policy 
of cooperation we have followed in this field for a great many years 
and toward a policy characterized by less cooperation, less stability, 
and less concern for the welfare of our allies. 

The Presidential messages this committee has received and the 
testimony it has heard from Cabinet officers, have emphasized in the 
strongest terms the importance of this issue to the United States and to 
our leadership in the free world. 

The Congress is not being asked to break new ground in approving 
this bill. There is no request for the delegation to the Executive of 
new substantive authority. There is no reduction of tariff rates 
involved. Instead, the Congress is being asked to reconfirm its own 
policy by approving United States membership in an organization 
which will enable that trade policy to be carried out more effectively. 

Important though that action will be in a practical sense, it is even 
more important in a psychological sense. As nearly all who have 
testified in favor of this bill have said, the free world is waiting for 
this further affirmation by Congress of its belief and confidence in the 
program and policies it has been following, and of its desire to pursue 
trade cooperation rather than to return to the trade warfare of the era 
following the First World War. 

We. urge the committee to give careful attention to the views 
expressed by these witnesses testifying in behalf of H. R. 5550, to 
their essentially nonpartisan expression and to the practical unanimity 
with which they regard the consequences of a congressional failure to 
approve United States membership in OTC. 

We would ask the committee to consider thoughtfully the grave 
implications of a rejection of this bill and to ask itself whether it is 
prepared to accept the responsibility of recommending such a course 
to the Congress. 

Mr. Chairman, that finishes a brief statement of our position. Our 
General Counsel, Mr. Taft, will take up, as I said, questions which we 
feel have not, perhaps, been fully answered, and will answer any 
different questions the committee may have. 

The CuatrMaAn. Does that complete your statement, Mr. Bell? 

Mr. Bei. That does. 

The CuatrmMan. We thank you for your appearance, and the infor- 
mation given the committee. 

Without objection, you just continue to sit there and we will now 
re Mr. Taft, since you gentlemen are appearing together. 

r. Taft, we are very glad to welcome you to the committee, and 
ask you to follow the usual custom and please give your name, 
address and the capacity in which you appear, for the record. 


75018—_56——70 
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STATEMENT OF CHARLES P. TAFT, GENERAL COUNSEL, COM- 
MITTEE FOR A NATIONAL TRADE POLICY, INC. 


Mr. Tarr. Mv name is Charles P. Taft. I am the General Counsel 
for the Committee for a National Trade Policy. 

The Cuarrman. I know you usually prefer to stand, so exercise 
your own preference; either stand or be seated, and you may proceed. 

Mr. Tarr. In view of Mr. Hale’s statements, or at least what he 
quoted, I should like to offer for the record, without reading it, an 
article from Barron’s, of February 20, 1956, which analyzes the profits 
and sales of the textile companies, quite a large group of them, in- 
cluding, I think, some from his area. 

The CuainMan. Without objection, it is so ordered. It will be 
included in the record. 

(The article referred to is as follows:) 


[From Barron’s The Business Front] 
TrextTILE ComMEBACK— SALES AND Prorits ARE THREADING THEIR Way Upwarp 
By Joseph V. Sherman 


Textiles, long one of the chronic trouble-spots in the United States economy 
seem to be continuing this year their good recovery of 1955. Production and 
more important, unfilled orders, are up; inventories are at reasonable levels; and 
prices are generally firm. Most producers expect this pleasant picture to con- 
tinue at least through the first half of the year. 

Overall industry figures released recently by the Securities and Exchange 
Commission point up the extent of the 1955 rebound in textiles. At the 9-month 
mark, sales of mill products were up sharply—to $9,734 million from $8,472 
million for the corresponding period of 1954. Net profits scored an even better 
advance, more than tripling, to $247 million. The latest Department of Com- 
merce figures indicate that the improvement also continued into the fourth quar- 
ter of 1955. Textile sales in November were better than in October and well 
ahead of November, 1954, while inventories showed little change. 


RESULTS NOT UNIFORM 


Although all major divisions of the textile industry did better last year, the 
results were far from uniform. Cotton, the most important fiber, showed the 
smallest relative increase, while the new synthetics had | the sharpest gain. The 
increases in 1955 consumption over 1954 were: cotton, 6.3 percent; wool, 9.5 per- 
cent: silk, 12.5 percent; rayon and acetate, 13.8 percent; and noncellulosic man- 
made fibers, 33 percent. Last year, for the first time, production of the new 
synthetic fibers passed wool consumption. 

Recent months have seen a definite step-up in the tempo of cotton mill activity, 
a quickening of orders in most categories and a sounder ratio between mill stocks 
and unfilled orders. Distribution channels are said to be normal. The price 
structure, while still lagging, is considered stronger than a year ago, and mill 
margins have improved. 
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Textile and apparel companies sales and earnings data 
[000 omitted] 
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1955 1955 


Nine months ended Sept. 30: 
American Enka Corp.!.............-. 
American Viscose Corp 
Bates Mfz. Cs2 
Celanese Corp. of America 
Cluett, Peabody & Co 
M. Lowenstein ‘& Sons, Inc. 
Textron American, In 
Full fiscal years: 
Beaunit Mills, Inc.3._..............-- 
Berkshire Hathaway, Inc.* _........- 
Burlington Industries, Inc$........... 
rn ae cdecabemexteaanag 
Manhattan Shirt Co.8__.............- 
reapers I icin ntccadclcm inate 
J. P. Stevens & Co!.................. 
United Merchants & Mfrs§__.......- 
West Point Mfg. Co.'_............-..- 
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136 weeks ended Sept. 11, 1955, Sept. 12, 1954. 6 Fiscal years ended June 30. 

3 36 weeks ended Sept. 10, 1955, Sept. 11, 1954. 7 Fiscal years ended Oct. 29, 1955, Oct. 31, 1954. 
§ Fiscal years ended March 31. § Fiscal years ended Aug. 27, 1955, Aug. 28, 1954. 
4 Fiscal years ended Sept. 30. ® Deficit. 

§ Fiscal years ended Oct. 1, 1955, Oct. 2, 1954. 


Cotton mills turned out an estimated 10,100 million yards of broad woven 
goods in 1955, against 9,763 million in 1954. Nevertheless, stocks of cotton 
broad woven goods at the end of November, 1955, were equivalent to only 3 
weeks’ supply, compared with 4 weeks’ the year before. The backlog of unfilled 
orders at the close of last November was equivalent to 12.9 weeks’ production, 
over 50 percent above the 8.5 weeks’ of a year ago. Cotton trade circles consider 
1956 prospects as “‘moderately’’ promising. 

The wool people are also more optimistic. Production of wool apparel fabrics 
for 1955 is estimated at 305 million linear yards, a 20 percent increase from 255% 
million yards in 1954, which, incidentally, was one of the worst years in the wool 
business. Unfilled orders at the beginning of 1956 were up 35 percent from 12 
months earlier, while inventories were 10 percent lower on the basis of a sample 
taken by the National Association of Wool Manufacturers, representing about 
half of the industry. Trade reports indicate that wool mills are sold up to the 
summer. The improved outlook stems from several factors, including a reduction 
in supply which has taken place in recent years, and better business in apparel. 
The prospects of wage increases in coming months also has caused some tendency 
to place orders in advance. 

roduction of rayon and acetate in 1955, including tire yarn, totaled 1,261 
million pounds, up 16 percent over 1954, and only 2% percent below the all-time 
high of 1951. Total shipments of rayon and acetate by producers in 1955 were 
1.2 million pounds greater than output, so that their stocks declined to 86.4 
million pounds at the end of the year. Rayon yarn output increased 25 percent, 
acetate yarn was up 16% percent and rayon staple up 8% percent. Acetate staple, 
however, was down 14 percent. 

Output of the newer manmade fibers, including nylon, the acrylics, polyester 
fiber, saran, and other chemically-made fibers, reached a new peak of over 457 
million pounds last year. This included 78 million pounds of textile glass fiber, 
which was reported separately for the first time. 

Reflecting the brighter industry-wide picture, the major textile companies not 
only report improved operating results, but most of them also look for the recent 
upturn to continue. These include such representatives of the various industry 
divisions as American Enka Corp., American Viscose Corp., Bates Manufacturing 
Co., Beaunit Mills, Berkshire Hathaway, Burlington Industries, Celanese Corp. 
of America, Dan River Mills, M. Lowenstein & Sons, J. P. Stevens & Co., United 
Merchants & Manufacturers and West Point Manufacturing Co. 

For example, J. P. Stevens, one of the largest and most diversified of textile 
companies, enjoyed a 16 percent gain in sales and a 139 percent increase in earn- 
ings for its fiscal year ended October 29, 1955, over the previous 12 months. 
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Officials note that demand for textile products has increased and in many areas 
seems more nearly in balance with potential supply than it has been for a number 
of years, except for wartime and war booms. They point out, too, that pro- 
ductive capacity for cotton goods has been trimmed sharply over the past 30 years, 
with the number of spindles declining from 36 million in 1921 to 21 million today. 

There has been an even more drastic liquidation of facilities for the manu- 
facture of woolen goods: since the war more than 150 woolen and worsted mills 
have gone out of business, while only a few new ones have been bvilt. Stevens 
officials say that although competition is particularly tough in man-made fibers, 
there are still excellent opportunities in that field. The company is putting 
renewed emphasis on merchandising, and believes that it is in a stronger position 
than for several years past to share in the improvement in business, 


FAVORABLE YEAR 


Burlington Industries, Inc., the biggest company in the textile industry, with 
volume over $500 million in its past fiscal year, reported continued gains in sales 
and earnings in its first quarter, ended December 31, 1955. Sales of $179 million 
compared with $127 million a year previous, and net of $8.2 million, which included 
$3.7 million nonrecurring profits, was up from $4.2 million. Its forecast for the 
balance of the year is ‘“‘reasonably favorable.” 

Burlington officials cite several reasons for their appraisal: the industry has 
been operating at close to capacity, on a three-shift basis, without building up 
too much inventory. Also, intensive competition within the industry has been 
eliminating marginal producers, and the poor return on investment in recent 
years has minimized new plant construction; in fact, there is 8 percent less textile 
machinery in place today than there was in 1942. Burlington, the largest 
manufacturer of fabrics from man-made fibers, also. sees wider markets for its 
products from the chemical industry. New man-made fibers continue to be 
introduced and older ones strengthened and improved by dyes and finishes, 
which increase the variety and versatility of fabrics. 

M. Lowenstein & Sons is another textile firm which has been making new 
records. Sales for the 10 months ended Oct. 31, 1955, were $266 million—the 
highest in its history; they compared with $225 million for the like months of 
1954. Earnings of $3.68 per share of common shot up from $1.94. Lowenstein’s 
unfilled orders are now at an all-time high, and management looks for increased 
sales and earnings in 1956. 

At Dan River Mills, 1955 sales of $91.7 million were up almost $10 million 
from the previous year, and the highest since 1951, when the Korean war boosted 
textile demand to abnormally high levels. Net income of $3.8 million rose 
35 percent above 1954. This company entered 1956 with a backlog of unfilled 
orders substantially above that of a year ago. 


SALES INCREASE 


Bates Manufacturing Co., which, like Dan River Mills, also does the major 
part of its business in cotton goods, estimates that its 1955 sales ran above $60.6 
million, with earnings above $2 million, or over $1.13 a share. This would eom- 
pare with sales of $53.9 million and net profit of $1.8 million, or 94 cents a s 

in 1954. Unfilled orders at the beginning of 1956 were ahead of those for the 
same time last year. Despite a 12 percent increase in sales in 1955, inventories 
at the year-end were up only 5 percent from 1954. Sales for the first quarter 
of 1956 are showing some gains over the first quarter of 1955. Both sales and 
earnings for the full year 1956 are expected to be ‘“‘moderately’”’ ahead of 1955. 

The largest rayon producer, American Viscose Corp., bounced back sharply 
last year from 1954, as sales Bs tg a $260 million, against $217 million, 
and earnings more than doubled to about $4.65 a share. Company officials de- 
scribe the current order situation as “good,” and inventories in the hands of 
producers as “‘modest.’’ There have been minor adjustments in prices recently, 
with staple shading off to meet import competition, and textile and tire yarn 
moving up in response to costs. Prices appear to be firming, however, and the 
prospect for 1956, on balance is steady. American Viscose expects its physical 
volume to rise 5 percent, or slighlty more, over 1955. With the prospect of 
generally stable prices, dollar volume should follow suit. 

American Enka Corp., a leading producer of rayon yarns, will also report 
fiscal 1955 sales and earnings considerably above 1954. Its current inventories 
of textile yarn are substantially below a year ago. It sees its sales to the textile 
industry in 1956 above 1955, but sales of tire yer, elthough expected to be 
“very substantial,” will depend to a large extent on t happens in Akron. 
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United Merchants & Manufacturers, Inc., manufacturers and distributors of 
textiles, had net earnings of $1.58 per share of common for the first 6 months 
ended December 31, 1955, compared with $1.33 a share for the corresponding period 
of 1954. A company spokesman termed business “‘satisfactory,” but “extremely 
competitive.” The situation in rayon and synthetic fabrics is less satisfactory 
than in cotton, he pointed out. Nevertheless, final results for the current fiscal 
year should compare favorably with last year. 

In general, while the textile industry has shown a considerable improvement 
over the past year, there are both dark and bright factors in the outlook. Among 
the unfavorable ones stressed by a number of firms is the threat of increasing 
foreign competition, particularly from Japan; at the same time, exports have been 
declining. Balanced against those are such favorable factors as the drastic 
reduction in textile productive capacity over the past 3 decades, the steady 
growth in United States population, which is adding new textile customers at 
the rate of around 7,500 every day, and the development of new products for 
both consumer and industrial uses. 

Mr. Tart. I will review and discuss what seems to be the major 
questions that have arisen in the course of these hearings on OTC 
and the GATT that we believe have not been fully answered. 

First, let me say that the issue before this committee in H. R. 5550 
is not at all the old one of protection versus lower tariff policy. There 
is no tariff cut authorized or in any a. resulting from the passage 
of this bill and its signature by the President. Even the major 
industries that opposed H. R. 1 should find considerable merit in this 
legislation. 

It goes with saying, I would add parenthetically, that it would be 
totally inconsistent to vote for H. R. 1 last year, and refuse to vote 
for H. R. 5550 now. 

There are two reasons why they should do so. First, a great many 
of the industry groups that oppose the Trade Agreements Act have 
substantial exports. In the following cases, their exports exceed by 
a significant amount the imports of competing products. In this 
group fall a majority of the opponents of OTC, including the chemi- 
cal industry, textile industry, electrical machinery industry and the 
coal industry. 

OTC, because it makes GATT more effective, will work for the 
reduction of nontariff restrictions that other countries impose against 
our exports, and particularly the exports of this group of industries. 
Each one of them has been faced in the past in foreign markets with 
quotas or other discriminatory restrictions against their exports. 
Why shouldn’t they be for a bill like H. R. 5550 if they want more 
effective machinery to help remove these discriminatory restrictions 
against their business? 

GATT has already done this for coal. Last year, through GATT, 
we got Belgium and Germany to reduce their restrictions against 
imports of American coal, and in 1955 American coal exports were 
35 million tons, up from 15 million tons in 1954. This is a gain in 
one year comparable to the entire loss to residual oil since the peak 
production of 1947 in the United States. 

A second reason why these groups should be supporting this bill, 
rather than opposing it, is that protectionists have always argued— 
and at times with some slight justification—that the reciprocal trade 
agreements program was not as reciprocal as it might be, because of 
the fact that other countries used nontariff trade barriers against our 
ane Well, that is what GATT tries to remove, and that is what 
OTC would help do even better than has been done up until now. 
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Why, then, has there been so much opposition—and opposition, 
may I say, of the most fantastic kind? At times, as I reviewed the 
testimony before this committee, I wondered whether the witnesses 
were talking about H. R. 5550. Their descriptions of OTC and what 
it could do, the things that they claimed were in the GATT, the 
ae between our docaabchan and the GATT, are unbelievably 

istorted. 

The vehemence that has been expressed before this committee, 
nevertheless, must have some explanation. I can only guess that it 
must be due to two things. First, the high tariff side lost the fight 
on H. R. 1 and are out to do what they can to get even. 

The second is that the protectionists are anxious to stop any prog- 
ress in our whole trade agreements program and then to reverse the 
historical direction of American trade policy. They will not actually 
be satisfied with anything less than the return to Smoot-Hawley. 
Even beyond that, the omnibus quota bill introduced by several 
Members of this House, which has become the focus of protectionist 
activity, makes Smoot-Hawley look like free trade in comparison. 

But I don’t want to waste your time on the grotesque charges which 
have come before this committee. Rather, I will discuss the reason- 
able questions that have arisen about the OTC and the GATT 
questions which seemed to trouble members of this committee. I will 
start with the OTC and then go on to the GATT itself. 


WHY SUBMIT OTC TO CONGRESS? 


First, the question arises, why has OTC been submitted to the 
Congress? Doesn’t the President already have the authority to 
accept the OTC, in view of the fact that the OTC merely embodies 
the organizational provisions of the General Agreement on Tariffs 
and Trade, and adds to them certain procedural arrangements? The 
answer to that has three parts. 

First, the Randall Commission recommended that the organiza- 
tional provisions of GATT be renegotiated, and then submitted to 
the Congress for approval. There were several congressional Mem- 
bers representative of all viewpoints on trade on the Randall Com- 
mission, and none dissented from this aspect of the recommendations. 

In keeping with the President’s feeling that the Randall Com- 
mission’s recommendations were the charter for his foreign trade 
policy, he decided to submit OTC to the Congress. The Secretary of 

tate has explained that the President regards it as a matter of 
courtesy. 

Second, the President also is relying on the tradition that United 
States membership in international organizations should be approved 
by the Congress. Some of these memberships have come to the 
Senate in the form of a treaty, but many were authorized by a bill 
or joint resolution. OTC involved an organizational entity to ad- 
minister a trade agreement, and therefore, the proper place for it to 
come was to the Congress, beginning in this House and in this com- 
mittee. 

Third, since it is an organizational entity and since it will require a 
budget with financial contributions from each of the members, the 
United States’ contribution should be authorized by the Congress. 
The bill contains the authorization provision for the contribution of 
funds to the budget of the OTC. 
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DOES APPROVAL OF OTC MEAN APPROVAL OF GATT? 


The question arises—why do we need OTC if the GATT is workin 
already? Isn’t OTC really an indirect way of getting congression 
approvalof GATT? ‘These are two questions, and I will answer them 
separately. 

The answer to the first is that there hasn’t been a permanent organi- 
zational arrangement for the administration of the GATT. Through 
the 8 years of its life, the agreement has been administered, so to 
speak, by “temporary’’ staff on loan from the contracting parties, 
so there hasn’t been as effective an administration as is certainly 
desirable; for example, the absence of any adequate statistical reports. 

Then, you ask, is approval of OTC an approval of GATT? The 
answer here, from a legal point of view, is absolutely no. GATT isa 
trade agreement just like the 29 bilateral trade agreements that were 
concluded after 1934. These trade agreements were entered into 
under the authority which the Congress gave the President in the 
Trade Agreements Act. 

There is, therefore, no need to approve the GATT. It has, in legal 
effect, been approved 6 times by the Congress, for since January 1, 
1948, when the GATT went into effect for the United States, the Con- 
cress has extended the authorizing legislation; that is, the Trade 
Agreements Act, 6 times. 

H. R. 5550 has this direct relationship to the GATT: OTC mem- 
bers will be able to do the following things: (1) Interpret GATT’s 
provisions; and (2) grant waivers or releases from obligations under 
GATT. Note that neither of these is an increase of any obligation. 


OTC VOTING ARRANGEMENTS 


There are other features in the OTC about which questions have 
been raised. One is the voting arrangement; the fact that OTC 
provides for one vote for each country. This has been challenged as 
an impairment of our sovereignty, and a willingness to make us subject 
to the dictation of 34 other countries. 

Let me observe, first, that in the OTC and in the GATT, in every 
really important matter affecting us, we have, in effect, a veto. We 
don’t accept any amendment to OTC and we don’t accept any amend- 
ment to GATT unless we choose to accept them. We don’t engage 
in a tariff negotiation unless we choose to do so. The decision to take 
action under our escape clause or our national security amendment 
is our own decision, and does not require anybody’s approval. 

In what area, then, will the voting arrangements in OTC come into 
play in such a way as to make us subject to the majority opinion of 
the members? The voting provisions, as already stated, also relate 
to interpretations of the agreement, to releasing countries from 
obligations, and to waivers. 

Essentially, these subjects relate to disputes and disagreements 
under the GATT and their settlement. In no way can new obliga- 
tions be imposed on the United States which the United States has not 
undertaken and does not want to undertake. 

Now, what if we were to take the advice of some of the opponents 
of this legislation and have weighted voting arrangements? What 
good would that do? 
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I say that here it would only result in bitterness and acrimony and 
would serve to defeat the whole purpose of GATT. Remember that 
in questions of interpretations of the agreement, there arise matters 
of equity and principle. If the same weight as the larger countries 
have on matters of equity is denied to the smaller countries, then 
that would be tantamount to saying that, by virtue of their smaller 
size and importance in trade, these countries are less competent to 
render an opinion on questions of equity and justice. 

The observation has been made by r. Simpson that the smaller 
countries that are members of the GATT have gotten annoyed with 
us in the past. Nothing would annoy them more—and indeed, it 
might force them out of the OTC—than to deny to them an equal 
voice in deciding questions as to fairness and equity. 

The 1-country 1-vote procedure is, it seems to me, itself, evidence 
of the respect that the OTC arrangement has for the sovereignty of 
each country. I may say I have some fairly strong feeling on thi 
type of question, because my father submitted certain afbitrativa 
agreements in 1911 and 1912 which were rejected by the Senate, but 
which provided for the decision of questions without our having the 
complete veto on it. 

That goes back a long ways. It was right then, and I think it is 
right still. The real question that has been raised is whether other 
countries would not gang up on us in questions of interpretation of the 
agreement. I would say, first, that in the 8 years’ experience of the 
GATT, that has never happened. 

On the contrary, we have been able to exercise the preponderant 
influence in the whole arrangement because of the fact that almost all 
the countries are friendly to the United States and to our objectives. 

Secondly, I would point out, that if the situation ever arises where 
other countries actually gang up on us, then we would be living in a 
different world than the world we are living in now. We would be 
faced with an entirely different political situation in international 
affairs, and if that arose, the simple answer might be that it was time 
to get out of the OTC. 

OTC AND THE UN > 


The second aspect of GATT which has created some concern is the 
peer in Article 11 providing for the possible—not mandatory— 

ut possible affiliation of the OTC as a specialized agency in the 
United Nations. The question has arisen as to whether that would 
be bringing OTC, which is a trade organization, into the political 
field and open it to domination and control by the UN. 

The answer is that OTC could become a specialized agency of the 
UN without an danger that it would come under the domination 
or control of the UN The purposes of any specialized agency’s 


relationship to the UN. are the following: (a) That each agency 
exchange observers to attend the meetings of the others; (b) To 
permit each to suggest items for consideration of the others; and 
(c) To prevent any undue duplication in the collection of trade statis- 
tics, which latter point is, of course, an important one here. 

At the ninth session, the GATT countries specifically rejected a 
proposal by the recat General of the UN for close relationship 


of the UN with GA Documents of the GATT show very 
clearly that they didn’t want a tight arrangement with the UN and 
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rae to maintain the complete autonomy and independence of 
OTC. 

I might say that two of the very distinguished specialized agencies 
of the United Nations, the International Bank and the International 
Monetary Fund, are related to the United Nations, but certainly are 
under no control by it. 


WHAT ABOUT GATT? 


Having gotten over the hurdles of what OTC means, of why it is 
being sent to Congress for ne of why approval of OTC by Con- 
gress cannot mean approval of GATT, and of why the voting pro- 
cedures of OTC are the only ones that are fair, enviable and in keeping 
with the spirit of the agreement—we come now to the GATT itself. 

The first thing about GATT is that it has to do with tariffs. Itisa 
trade agreement on tariffs in which each of the parties has, of its own 
free will, agreed to give concessions on tariffs in exchange for conces- 
sions received. Being the product of a negotiation between sovereign 
states, the proper assumption is that each party is satisfied with the 
quid pro quo for the concessions it gave. 

And, it also follows that each party will be alert to prevent actions 
on the other side which undermine the concessions secured. To pre- 
vent this, the parties agreed to two more provisions: First, that non- 
tariff devices slemed which cut down on expected merchandise exports 
should be outlawed ; and second, since these contracting parties live in a 
real world and not in an ideal one, they agreed to certain exceptions 
to the general rules to take into account the more important special 
circumstances that exist in certain countries, and I may say countries 
large and small. 

hese agreements which protect tariff concessions secured are the 
so-called ‘‘trade rules” of GATT that are contained in part II of the 
agreement. 

These trade rules, which have as their sole objective to avoid 
impairing the tariff concessions that have been agreed upon, are not 
anything new in the GATT. We included such provisions in the 
bilateral trade agreements made after 1934. I might add they were 
not the same in each trade agreement. They varied quite widely. 

Some now claim that the President has no authority to accept 
undertakings with respect to these nontariff trade restrictions. Let me 
merely observe that had the President entered into trade agreements, 
and not made provisions against the impairment of the tariff con- 
cessions, the hue and cry that would have gone up in the Congress 
would have been entirely justified. 

There would have been valid criticism that the President had 
bargained away the protection of American industry and gotten noth- 
ing real in return. This was, and is, a matter of simple prudence and 
intelligent negotiation, and it is authorized by the specific language of 
the Trade Agreements Act of 1934. 

The intent of Congress is completely clear. The very purpose of the 
Trade Agreements Act, as laid down in section 350, is ‘‘expanding 
foreign markets for the products of the United States.’’ This is to be 
done according to section 350 (a) (1), part A, by entering “into 
foreign trade agreements with foreign governments or instrumentali- 
ties thereof.” 
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Section 350 (a) (1), part B, authorized the President— 


To proclaim such modifications of existing duties and other import restrictions, 
or such additional import restrictions, or such continuance, and for such mini- 
mum period, of existing customs or excise treatment of any article covered by 
foreign trade agreements, as are required or appropriate to carry out any foreign 
trade agreement that the President has entered into hereunder. 


Section 350 (c) (1) then goes on to say: 


As used in this section, the term “duties and other import restrictions’ includes 
(A) rate and form of import duties and classification of articles, and (B) limita- 
tions, prohibitions, charges and exactions other than duties, imposed on importa- 
tion or imposed for the regulation of imports. 

The GATT “trade rules” are entirely within the authority of this 
language. Their object is to reduce nontariff trade restrictions so 
= the lower tariffs that have been agreed upon can come into full 
elfect. 

Much has been said about these trade rules and a lot of it has just 
been plain wrong. For example, it is claimed that the trade rules 
have something to do with putting an obligation on developed coun- 
tries to finance the economic development of underdeveloped countries, 

This erroneous conclusion arises from the title of article XVIII, 
which is “governmental assistance to economic development.” 
What that article talks about is special permission to those countries 
to promote their own economic development by the use of import 
quotas contrary to the general rule against import quotas. 

And so it goes all the way down the line. The trade rules are there 
to see to it that the interests and rights of the sovereign contracting 
parties are protected against being impaired by the capricious or 
calculated actions of any of the other parties to the contract. 

Situations may arise, as they do in any kind of contract or agree- 
ment, where a party withdraws part of the benefits it has given another 
party. Obviously, an adjustment must be made. You can call it 
retaliation, but I don’t see how anybody who believes in the sanctity 
of contracts can deny that the other party has a right to withdraw 
something equivalent. 

I want to stop just to present to this committee one of the kinds of 
misrepresentations that have been made on this very point. This is 
a booklet published by the American Tariff League called ‘Trouble 
With GATT, OTC and H. R. 5550.”” 1 am quoting, now, from page 
16, which reads as follows: 

The United States has itself felt the shock of GATT’s stick. ‘We impose 
quotas on cheese in violation,” GATT said, “of the no-quota rule.” GATT 
thereupon authorized the Netherlands to reduce her quota for wheat from the 
United States from 72,000 to 60,000 tons per year. 

That is the end of the quote. What are the facts? GATT didn’t 
do this. We withdrew a concession that we had made to the Nether- 
lands whereupon the Netherlands objected and they said “We want 
to get something back that makes up for what you took away from 
us.” GATT didn’t do this. The Netherlands did it, and they 
propose to reduce their quota on wheat from 72,000 to 60,000 tons 
per year, attempting to make it a compensatory withdrawl to balance 
the withdrawal that cut some of their cheese from going to the 
United States. 

Now, they were not supposed to do this without consultation, under 
the GATT, and so they consulted, but now the most important thing 
about it is that they never imposed the reduction of the quota. It 
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continued at 72,000 tons per year, but you don’t get that from this 
book, I can assure you. 

The beauty of the GATT machinery, in case of disputes, is that it 
does two things. As I have just illustrated, it offers a means for 
consultation and for mediating disputes. ‘Violation’ are certainly 
not all clear-cut cases. They call for negotiation, not arbitrary action. 

GATT now and OTC hereafter, offers this service. That is the first 
point. The second point is, if a dispute gets out of hand, the com- 
pensation or adjustment. imposed by one side, without consultation 
can result in re-retaliation indefinitely. The GATT-OTC machinery, 
by insisting on consultation and agreement, if possible, limits the 
extent of the compensation to the amount necessary to get the con- 
tract back into even balance. 

This works, and there have been 8 years of GATT experience to 
prove it. It works because each country derives benefits from the 
arrangements. 

GATT AND DOMESTIC LAW 


Several witnesses claimed that GATT is the law of the land, just 
like a treaty, and overrides domestic legislation. GATT is not the 
law, and cannot be the law. 

The GATT is an executive agreement, not a treaty, authorized by 
the Trade Agreements Act. It is valid only as far as it is within the 
authority of the Trade Agreements Act. It is valid for us only as far 
as it is consistent with domestic law, including, of course, the Agri- 
cultural Adjustment Act. 

Even if it is consistent with domestic law when executed and 
amended, Congress can change domestic law and leave GATT incon- 
sistent with domestic law, and to that extent, no longer binding on us. 

If the change is in some provision which we agreed to earlier as 
quid pro quo for some concession we got, perhaps the other country 
that gave it will want to take it back. Or perhaps they won't 
bother, which is what the Netherlands did in the cheese case. In 
any event, Congress can and has changed an obligation. 

Let me take two more specific samples, the escape clause and the 
quota provisions. In the case of the escape clause, the GATT clause 
is different from the Trade Agreements Act. The GATT clause— 
and I am sure the committee will see the importance of this language— 
refers to injury to producers, which is broader than our injury to 
industries or parts of industries 

Our clause goes into more detail on injury, but the best qualified 
judgment—and I am no expert on the details of this language—I 
can get holds that the whole GATT clause is inclusive of ours. If it 
were not, ours would prevail. 

In the case of the GATT quota clause, it looks to ultimate elimina- 
tion of quotas. This is in our interest because most of the restrictions 
abroad that have kept our goods out have been quotas. But the 
quotas we use are not violations of GATT because we have a specific 
waiver. If quotas were imposed under the national security amend- 
ment of 1955, this is within the security clause exception of GATT. 
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GATT AND ITO 


Could GATT and, therefore, OTC be made into an ITO? I am 
covering this not because it hasn’t been covered—Mr. William Batt 
covered it very thoroughly—but I have one point in relation to the 
American Bar Association which is why I am going to repeat a little. 
OTC powers cannot be amended without our consent. We have an 
effective veto here, as in GATT. 

But on the main question, let us look at exactly what we are dis- 
cussing. The American Bar Association high command—and this 
did not appear in testimony before this committee, although the 
record of those minutes, I believe, were put in the record; I supplied 
them to Mr. Gardner, and I think he put them in in connection with 
his testimony, and this is what they said: 

The American Bar Association high command refused to let the House of 
Delegates (or the International Law Committee) even debate OTC on the ground 
that an earlier resolution in 1946 or 1947 against ITO thereby included OTC. 
This is plain ridiculous. 

Here is what Mike Hoffman of the New York Times wrote about the 
OTC and the difference from the ITO in his first dispatch from 
Geneva of March 7, 1955: 

Specifically, there is no chapter on “full employment,” none on commodity 
agreements, none on cartels, and no wide-open mandate for the proposed organiza- 
tion to become involved in vague and controversial international economic 


problems such as the promotion of economic development in underdeveloped 
countries. 


The revised general agreement deals only with what is necessary to provide 
tariff stability and common principles for the conduct of trade policy. 

This excellent summary makes clear that the amendments feared 
for GATT are not within its real intent, and are, therefore, contrary 
to the present provisions of article I of the GATT. 

I want to call my next sentence to the very special attention of 
this committee, because this question has been up before. It has 
been suggested that by the process of amendment, OTC could be 
turned into an ITO. I am ealling your attention to the fact that 
the provisions that define the character of the GATT now are in 
article I, and this article cannot be amended by a two-thirds vote, 
but only by a unanimous vote. 

This is, in broad outline, the nature of GATT. It is an agreement 
concerned with tariffs and trade and limited in its scope and purview 
to trade. By ‘“‘trade” is meant merchandise trade, not the whole of 
international trade. 

International trade includes commerce in merchandise, services, 
and financial transactions. GATT has nothing to do with financial 
transactions. GATT has nothing to do with services, as for example, 
with shipping services. It, therefore, has no bearmg on the 50-50 
shipping law as has been alleged. 

Moreover, being limited to merchandise trade, it involves no agree- 
ment on other and broader aspects of economic activity. It cannot 
become the ITO as the American Tariff League has said in its publi- 
cations, although they carefully avoided mention of the word ITO 
in their testimony. 

Much has been made of article I of GATT—just referred to as 
requiring a unanimous vote to amend it—and its reference to “ensur- 
ing full employment.’”’ Paragraph (1) of that article talks about 
general objectives, such as assuring full employment, raising stand- 
ards of living, developing full use of the world’s resources, et cetera. 
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Now, let me read paragraph (2): 


The contracting parties desire to contribute to these objectives through this 
agreement by entering into reciprocal and mutually advantageous arrangements 
directed to the substantial reduction of tariffs and other barriers to trade and to 
the elimination of discriminatory treatment in international commerce. 

This is not quoted in the statements that have been made against 
the GATT. In his January Economic Report, President Eisenhower 
described full employment as one of the cherished goals of our society. 
But he has some pretty clear ideas how to achieve this goal, too— 
which do not include state socialism. Neither does GATT. 

In fact, the argument about GATT being “socialistic” is really 
beyond belief, especially in view of some of the witnesses that have 
testified in favor of it. The fact of the matter is that GATT is the 
antithesis of socialism, state control, and of centralized economic 
planning. GATT tries to get the state and state-imposed controls 
out of foreign trade and make more room for private enterprise and 
the forces of the marketplace, and the ones that are arguing aginst it 
want more state control and not more free enterprise. 

As you read GATT provisions, as the member of this committee 
have had occasion to do over the past 2 weeks, one impression stands 
out, and that is how much like our own traditional trade policy it is. 
That is no accident. We took the leadership in negotiating GATT 
back in 1947. It is the most noteworthy and effective step ever taken 
in international trade to bring free enterprise into the international 
marketplace. 

The Cuarrman. Does that complete your statement? 

We thank you for your appearance and the information given the 
committee. 

Any questions? 

Mr. Reep. I would like to ask some questions. 

The CHarrman. Mr. Reed of New York will inquire. 

Mr. Reep. Mr. Taft, I believe you said that the ultimate removal 
of quotas is one of the purposes of GATT; is that right? 

Mr. Tarr. I said it was one of the objectives of GATT; ultimately 
to get rid of quotas; yes, sir. 

Mr. Reep. We have some pretty stiff quotas, haven’t we, of our 
own? 

Mr. Tart. We certainly do, and I would question whether they 
have provided any economic relief to the people for whom they were 
designed, in the end. 

r. Reep. In other words, you think that our quotas should be 
removed on agricultural products? 

Mr. Tart. No, sir; I don’t say so at all. I say that in some cases, 
the quotas that have been put on have interfered indirectly with the 
foreign markets of the particular American products that are involved. 
There are some cases, for sure, where you have price supports and a 
price support policy in the United States where the imports of foreign 
agricultural products would never be more than a very small percent- 
age—I question if they would get to 5 percent—of the total consump- 
tion in the United States, but they would end up by putting all of the 
domestic products in the Government’s bins and the foreign products 
in the marketplace. Therefore, I have on occasions before this de- 
fended agricultural quotas that are put on in the interest of maintain- 
ing the price support system in the United States. 
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That is the official position of our committee, I may say. 

Mr. Reep. In other words, one of the purposes of GATT, then, 
would be to remove these quotas just as soon as they felt they had the 
power to do it. 

Mr. Tarr. They have not the power to do it, sir, and that is not 
the intent, as I would state it. 

Mr. Reep. That is your opinion. My opinion is that the purpose 
of GATT will be to break down these quotas on tobacco, cotton and 
flaxseed, and various other things. That is one of the first things they 
will begin to strike at because by forcing that issue, they can bargain 
away almost everything and anything. 

Mr. Tarr. Of course, that is your privilege, sir, to believe that. 
I can only say I don’t. 

Mr. Reep. I believe it firmly. 

Mr. Tarr. I don’t, sir. 

The Cuarrman. Any further questions? Mr. King of California 
will inquire, Mr. Taft. 

Mr. Kine. Mr. Chairman, I merely want to compliment Mr. Taft, 
as usual. Whether we agree with him or not;:he gets at the nub of 
the thing where you can have some reasonable expectancy of under- 
standing it. I have been particularly pleased, Mr. Taft, because, as 
you perhaps know—and I don’t suppose it is much different from my 
colleagues—I have interests within my district who are very deter- 
minedly opposed to OTC. 

They have been opposed, of course, through the years to the trade 
agreements, and the series of extensions;that have been voted by the 
Congress. I am going to use your statement to save myself a lot of 
time in composition, and just send it out, because you have touched 
very vitally on the very points that have been organized as bases for 
opposition by myself, at the behest of my constituents, and I think 
that it will be most helpful, and I am thankful to you for setting it 


Mr. Tarr. Thank you very much, sir. 

Mr. Simpson. Mr. Chairman? 

The CuarrmMan. Mr. Simpson of Pennsylvania will inquire, Mr. 
Taft. 

Mr. Srmpson. Mr. Taft, if this bill becomes law, will you hereafter 
interpret that action as an endorsement of GATT? 

Mr. Tart. I think I have stated my position as clearly and accu- 
rately as I could in this statement, Mr. Simpson. 

Mr. Stmpson. You read rapidly. It is a long document. It is a 
bit confusing, and I ask you to restate it. 

Mr. Tarr. What I said was this: That the GATT, in my opinion, 
is authorized by the Trade Agreements Act. Its legal authority and 
legal basis is in the Trade Agreements Act. So far as the OTC is 
concerned, the passage of this bill and the entry into OTC does not, 
thereby, give any additional or different legal authority to the GATT. 

It does provide for two relationships to the GATT which I specified 
in my statement: One, the handling of waivers and of releases from 
obligations; and second, to provide a machinery for settling of disputes. 

Mr. Srmpson. Is it an endorsement of GATT or not? 

Mr. Tarr. I have just answered that, sir. I don’t see why I should 
answer it several times. 
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Mr. Simpson. You haven’t answered whether it is an endorsement 
of GATT. Mr. Dulles had no hesitancy. 

Mr. Tart. I said that it is not the legal basis in any respect or form 
for GATT. It does provide for two relationships to GATT. If you 
consider that an endorsement, that is certainly your privilege. 

Mr. Stmpson. I am asking you the question whether it is an endorse- 
ment or not. 

Mr. Tarr. I have stated what the facts are. I would rather stick 
to the facts. 

Mr. Smmpson. You differ with Mr. Dulles? 

Mr. Tarr. I don’t know. I haven’t read Mr. Dulles’ testimony. 
I have given you my answer affirmatively, and I stand on that. 

Mr. Simpson. Will you give me an answer to this question? Would 
you approve our inclusion in this bill of the so-called caveat which 
states that this doesn’t endorse or criticize GATT? 

Mr. Tart. I would not approve of the insertion of the caveat which 
appears in the three prior trade agreements acts, no. 

fr. Simpson. You state, as I understood you, that our previous 
action has been an approval of GATT, even though we had that 
statement in the bills? 

Mr. Tarr. In my opinion, it has been, but certainly there were 
three before the caveat was in which approved GATT as it stood at 
that time. 

Mr. Stmpson. Will you tell me, please, what GATT ever did for 
the coal industry? 

Mr. Tarr. GATT? 

Mr. Stmpson. Yes. 

Mr. Tarr. Secured from Belgium and Germany a reduction of their 
restrictions on the importation of coal. 

Mr. Simpson. You say GATT did that? 

Mr. Tart. Yes, sir. It was done through the procedure and ma- 
chinery of the Contracting Parties to GATT. 

Mr. Simpson. I challenge that statement, sir. It was done through 
direct negotiations between the United States and individual countries 
without regard to GATT. 

Mr. Tarr. My attention has been called to this: That we made a 
complaint against Belgium and against Germany regarding their re- 
strictions on U. S. coal, and as a result of those complaints in GATT, 
both Belgium and Germany withdrew their restrictions to a sub- 
stantial degree. 

That was done through the machinery that we have a right to use in 
GATT, and I, therefore, am entirely willing to say that GATT helped 
to get it for us. 

Mr. Simpson. I challenge the statement on the technical point that 
it would have been done regardless of GATT, and that GATT did 
not do it. 

I have another question. On page 5, where you state that ‘“Docu- 
ments of the GATT show very clearly that they didn’t want a tight 
arrangement with the United Nations,” and so on. Do you find 
that reference there? 

Mr. Tart. Yes, sir. If you will refer to the basic instruments, 
the greenish book headed ‘Basic Instruments and Selected Docu- 
ments,” and turn to page 237, you will find it covered in No. 14 (b) 
under Article 11, “Relations with the United Nations.” 
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Shall I read it? [Reading:] 
The Working Party took into account a suggestion by the Secretary General 


of the United Nations that the Contracting Parties should consider carefully 


a very close integration of the proposed organization with the central organs of 
the United Nations. 


Whilst agreeing on the desirability of coordination and the avoidance of over- 
lapping, the Working Party felt, having regard to the nature of the General 
Avreement and the functions which the Organization would have to carry out 
with respect to it, that the articles proposed in the organizational Agreement 
represent a more appropriate basis for working out a suitable relationship with 
the United Nations. 

Mr. Simpson. On that point, I only want to say that the word 
“shall” was used in the original draft of the O now before us, 
about which you probably have no information, and could not. That 
was ordauihe changed to “may” as it appears in the bill now. 

I suggest that that indicated an original intent on the part of our 
re make compulsory or mandatory what is now permissive in 
the bill. 

Mr. Tarr. I see no more real objection to having a formal tie 
with the United Nations than we have in the International Postal 
Union, or the Bank for Reconstruction and Development, or the 
International Monetary Fund. 

Mr. Simpson. I know that you don’t, sir, but there are many 
people in the country who do. 

Mr. Tarr. I question whether there are many. 

Mr. Simpson. I don’t want to go into it without knowing what we 
are doing. One other line of a Why do you spend so 
much time talking about GATT? Is GATT before us? 

Mr. Tarr. No, GATT is not before you, except in the two rela- 
tionships that I just gave you in answer to your first question, but it 
seems to me it is high time that the Administration, and the same is 
true of this one or the one under President Truman, more fully 
advised this Congress about the GATT, and it seemed to me highly 
desirable that in anything I had to do with it, I should try to do so. 

Mr. Simpson. That confirms the hope that many of us have had. 

Mr. Tarr. The committee has asked a lot of questions about it. 
I don’t propose to say I don’t know, or that it has nothing to do with 
it. I propose to try to answer the questions, if I can. 

Mr. Srmpson. You are not troubled that way. 

Mr. Tart. I try to be prepared, Mr. Simpson. 

Mr. Simpson. en our Nation passes a law which is contrary— 
and we have the right to do it—to some provision in GATT, GATT 
itself authorizes the injured country, which may complain about our 
legal action, to impose a compensatory levy against us. I would 
refer to page 98 in a book described as “The Seventh Report of the 
Trade Agreement Program,” where the following appears. I am 
referring to this matter which appeared in the booklet you described 
earlier, and it says: 

The Netherlands Government requested permission to take immediate ee 


under article XXIII and asked GATT for authorization to restrict i 
wheat flour from the United States during 1953 in order to compensate for the 
injury it had sustained. 

The Netherlands representative declared that the proposed retaliatory measure 
would be applied only so long as the United States restrictions continued in foree— 
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and the contracting parties authorized the Netherlands to reduce its 
quota on imports of wheat flour from the United States in 1953 from 
72,000 to 60,000. 

I will hasten to add they didn’t enforce it, but in effect, the Nether- 
lands had to go to GATT to get permission to do something which the 
Netherlands, you and I must agree, would have done themselves, 
anyway, but for GATT. 

Mr. Tarr. All I can say is that it was highly desirable to have the 
GATT because otherwise, they were so mad they would have put it 
in effect right away, instead of which they had to go to GATT and 
GATT Sait “Sit down,” and GATT had them cool off, and they never 
did put on the restriction tees United States wheat flour. 

Mr. Stmpson. Under GATT we must discuss with other countries 
as to whether they will permit us to protect ourselves? 

Mr. Tarr. I don’t think we ought to take any action by way of 
compensation or retaliation without sitting down around the table and 
discussing it. 

Mr. Stimpson. With all the world? 

Mr. Tarr. With all the people that are directly involved, and they 
are the only ones that you have in the discussion process. 

Mr. Stimpson. Irrespective of the emergency? Even though na- 
tional defense is involved? 

Mr. Tart. I don’t know of any emergency that works that fast. 

Mr. Stwpson. You don’t? What about our national defense? 

Mr. Tarr. No, I do not, not in this trade field. We have an escape 
clause of our own. We have an escape clause in the GATT and we 
can invoke our escape clause without the requirement that we consult 
in advance with other countries. But even there, we don’t do it 
overnight. We notify them in advance. 

We have a discussion before we do it. ‘The number of cases that 
have arisen affecting our exports is so far greater than the number of 
cases in which we are doing something to protect ourselves that, in 
net balance, it is very much in our interest to have the process slowed 
down so that nobody hits us in the jaw without having to sit down and 
talk about it first. 

Mr. Simpson. If we find it necessary to do something to protect 
our farmers, as we have in any numbr of instance, the very first 
thing we do after the President’s signing is tell the other countries 
of the world that we have done it, and invite them to impose retalia- 
tory measures against us? 

Mr. Tarr. I am enough of a free enterprise man, including farming, 
and that used to be free enterprise, to say the thing that I note most 
about actions that are proposed now is the lack of patience to let the 
economic system level itself, which it does to a very substantial degree. 

I am in favor of some Government intervention, but I think in some 
of these cases we have gone so far that the remedies that we take work 
in the opposite direction. I am talking about farming specifically. 

I am against high supports and I am for flexible supports, which I 
believe is a Republican policy. 
wane r. Simpson. Is there any new authority being granted in this 
>i 


Mr. Tart. No, sir. Well, no new authority that binds us beyond 
what is in the agreement. There is authority to set up a formal 
75018—56——71 
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organization where before, as I described, it was temporary. I think 
this Congress should pass on the organizational provisions. 

Mr. Stmpson. I would like to be a little more specific on that. 
Are you saying that we can’t have a proper administrative body for 
GATT unless we pass this bill? 

Mr. Tarr. It might be done in some other way, but we don’t have 
itnow. That is sure. 

Mr. Stupson. We don’t have it now, but the reason we don’t have 
it 

Mr. Tarr. I don’t think it could be done under the general authority 
of the Trade Agreements Act in the form that is here without the 
desirability, certainly, of submitting it to the Congress. 

Mr. Simpson. That is exactly the point I want to make. 

Mr. Tarr. I can’t understand why you are objecting to having it 
submitted to Congress. 

Mr. Stimpson. I am objecting because it is far more than an admin- 
istrative agency. 

Mr. Tart. I can’t agree with you. 

Mr. Simpson. It is interpretative. You said so yourself. It is 
allowed to interpret what the GATT agreement means. 

Mr. Tarr. Are you saying when you enter a contract that you don’t 
expect to have that contract interpreted? 

Mr. Stmpson. You are describing this as an administrative matter. 

Mr. Tarr. I am describing this as an administrative matter. 

Mr. Simpson. Let’s go back to this point. What authority is in 
this OTC bill that is not now in the executive hands to create a proper 
organizational body to administer GATT? 

Mr. Tarr. I have given you the three reasons why it is submitted, 
Mr. Simpson. One is that you, on the Randall Commission, recom- 
mended that it be submitted, and I don’t know why you take the 
opposite position now. 

Mr. Stimpson. You haven’t answered my question. What new au- 
thority is in this that isn’t in existing law and already in the hands of 
the Executive? 

Mr. Tarr. I don’t think there is any additional legal authority. 

Mr. Srupson. Then why do we have the bill? 

Mr. Tarr. You recommended it, among other things. Why did 
you recommend it? 

Mr. Simpson. Because we wanted the organizational part brought 
before us. 

Mr. Tarr. I think it should be, and that is where it is now. 

Mr. Simpson. They brought other things with it, too. Isn’t the 
real reason you want this approved because it will be interpreted 
internationally as an endorsement of GATT and of the whole foreign 
economic program? 

Mr. Tarr. That isn’t a particularly strong reason with me, because 
I have argued vigorously all the way through that the extension of 
the Trade Agreements Act is an approval of GATT. That is my 
legal opinion, if you want it for free. 

Mr. Stwpson. I have been asking for it. That is what I asked 
originally, whether an endorsement of this would be an endorsement 
of GATT. 

Mr. Tarr. That isn’t what I said. I said that the passage of the 
extension of the Trade Agreements Act is an approval of GATT, and 
that is my legal opinion now and has been for a long time. 
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Mr. Simpson. I give up. That is all. 

Mr. Mason. Mr. Chairman? 

The Cuarrman. Mr. Mason of Illinois will inquire, Mr. Taft. 

Mr. Mason. Mr Taft, I have had for a long, long time a great 
admiration and a great respect for your brother. 

Mr. Tarr. I wish he were on the Finance Committee still, Mr. 
Mason. 

Mr. Mason. I have a very great respect for you, because of your 
great ability and your great knowledge of this subject. I find my- 
self in full accord with your statement that you believe that the 
passage of our Trade Agreements Act and each extension of it has 
been an endorsement of GATT, and it is because I am in full agree- 
ment and have believed that myself that I voted against every 
extension of it, because I didn’t approve of GATT. 

Now, then, you on page 9 made quite a strong point, that article 
1 of GATT doesn’t permit GATT to be amended by a two-thirds 
vote, but by a unanimous vote. : 

Mr. Tarr. Only on the one point, sir. 

Mr. Mason. Yes, on that one point. 

Mr. Tarr. Yes, that is correct. 

Mr. Mason. And that is, of course, a very important point. 

Mr. Tarr. | think you are right. 

Mr. Mason. And you feel that because it must be a unanimous 
vote, we are quite well protected. 1 don’t feel that. 

Mr. Tarr. In that respect, sir. 

Mr. Mason. I don’t feel it because the one man representing us 
on that group, appointed by the President and recommended by the 
State Department, might be Charles Taft, and if it were Charles Taft, 
I would be afraid—I would be definitely afraid—that if the great 
worldwide opinion and desires and needs outweigh, shall be say, the 
welfare of America, the welfare of the coal miners, our textile workers, 
Charles Taft might vote and make it unanimous, and that is why I 
am going to vote against this OTC and any further extensions of the 
Trade Agreements Act. 

Mr. Tarr. Mr. Mason, I would take serious exception to your last 
remark; I really would. I hold the welfare of the United States first, 
sir, and I have always done so, and I am willing entirely to show my 
record to you in any detail on that point, but as to the other point 
that you make, sir, that I might be the one at GATT, I would only 
say that three years’ experience since January 20, 1953, would lead 
me to say that I would not be. 

Mr. Mason. Mr. Taft, of course, I am not saying that in any sense 
to reflect upon your integrity or character. 

Mr. Tarr. I realize that, but you made a statement about my posi- 
tion, and the welfare of the United States that I cannot accept and I 
take serious exception to it, too. 

Mr. Mason. That is why I felt that I must express my doubt about 
this unanimous vote. It could easily be unanimous and yet not for 
the best interests or welfare of this Nation. 

Mr. Tarr. You are talking, Mr. Mason, about a question of chang- 
ing the nature of the OTC. You are talking about a change in the 


nature of the OTC by a change in article 1 toward the ITO or toward 
anything else. 
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I can only call your attention to the fact that the President of the 
United States today felt that he should submit the OTC to the Con- 
gress on his own. I would call your attention to the fact, also, that 
that certainly indicates he would submit any ITO or anything like it, 
and that even President Harry S. Truman submitted the ITO to the 
Congress. 

I don’t think that you are in a position to reflect on the character 
of any President of the United States in the foreseeable future. I 
think he would follow those precedents and he would submit any- 
thing that changed the nature of this particular organization to the 
Congress in just the way that he has submitted H. R. 5550, and his 
representative at the OTC operates under his instruction on any such 
ee matters as Sg are now talking about, for sure. 

it is not Charles P. Taft, or Bill Jones at the OTC. It is Dwight 
Eisenhower as the President of the United States. 

Mr. Mason. I want it definitely understood, Mr. Taft, that in my 
remarks and in my use of your name I was not reflecting upon your 
character, and I certainly wouldn’t reflect upon the character, and in 
20 years I have never reflected upon the character, of our Presidents. 

Mr. Tarr. I think that undermines your argument, then, sir. 

Mr. Mason. I have disagreed with them and I still disagree, and 
I still feel we would not be protected with this unanimous vote 
business. 

That is all, Mr. Chairman. 

The CuarrMAn. Any further questions? 

Mr. Curtis of Missouri will inquire. 

Mr. Curtis. First, I want to express my appreciation for your 
paper. I think it is excellent and there is much that I agree with. 

Mr. Tarr. Thank you, sir. We have tried to meet the questions 
as they came up. 

Mr. Curtis. I appreciate your discussion of GATT because I feel 
just as, incidentally, Mr. Mason feels, and as you have expressed in 
there, that the extension of the Reciprocal Trade Act has been, in 
spite of these caveats, an endorsement of GATT. 

I also feel that to intelligently discuss whether we should go into 
OTC or not, GATT never having been before the Congress, we would 
be derelict in our duty if we didn’t examine what we were strengthen- 
ing. I only wish that GATT were presented to us directly. 

Mr. Tarr. Mr. Curtis, may I comment on that? 

Mr. Curtis. Yes. 

Mr. Tarr. I am sure that you remember that in every renewal that 
I recall, except last year, and perhaps 1954, there was an amendment 
offered to require that every trade agreement should be brought back 
to Congress for ratification. 

This was always vigorously opposed and was always defeated. It 
never carried. ‘To bring GATT back here in any formal way other 
than in the discussion here, which I think is entirely proper and should 
be done—to bring the GATT here for approval as such, would be an 
admission that the amendment should have passed, and I don’t see 
how the administration could do it under those circumstances. 

I don’t know that that idea is in the record, and I thought it ought 
to be presented. 

Mr. Curtis. I am not so much interested in the substantive agree- 
ments that are entered into under GATT as I am concerned about 
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the manner in which we have delegated that authority. I want to 
pick up a couple of specific questions before I ask a couple of basic 
ones. 

On page 10 you give a definition of trade. You say “by ‘trade’ is 
meant merchandise trade,’ and so forth. I was wondering what 
authority you were quoting on that, or is that from a preamble some- 
where? 

Mr. Tart. I think this was just semantics, but I will try to get it 
for you. We will try to find the exact language. 

Mr. Curtis. The reason I asked, of course, is the jurisdiction of 
GATT or the jurisdiction granted to the President is defined by the 
definition of the word “trade.” 

Mr. Tarr. I think I can say that in all past practice, this is the way 
it has been done. I want to get the language to be sure that it is 
limited to that. 

Mr. Curtis. I will go on and then when that information is avail- 
able, you may furnish it. 

Mr. Tarr. Yes, we will get it while you are going to the next 
question. 

Mr. Curtis. You concluded your remarks in reference to this 
charge of GATT being socialistic, and I couldn’t agree with you more. 
I don’t understand what they mean when they say it is socialistic in 
the first place. 

Then you say: 

GATT tries to get the state and state-im eee controls out of foreign trade and 
make more room for private enterprise and the forces of the marketplace. 

I can see that, but here is a syllogism I would like to pose to you: 

Our Government sets up considerable controls over our domestic 
industry in the way of health laws, in the way of labor standards, in 
the way of trusts, method of business organizations, fair-trade prac- 
tices, and so forth, and m my judgment, it is partly because we have 
imposed those high standards on our economic endeavor that we have 
created this great domestic market in this country. 

I have always felt that if other countries would impose similar con- 
trols of that nature, they would develop domestic markets, and I have 
always felt that the big problem in this trade situation lies in this tre- 
mendous gap between our standard of living and these standards of 
living elsewhere. 

Now, then, when it comes to tariffs and other devices that we could 
call barriers of trade properly, a great deal of the argument is that 
they are differentials, not preferentials, to compensate for the stan- 
dards that we have imposed upon our domestic industry. Nowhere 
near those same standards are imposed upon industries abroad that 
would compete. So from that angle, if that were so, and with that 
background (it is an over-simplification, I would say), the suggestion 
that GATT, by trying to — controls, is bringing about a freer 
marketplace i is not necessarily 

It is only if we want to atau the standards that we impose on 
our own industry. 

Mr. Tarr. You and I have talked about this a number of times, 
Mr. Curtis, and I have always been very much interested in the gen- 
eral problem that you raise. Wo do not permit, except in a few in- 
stances, barriers between the States, although there may be almost as 
wide a ‘variation, sometimes, in respect to some of these regulations 
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between States as there may be between us an some foreign country 
with which we compete. 

Mr. Curtis. Yes, but I was referring really to Federal regulations, 
the minimum wage law is a typical example, or some of our health 
standards that affect importations such as hoof-and-mouth diseases. 

Mr. Tarr. I think really the point at which I -would not quite 
agree with your general thesis is this: That the increase in productivity 
brings about at least some of these things as a result, not as a condition 
precedent. Some of these are clearly moral, or they have a very 
definite moral element in them, because I don’t see how the elimina- 
tion, for instance, of pollution of the Ohio River by a chemical in- 
dustry or by a mining operation adds anything to the productivity. 
It doesn’t. 

Mr. Curtis. Oh, yes; it does. 

Mr. Tart. It raises the standard of living. 

Mr. Curtis. I suggest, sir, that there is an economic overtone in 
all of these things; the health of our people is a very important factor 
in our economy, and the fact that our people are the most healthy 
or among the most healthy. 

Mr. Tarr. It doesn’t do that in Cincinnati, quite. We just pay 
more for getting it out of the water after somebody puts it in, and we 
would like to reduce that. It doesn’t affect our health because we 
have to take it out. It adds to taxes and raises the cost of doing 
business in this country. There is certainly something to what I am 
sure is in your mind in part, and that is that we run the danger, 
always, of getting into a high-cost production operation because of 
some of these luxuries in which we indulge ourselves. 

If that is so, we then are in not quite as good a position to compete, 
certainly, with some others, but the standards of living reflect and 
parallel to a substantial degree productivity and productivity is the 
basis of successful competition, and makes it possible for us, even with 
much higher wages being paid than are paid abroad, to produce as 
much per manhour as is produced there in a very large area of cases, 
and after you take into account the additional cost of transportation. 

Mr. Curtis. I regret to say that I don’t agree with you on those 
economic facts of productivity, because I have seen some very inter- 
esting figures on the productivity from West Germany, even Japan, 
with the brand new equipment that they possess in many of these 
areas, but this could go on and on, and I don’t want to dwell on this 
further, other than to bring out that other line of thinking. 

What I essentially want to pick up is the limitation, if any, of the 
congressional delegation of authority to the President. There is the 
area in which I have been concerned. If we are going to delegate 
the President authority in this area—and I think we should—it seems 
to me that that should be quite definite, and I am not sure that it is. 
I note you quote some language, but let me ask you specifically, do 
you think matters of quotas are contemplated within the language 
that you quote at the bottom of page 6 and page 7? 

Mr. Tarr. I think I am correct that the President does not exercise 
the power, if he has it, to impose quotas as part of a negotiation, 
because we have been opposed to the use of quotas. 

His use of quotas—TI think I am correct in this—has been invariably 
under the authority of Congress in some other matter which there- 
upon becomes a trade matter. 
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The quotas that he is talking about there, and the authority that I 
am talking about, is quotas imposed, for instance, by France against 
the importation of our goods. The GATT tries to reduce the use of 
such quotas. 

Mr. Curtis. That is true, but what is sauce for the goose is sauce for 
the gander. If he has that authority, or his representatives have 
authority to negotiate with France on this subject matter, when 
conversely, France would have the authority to negotiate with us on 
that. I would assume that would be correct logic. 

Mr. Tarr. We do not put quotas on in any of our discussions, Mr. 
Curtis. It has not been done, and it is philosophically opposed by 
everybody who has had anything to do with the trade-agreement 
policy in the State Department as far back as I recall. 

I may say even the American Tariff League had been against quotas 
until very recently. 

Mr. Curtis. I am not trying to discuss the substantive feature of 
this thing. I am talking about process. I use quotas as an example. 
I could use monetary exchanges. 

Mr. Tarr. Of course, we don’t impose any monetary restrictions. 

Mr. Curtis. Let’s take it this way: H. R. 1 had definitive language 
as you may recall, and this committee approved it and the House 
approved it, and it was knocked out in the Senate, which attempted 
to do a little more spelling out of what we mean when we delegate 
these authorities to the President, and it doesn’t seem to me that we 
have been very definitive. 

Picking up again on the next step of what the jurisdiction of GATT 
is, I believe you suggest on the top of page 6 that it has to do with 
tariffs. 

Mr. Tarr. That is correct. 

Mr. Curtis. I don’t agree with you, particularly in light of your 
language where you go into GATT itself, and you quote the words 
“trade barriers’ because that is what GATT says. It says “tariffs 
and trade barriers.” 

The words “trade barriers’ could include anything, and I might 
say that from a substantive standpoint, rightly so. It would be 
unintelligent not to, but what, again, are the limits of the jurisdiction 
in this area? 

Mr. Tarr. Mr. Curtis, I think you must distinguish between the 
power of the President and the practice of the President, so far as 
what he does to stuff coming into the United States, as compared to 
the power of the President in negotiation about what other countries 
do about what we send into them. 

You have to have a wide definition, because they invent every kind 
of scheme to substitute for a tariff. 

Mr. Curtis. Exactly. 

Mr. Tarr. That is what the French did after they took their quotas 
off. They got some kind of internal tax. 

Mr. Curtis. I agree with you that that is the practical situation 
we are in, and is one reason why I might easily, even though I am not 
satisfied with the procedural set-up here, for the expediency, vote for 
OTC because I do see that it is the other countries that are imposing 
other restrictions to trade. But I am concerned with the procedures, 
the granting of authority, and I am saying this: That if the President 
and his negotiators can properly regard that as within the jurisdiction 
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of GATT, and within the jurisdiction that has been granted to him, 
even though it is right now for dealing with other countries, the 
opposite side of the coin might face them and the argument would 
be “Well, Congress did delegate it and now it has come time for GATT 
to make agreements that affect our country in these areas of juris- 
diction beyond the point of tariffs, and import restrictions.” 

In other words, what I am wondering is, now that we have reached 
this point where we want to formalize this thing, whether we ought 
to at the same time formalize the jurisdiction so we know what we 
are talking about, and so there isn’t this area of confusion. 

I might be one that would want to give more jurisdiction even 
than is granted now. 

Mr. Tarr. I think the answer to that would be that that is some- 
thing which should be done, if at all, in connection with the extension 
of the Trade Agreements Act. The language that I have given you 
here is the Trade Agreements Act. ATT is authorized by the 
Trade Agreements Act. 

Therefore, it seems to me that is the place. OTC doesn’t add to 
this or detract from it. It administers it. Therefore, I would say 
that whatever is in your mind, and there is some logic in it, if you 
actually don’t want the President to use these, even though he has 
to negotiate against them on the other side, you might say so. Never- 
theless, that, it seems to me, should be done in the extension of the 
Trade Agreements Act. 

Mr. Curtis. I agree with your logic there, and that is where I 
was certainly interested in trying to do it, but I do think in our dis- 
cussions of OTC that if we are going to set up an organization that 
is going to make more effective GATT, it becomes very pertinent to 
know what the limits of its jurisdiction are. 

Mr. Tart. I would only say that the OTC becomes a permanent 
organization for the most part, but the Trade Agreements Act comes 
back here 2 years from now, and therefore, that is the time, I would 
think, that this kind of question should come up and not in connection 
with a neutral body which doesn’t actually include this language in 
any part of its setup. 

Mr. Curtis. I think there is some merit to that argument. I don’t 
believe I entirely agree with it, because I do think it is very pertinent, 
even in OTC, to go into this area. 

The final line of questioning is an area that I am even more con- 
cerned about, because when we delegate authority, the Congress 
delegates authority to the President on any matter. Let’s use the 
example that was used by Mr. Gardner—and I thought it didn’t help 
his case—the delegation of authority over interstate commerce, and 
he said that those were very broad powers, very similar to the powers 
granted in the Trade Agreements Act, but I pointed out to him that 
at the time Congress delegated that authority, they created the Inter- 
state Commerce Commission and formalized the method by which 
the President would exercise that delegation of authority. 

In this area, there hasn’t been a congressional formalization, and 
I suspect one reason that these industries, and labor groups, and 
eee groups who have come before this committee and com- 
plained have a basis of complaint because they don’t know how to 
channel their information to the board of negotiators who, in turn, 
negotiate and affect vitally their industry. I confess.after questioning 
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the witnesses ‘as I have, and getting information from the State De- 
partment, it seems to me there is quite an area that needs to be firmed 
up so that our American interests can present their case so that things 
aren’t done in ignorance. 

That is what disturbs me. 

Mr. Tarr. Mr. Curtis, I would say this: I think your point would 
have merit if actually the description given here of the process were 
accurate. That, I submit, is not the case. The difficulty with the 
witnesses that come here is that they seldom give to this committee— 
and that is one of the reasons I have had to come and testify often 
afterwards—the total figures of the industrial production of their 
industry, the total figures on imports, and the total figures on their 
exports, giving you some chance to determine the part that they play 
in exports, the part that imports play in the entire local situation. 

They, therefore, are very unhappy when their claims as they are 
presented are turned down on the basis of such information. 

Mr. Curtis. May | interrupt a minute? They say that they don’t 
know whetber their claims were turned down or not turned down, 
that they have no way of knowing what happens to the information 
that is presented to them. 

Mr. Tarr. They are trying to say that there should be a full 
disclosure in advance of negotiations. You can’t do it that way. 

Mr. Curtis. You use the adjective “full.” I can see the reason 
for not having a “full” disclosure before negotiating, but I suppose 
there ought to be an area of disclosure for agreement at least on the 
statistics. That is something that I think certainly the industry 
should know, whether or not our board of negotiators have the correct 
statistics. 

Let me ask this question, and maybe this would clarify the area. 
A witness—I think it was yesterday—stated that other countries, 
when they go into the negotiations at GATT, have at hand industr 
representatives who are there in the nature of advisers, and I thin 
it was a textile group that said this. 

They had requested a similar device at one of the trade agreements, 
and had been told that that would come about and then that was 
denied. But the picture they presented was that other negotiating 
nations came there armed with advisers who had the economic infor- 
mation needed about an industry, while our people, the State Depart- 
ment negotiators, did not have that kind of adviser available. 

Mr. Tarr. Mr. Curtis, I would say that everybody on the Govern- 
ment’s side and those of us that are not in the Government, but try 
to get our information accurately, have in the past relied on it from 
the Tariff Commission. I felt it was a very serious mistake at the 
time of the peril-point amendments, I think, when the Tariff Commis- 
sion was forbidden to join in the negotiations. 

It always seems to me that they are the ones that ought to be in the 
middle of. it, and the blame put on the State Department for not 
having the facts or having them wrong would certainly, in the whole 
past history of this operation, come back to the Tariff Commission, 
because when I was involved in the State Department, they always 
got it from the Tariff Commission. Of course, the Tariff Commis- 
sion as well as the Department of Commerce still supply the statistics 
and other information to the negotiators. 
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I was very much disturbed that in the ferrocerium case—that is, 
lighter flints—for the first time that I know of, the Tariff Commission 
did not publish the information on which their judgment was based. 
I don’t know whether that is a new idea with the present Tariff Com- 
mission slightly changed in its complexion, but I think the whole 
theory is wrong, and the Tariff Commission ought to be there with 
all the facts. 

They frequently get information in confidence from an industry so 
they don’t identify what comes from a particular company, and they 
are the only ones who can do it. The other departments don’t have 
it. The Tariff Commission does. 

Therefore, the information ought to be forthcoming from them, and 
additional statistical material from the Department of Commerce, of 
course, but that is where the information comes from and I would say 
that if an industry feels that that information is inadequate, it is its 
own fault, because it has a full opportunity to give it to the Tariff 
Commission and to the Department of Commerce. 

Mr. Curtis. I might say this: I am not trying to cast blame inmy 
inquiries. It is this area that I am trying to examine into and I didn’t 
mean to convey that I was blaming the State Department. I was 
saying these were the complaints. I would say this, though: In 
regard to whether an industry is at fault, I think we tend to forget 
that there are a lot of little industries in this country which are not in 
a position of watching out after their own interests the way a larger 
industry is. 

Mr. Tarr. That is right. 

Mr. Curtis. Having been on the Small Business Committee 
of the House and held hearings all over this country for 2 years back 
in 1951 and 1952, I became aware of that situation, and I think it 
behooves the Federal Government and the Congress, whenever 
we do something in an area that is going to affect our industry, 
to be darn sure we have set up procedures where the little industry 
or the little competitor in there has a chance of getting his informa- 
tion to the Government. 


These bigger outfits have plenty of Spborenniky and plenty of 


know-how to process their cases, and I think you can cast blame there. 

Mr. Tarr. I would agree that when you get away from the sea- 
coast, many of the smaller industries that art well have an interest 
in export and may well be affected by imports, frequently do not 
have a good service available in their communities in this general 
area. 

We have one man in Cincinnati who has 20 or more clients who has 
set up sort of a financing company to deal in this thing, but that may 
not be available in a city smaller than Cincinnati, and cities that 
big may not have equally competent people, so that I would agree 
with you that there may be some ak aaa which would be in 
that situation, but I should think that that would be a rather small 
part of the industries concerned. I may be wrong. 

They are entitled to justice even there; I would say that. 

Mr. Curtis. I want to thank you for your answers on this. This 
is the area that I have been trying to exvlore, and the Congress, 
in my own judgment, needs to explore it a great deal more. I don’t 
know, after the exploration is done, what results we might come to, 
but I think we need a lot more information. Thank you. 
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Mr. Tart. You asked me a question at the beginning and I was 
trying to get the information here. 

Mr. Curtis. Oh, yes. 

Mr. Tarr. I can’t answer affirmatively to language that limits it, 
but I can say this: That all references to trade in GATT are in terms 
of products, and I think that would not include services, and I don’t 
see why it would include shipping, either, except in the sale of ships. 

Mr. Curtis. But the definition you set out is your own inter- 
pretation. 

Mr. Tart. That is correct. It is not from the language, but it is 
justified, I think, from what I just said. 

The CuarrmMan. Mr. Taft, let me inquire briefly, if I may, please. 
Quite a number of questions have been asked in the course of these 
hearings. Our good friend Mr. Curtis has asked quite a number 
of them with respect to procedure. 

Isn’t it true that all of the safeguards and all of the provisions with 
respect to procedure provided under the Trade Agreements Act 
would continue unchanged in the future if this bill is enacted? 

Mr. Tarr. Without any question, sir. The only difference now, as 
compared or, say, 10 or 15 years ago, is that now we have a multi- 
lateral agreement in which the change of one rate may affect not just 
one other fellow, but may affect 4 or 5 other countries. 

That makes it a little bit larger, but the procedure and the pro- 
tections are identical. 

The CuarrMan. And they will continue in the future just the same 
as they exist now, even after the enactment of this bill? 

Mr. Tarr. This bill will enforce them and strengthen them just as 
they are today. 

The CuarrMan. And will certainly take nothing from them. 

Mr. Tarr. Absolutely not. 

The Cuartrman. Of course, we have always heard a great deal of 
complaint about procedure, that a hearing must be held and ample 
opportunity must be provided for interested parties to present their 
evidence and present their case, and that will continue in the future 
just as it has in the past? 

Mr. Tart. It certainly will, sir. 

The CuHarrmMan. It has been my privilege to be on this committee 
longer than any other present member on it. I have attended all the 
hearings. 

Mr. Tarr. I didn’t know you were as old as Uncle Dan. 

The CuarrMan. There is a difference in our ages, but 1 happened 
to be on the committee a little before he did. I have attended all the 
hearings from the inception of the Trade Agreements Program on 
up to now. 

It is my impression as to most of those who are complaining about 
procedure, that after they had a full opportunity to present their 
evidence and present their case to the various agencies provided by 
law for that purpose, what they really want is to then be able to go in 
the jury room and the court chambers and decide the case. That 
obviously couldn’t be provided, could it? 

Mr. Tarr. I don’t see how you could, sir; no. 

The Cuarrman. Thank you. 

Mr. Srwpson. Mr. Chairman? 

The Cuarrman. Mr. Simpson of Pennsylvania. 
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Mr. Simpson. Of course, GATT does allow the Englishman to come 
into the jury room. That is the very point. They allow the English- 
man or Frenchman or Belgian to go in and sit in these negotiations, 
and express his industry’s concern, and the American is denied 
admission. A chairman of this committee wanted to go in and was 
denied admission. 

The CaarrMan. I deny that. 

Mr. Stmpson. You were not the chairman. The chairman I refer 
to was the Honorable Harold Knudson. 

Mr. Tarr. I would say, Mr. Simpson, that there are two points 
involved in what you said. The first has to do with whether or not 
the negotiating team should be made up of industry representatives. 
I think as a matter of policy that has not been done, and I must say 
that I think that it is sound, so long as the representatives are fully 
advised, and are taking into account the long-term best interests of 
the United States and its industries. 

The second question has to do with the presence in a negotiation 
of the chairman of the Ways and Means Committee of the House. 
If, as certainly was the case of Mr. Knutson, he is violently opposed 
to the whole operation, I must say I don’t quite see how that facili- 
tates the negotiation to do that. 

Mr. Simpson. That was a remark on my part. The important 
thing is that a representative of an industry from the country with 
whom we are negotiating under GATT may sit in, appear in the room 
where the negotiations are going on, and the American industry is 
denied any right whatever to even know what the bargaining going 
back and forth is at any time. 

That is the point, and when one talks about sitting in a jury room 
and says the American cannot sit in here, I say okay; neither should 
the opponent be allowed to sit there. 

Mr. Tarr. He was there as a Government representative, sir. 

Mr. Srupson. He represents the Government of Great Britain. 

Mr. Tart. Exactly. 

Mr. Srmpson. He is selected because he represents the industry, 
too. 

Mr. Tarr. Our position is that that should not be done. 

Mr. Stmpson. The American businessman in the textile industry 
will not be selected simply because he is a member of the textile 
industry. 

Mr. Tarr. I think that is a sound provision, I must say. 

Mr. Srupson. Then why do you allow the Englishman to go into it? 

Mr. Tart. We have nothing to do with whom they present as their 
representatives. 

Mr. Simpson. We are out-traded in that respect. 

Mr. Tarr. That I would deny. I don’t agree with you at all. 

The Cuatrman. Mr. Taft, the fact is the law confers discretionary 
authority on the President of the United States. That is true, isn’t 
it? 

Mr. Tarr. Yes, sir; and what I said then was that his discretion 
has been properly exercised. 

The CHarrMan. Is there any reason why the President of the 
United States could not designate the chairman of the Tariff League 
or anybody who he wants to perform that service? 

Mr. Tart. I hope he doesn’t, but he could. 
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Mr. Curtis. Mr. Chairman, on that point, I might say this: That 
that is the area that I think Congress might give attention to. Itisa 
policy matter, but if Congress is going to delegate its authority it 
might want to say something about those procedures. 

Mr. Tarr. Exactly. When you come to the extension of the 
Trade Agreements Act, that is a proper subject. 

The Cuarrman. We thank you gentlemen for your appearance and 
the information given the committee. 

The next witness appearing on the calendar is Professor O. Glenn 
Saxon. Is Mr. Saxon here? 

Come forward, please, sir. 

Please give your full name, address, and the capacity in which you 
appear, for the record. 


STATEMENT OF 0. GLENN SAXON, PROFESSOR OF ECONOMICS, 
YALE UNIVERSITY 


Mr. Saxon. I am Prof. O. G. Saxon of the Department of Eco- 
nomics of Yale University, where I have taught in the field of inter- 
national trade and commodity control agreements for the past 25 
years. Prior to that time I was engaged in foreign trade for 11 years 
in the city of New York, in charge of an export-import company that 
traded throughout the world. 

The CuatrMAN. Do you have a prepared statement? 

Mr. Saxon. I have a rather lengthy one which is too long to read 
and I would like permission to introduce it into the record. 

The CHarrMan. Without objection, it will be included. 

(The statement referred to follows:) 


Economic Brier SupMITTeED By O. GLENN Saxon, Proressor or Economics 
(YALE University), To THE CommiTTEE ON Ways AND MEANS OF THE 
House or REPRESENTATIVES OF THE UNITED STATES CONGRESS IN CONNECTION 
witH H. R. 5550, Marcu 16, 1956. 


My name is Olin Glenn Saxon, of New Haven, Conn. Since 1931, I have been 
a@ professor of economics at Yale University. I teach, among other subjects, 
courses in commodity marketing, international trade, national and international 
cartels, as well as national and international commodity agreements. 

I am a graduate of Harvard College and Harvard Law School. As early as 
1917, I became interested in international trade. As an attorney in the United 
States Department of Justice, I assisted in drafting and administering the Trading 
With The Enemy Act (passed by Congress in that year). Between 1922 and 1931, 
I was acting president and general manager of an export-import company in 
New York. It operated as a merchant-dealer (primarily in rubber, burlap, 
copper, other ores for import and various manufactured goods for export) in 
trade to and from Great Britain, South America, India, British Malaya, Dutch 
East Indies and China. 

Since 1931, in addition to teaching, I have made several research studies here 
and abroad on various phases of international trade and related problems, 
with particular emphasis upon tariffs and the more effective newer weapons of 
offense and defense which have dominated international trade since World War I. 

I appear before this committee as an individual. I do not speak for any other 
person, company, organization, or group. 

I deeply regret that I am forced to oppose this bill in view of the President’s 
message in which he makes an earnest plea “‘that the Congress approve our mem- 
bership in the Organization for Trade Cooperation.’ 

I speak in opposition to H. R. 5550 only because I am convinced that the bill, 
if enacted into law, will have grave consequences and cause serious damage to 
many domestic industries and large segments of other industries and their em- 
ployees, as well as to large segments of our agriculture. I sincerely believe 
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that the overall public interest, and even our national security, demand the defeat 
of this bill—at least in its present form. 

I would suggest to this committee that, as an alternative to H. R. 5550, it sponsor 
a bill to create an international trade organization of limited jurisdiction and 
functions. #,ven this should be done, however, only after this committee has made 
a careful analysis of the constitutional and economic aspects of the entire inter- 
national trade program of the United States, as implemented under the Reciprocal 
Trade Agreements Act of 1934, as extended and amended from time to time. 


Economic Brier On H. R. 5550 
INTRODUCTION 


H. R. 5550 is—on its face—a very simple measure, containing only one sentence 
of substance. 

This single substantive sentence ! reads as follows: 

“The President is hereby authorized to accept membership for the United 
States in the Organization for Trade Cooperation provided for in the Agreement 
on the Organization for Trade Cooperation drawn up by the contracting parties 
to the General Agreement on Tariffs and Trade at their ninth session and opened 
for acceptance at Geneva on March 10, 1955.” 

This sentence is entirely meaningless without a clear understanding of the back- 
ground and a detailed, critical analysis of two agreements mentioned in the bill, 
neither of which is incorporated in it. 

H. R. 5550 would authorize the United States to participate, as a member 
pation, in a new international trade organization, which, if and when created, will 
be known as the Organization For Trade Cooperation (more commonly known as 
“OTC. 

THE CHARTER OF OTC 


A charter for OTC has been framed and its functions, powers and jurisdiction 
have been defined by an agreement negotiated among 35 nations (including the 
United States) which are contracting parties of the General Agreement on Tariffs 
and Trade, commonly known as GATT. 

GATT was proposed and negotiated in 1947 by the United States State Depart- 
ment, as a (continuing) contract among the United States and other nations, to 
regulate trade and commerce among themselves. It now has been operating for 
more than 8 years without submission of the agreement to Congress for approval 
or ratification of either its scope or its commitments. The State Department 
contends that it was granted authority by Congress to enter into such contracts, as 
executive agreements, with other nations—under the Reciprocal Trade Agree- 
ments Act of 1934 (as amended from time to time)—without further congressional 
approval, 

The charter for OTC gives it administrative control over GATT. It also 
grants OTC regulatory and semijudicial powers over the contracting parties 
(members of both GATT and OTC). 

The questions of the legality and constitutionality of GATT and of the executive 
agreement procedures under the act of 1934 have not yet been resolved by the 
Supreme Court of the United States. There are cases now in the courts awaiting 
decision. 

Meanwhile, Congress, in extending the Reciprocal Trade Agreements Act in 
1951, 1953, 1954, and 1955, specifically provided that by such extensions Congress 
did not either ‘approve or disapprove”’ of GATT. 

Now, however, H. R. 5550, if enacted into law, will have the effect of giving 
congressional approval to both GATT and OTC, for the primary, but by no means 
the exclusive, function of OTC is the administration of GATT. This latter for 
the past 8 years has operated without any administrative organization other than 
the contracting parties. Approval by Congress of OTC, therefore, means 
approval of GAT T— its past as well as its future activities. 

Congressional approval of H. R. 5550 will constitute a doubtful double delega- 
tion of congressional] authority to regulate international trade, which is lodged by 
the Constitution in Congress alone. The line of delegation will run from Congress 
to the President (acting in GATT through the State Department) and then to 
OTC, over which Congress, according to OTC’s charter, will lose control as soon 
as OTC is organized. 


1 See. 351a. (The rest of the bill provides the necessary funds and personnel for a proper staff to effect the 
purposes of the bill.) 
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In fact, OTC, which Congress is now asked to approve, is self-amending. It 
also permits OTC to become an affiliated agency of United Nations. Furthermore, 
OTC cannot be established without approval of the United States. 

Under such circumstances, the Committee on Ways and Means should most 
carefully review and evaluate the entire governmental machinery under which 
our international trade now functions. It should critically analyze the issues of 
constitutionality, as wel] as those of international] trade policy, involved in OTC 
and GATT. It should thoroughly scrutinize the proposed OTC, both its admin- 
istrative and its regulatory authority, its relations to GATT, its self-amending 
powers, and its potential relationship to United Nations. 

In 1949 the Administration requested Congress to authorize membership in 
the International Trade Organization (ITO). The declared purposes, the supra- 
national jurisciction, and the regulatory powers of ITO were so broad and so 
obviously socialistic and its underlying principles and operating methods likewise 
so contrary to those of free competitive societies that the House Committee on 
Foreign Affairs took no action on the proposal. In 1950 the bill was allowed to 
die in committee without reporting it to the House of Representatives. 

In the meantime, though ITO was never formally organized, its representative 
sits with the Economie and Social Council (ECOSOC) of United Nations. This 
attempt to keep ITO alive for future implementation may be closely related to 
the proposal for creation of OTC, whose charter (as stated earlier) is both self- 
amending and provides that it may become affiliated with United Nations. 

In fact, once OTC is approved by Congress, the United States will have no veto 
of any of its future actions. It will have only one vote among the 35 member 
nations. OTC’s charter provides that the member nations can amend the 
charter—with no limitation on that authority (except that it cannot amend the 
charter of GATT). However, GATT’s own charter provides for amendments, 
though its functions are limited to international trade. 

ECOSOC has officially established two groups (with which the United States 
up to now has refused to affiliate) to study, report, and make recommendations 
with respect to two areas of international trade that were covered bv the ITO 
charter, but not mentioned in the charter of OTC. Chapter V of the ITO charter 
would have granted to that organization authority to establish and enforce rules 
and regulations with respect to monopoly and other unfair or restrictive practices 
in international trade.2 Chapter VI would have given to ITO authority to 
approve and regulate, as well as administer, international commodity agreements 
and control schemes among nations. 

Under chapter V, ITO’s program (as generally understood) would have been to 
outlaw all private cartels and other private monopolies and monopolistic practices 
in international trade—though they are legal in most European nations, in most 
areas of the British Empire, and in most western nations, except the United 
States. 

Under chapter VI of ITO’s charter all basic international commodities, particu- 
larly food commodities, as well as scarce and essential materials (such as rubber, 
ores, oil and the like), would be organized under worldwide commodity control 
schemes and agreements. ITO (or a similar supranational ageney of U. N.) 
would be authorized to organize, supervise, and regulate these supranational 
cartels—with power to order and enforce restriction of production, fix prices, 
accumulate stocks, allocate sales territories, as well as allocate * these controlled 
commodities to the nations of the world “from each according to its ability to 
each according to its need.”” Consequently, once OTC is organized, it can amend 
its charter—without consent of the United States—to reinstate the supranational 
provisions of chapters V and VI of ITO. 

In effect, therefore, OTC could, despite opposition of the United States, once 
it is organized, be converted into (or merged with the skeleton of) ITO. The 
only recourse left to the United States would be withdrawal from OTC. Such a 
withdrawal, however, could subject the United States to damaging retaliatory 
actions, as well as discredit it among the other nations. 

Such withdrawal, moreover, would not prevent the development of these inter- 
national monopolies. In fact, the representatives of Soviet Russia in July |! 55 
at Geneva ‘ proposed the revival of the ITO charter. They stated that Russia — 
which until then had refused to cooperate with GATT or ITO, when it was under 
active consideration—would now be willing to become a member. Obviously 


? See Appendix for monopolistic practices and their consequences in the 1920’s and 1930's. 

1 See the Inter-American C»fss Azv-e nent (1941-43) aider which for 5 y ars max mum export quotas of 
coffee were allocated to 14 eoffe> produciag natio1s, and maximum import quotas were allocated to all 
(major) consuming nations without their approval. 

‘ Journal of Commerce July 19, 1955. 
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the Soviets have at last awakened to the Socialist and Communist ideologies and 
practices § that could be implemented, under ITO or the amended OTC. 

Dangers to the United States in revival of international commodity cartels.—Even 
if United States should not participate in such programs under a reorganized ITO 
or OTC, other nations of the world could—and probably would—under the guise 
of “raising the purchasing power” of “‘under-developed areas,”’ organize and oper- 
ate such world-wide commodity cartel monopolies in scarce minerals, such as 
copper, tin, manganese, chromium and nickel, as well as tea, coffee, cocoa, jute, 
burlap, silk, etc.—most of which have been subject to such national or international 
cartels in the past.® 

The United States, producing little or none of these commodities, but eens 
70 (or more) percent of the world production of most of them, would, as in the pas 
be the principal victims of these cartels. These international monopolies —_ 
also be extended to cover oil, uranium and other commodities in which the 
United States has vital stakes. In fact, our national security will be dependent 
on many of them in future emergencies. 

In addition, OTC’s charter, in conjunction with that of GATT, would give it 
such broad powers (even without amendment) that—in 20 or more provisions of 
the 2 charters—it could become the major supranational regulatory agency of 
United Nations. 

This charge of supranational authority is stoutly denied by all supporters of 
OTC on the grounds that its powers will be exercised only over those nations 
that accept them. They maintain that any nation that does not accept them is 
free to withdraw at any time after 6 months’ notice. Such withdrawal, however, 
would not prevent the United States from suffering grave consequences through 
the exercise of such powers by OTC—with the consent and approval of other 
nations that would benefit from such programs at the expense of the United States. 

Compu'sory arlitration without appea .—In addition, the OTC charter would 
give it authority to act as an arbitrator of disputes with respect to violation of 
commitments under GATT or other activities of OTC. OTC would have authority 
to impose penalties—even monetary damages. In this capacity OTC would act 
as prosecutor, judge and jury, with all hearings in secrecy and with no appeal 
except to the Assembly of OTC—where the United States would have only one 
vote, and, if it were involved in any dispute, it could be deprived of even that vote. 

While such semijudicial bodies are common in the United States (the Federal 
Trade Commission, the Federal Communications Commission, etc.) there is 
always an appeal to the courts for review of all decisions of such agencies. Such 
an appeal would not be permitted from OTC decisions. 

Effects on ‘aws of the United States —-Even now there is a grave question whether 
the United States has not already been committed by the State Department to 
effect changes in the laws of the United States or suffer the consequences. Even 
though its commitments may not have the effect of nullifying such laws, they 
impose on the State Department the obligation to attempt to secure their revoca- 
tion. Its failure to do so would subject the United States to punitive sanctions by 
OTC, which under its normal practices would force the State Department to 
grant new concessions to members of GATT at the expense of United States 
industries and their workers. 

For these many and vital economic and political reasons Congress, regardless 
of the constitutionality of OTC or GATT, should—in view of the serious threats 
involved in these organizations—reject H. R. 5550. 


CONSTITUTIONALITY OF THE RECIPROCAL TRADE AGREEMENTS PROGRAM 


Prior to 1934, the control of tariffs on imports into the United States was 
confined strictly to the Congress, where it is placed by the Constitution. All 
rates were determined through debates in congressional committees and on the 
open fioors of the House and Senate by the elected representatives of the pe ope 
but only after public hearings at which all concerned could freely present t 
causes. 

The reciprocal trade program.—In 1934, however, Congress enacted the 
Reciprocal Trade Act, which delegated authority to the Chief Executive to raise 
or lower tariffs on imports by as much as 50 percent, at his discretion, in exchange 
for reductions in tariff rates from other nations. Congress established certain 
rather general, indefinite standards as a basis for such rate revisions by the 
President nt (acting through the State Department). This “flexible”? authority 


5 See Appendix. 
6 See Appendix. 
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was limited to a period of 3 years and has been extended from time to time, but 
never in excess of 3 years. 

Reductions in tariff rates were progressively effected by the United States 
State Department through secret negotiations with other nations, of so-called 
executive agreements, which the State Department maintains are not treaties, 
and, consequently, need not be referred to the United States Senate for approval, 
as required for treaties by the Constitution. The contention is that the Reciprocal 
Trade Act of 1934 authorized such executive agreements without requiring their 
subsequent ratification and, consequently, that they need no further approvai 
either by the House or the Senate, or by both. 

Ratification required by most nations.—The State Department acknowledges, 
howe er, that between 1935 and 1940 18 of the 21 countries, with which agree- 
ments have been negotiated, required ratification of such agreements by their 
parliaments. Data for the postwar years are not available. 

The Iss: e.—The main issue as to constitutionality of these trade agreements 
centers in the question whether or not they are, in reality, treaties. 

The trade agreements negotiated by the State Department with Cuba, Belgium, 
Honduras, and Colombia in the 1930’s expressly state that the pro: isions of the 
trade agreements shall supersede any inconsistent pro” isions contained in treaties 
pre iously concluded between the United States and these countries. 

For example, article 11 of the trade agreement with Colombia states: 

“As long as the present agreement remains in force, it shall supersede any 
provisions of the treaty * * * between the United States of America and the 
Republie of New Cranada, signed at Bogota December 12, 1846, which may te 
inconsistent with this Agreement * * *” (Italics supplied) 

Here, the State Department has used mere executive agreements to amend or 
suspend full-fledged treaties that—-to become effective—had been approved by 
two-thirds of the United States Senate. 

It would appear logical to conclude that a treaty, which required the consent 
of two-thirds of the United States Senate to become effective, could not be amended 
by a mere executive agreement without approval of two-thirds of the Serate. 

It is also interesting to note that on May 13, 1929, Mr. Cordell Hull, later 
Secretary of State (and one of the most active supporters of the contention that 
the Reciprocal Trade Acts are constitutional), speaking on the floor of the House 
of Representatives, when he was a member of that body, made the following 
statement with respect to the Hawley-Smoot Tariff Act of 1930: 

“The proposed enlargement and broad expansion of the provisions and functions 
of the flexible tariff clause (in the 1930 Act) is astonishing, it is undoubtedly uncon- 
stitutional, and is violative of the functions of the American Congress. Not since 
the Commons wrenched from an English king the power and authority to control 
taxation has there been a transfer of the taxing power back to the head of a govern- 
ment on a basis so broad and so unlimited as is proposed in the pending bill. As 
has been said on a former occasion, ‘this is too much power for a bad man to have 
or for a good man to want.’ ” 

The constitutionality of the Hawley-Smoot Tariff Act was later sustained by 
the Supreme Court of the United States. That act was fought out in committee 
and openly debated on the floors of the House and Senate by elected representa- 
tives of the people. It also established positive standards upon which the discretion 
of the President should be exercised. 

On the contrary, the Reciprocal Trade Act delegates Congressional power to the 
President to negotiate tariff concessions and other agreements on trade in secrecy, 
without appeal, without definite standards, and (the State Department also con- 
er without the necessity of approval by either the House or the Senate or by 
both. 

It should be noted also that the Supreme Court in 1935, by unanimous decision, 
declared the National Industrial Recovery Act of 1933 unconstitutional on the 
ground (among others) that Congress had no authority to delegate to the Execu- 
tive its power to legislate.’ 

Congressional doubt as to the constitutionality of GATT (and, therefore, also 
of OTC and the Reciprocal Trade Act) has already been expressed in positive 
terms. On March 8, 1955, Senator Milliken said: 

“‘In committee (the Senate Finance Committee), while differing in some matters, 
we all seem to be unanimous that there were a number of things in GATT * * * 
(in) which I am quite sure the majority, if not all the members of the committee 


™The N. R. A. codes, negotiated between the Federal Government and various industries, were legislative 
and had the effect of suspending the antitrust laws of 1890 and 1914. 


75018—56——_72 
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felt that too much authority was delegated to GATT, more than constitutionally 
could be delegated * * *” 

If the Reciprocal Trade Acts should prove to be unconstitutional delegations of 
congressional authority, both GATT and OTC, which are even broader delegations, 
would collapse as unconstitutional. 


THE ECONOMIC CONSEQUENCES OF THE RECIPROCAL TRADE PROGRAM 


Whether or not the Reciprocal Trade Acts of 1934 and later and the executive 
agreements under these acts are unconstitutional, serious consideration should 
be given by this committee and by Congress to allowing the act to expire at its 
next expiration date in 1958. Meanwhile, Congr-ss should not approve H. R. 
5550, but in the next 2 years should engage in a critical reappraisal of the entire 
international trade program. 

That program has failed (both in the prewar and the postwar periods) to obtain 
the declared objectives of the acts, and, since World War II, the program has 
been used to carry on activities and accomplish objectives that were not authorized 
or contemplated by Congress. 

The objectives of the Reciprocal Trade Agreements Act of 1934 were to regain 
our declining or lost export markets, especially for our farm surpluses, by elimina- 
tion of, or reduction in, existing trade barriers and various unfair practic°s against 
American commerce, such as diseriminatory import liconses, discriminatory 
exchange controls and quotas, discriminatory tariffs, empire preferences, and 
other new weapons of international trade which had developed in the years 
between the two World Wars.’ It was not the declared purpose of the act to aid 
other nations through a tariff reduction program; the purpose was to benefit the 
American, rather than the foreign, economy. Tariff reductions were to be used 
to effect reciprocal advantages to the United States. 

Prior to World War II, the State Department confined its trade negotiations to 
bilateral agreements between the United States and a single nation. The benefits 
of such bilateral agreements were then generalized to all other friendly nations, as 
the act directed. The act specifically empowers the President, however, to sus- 
pend generalization of benefits to those nations that actively discriminate against 
us. In practice, however, the State Department has generally extended the 
benefits to all friendly nations, whether or not they are discriminating against the 
United States. 

Failure to eliminate discriminations.—In most instances, the State Department 
was content merely to provide in these bilateral agreements against future dis- 
criminations against our trade by the negotiating party. In fact, it has generally 
refused to suspend such benefits even to nations which are steadily engaging in 
new discriminations. 

Between 1935 and 1940 the countries of the world negotiated 822 basic bilateral 
agreements and 559 supplementary bilateral agreements, most of which contained 
discriminatory provisions against the foreign trade of the United States.!_ In the 
same period, the President’s power to refuse generalization of benefits to dis- 
criminating nations was exercised only in one instance and the offending nation 
(Australia) immediately ended the discrimination.® 

In 1947, however, the State Department repudiated its prewar policy of ne- 
gotiating reciprocal trade agreements on a bilateral basis and, since the establish- 
ment of GATT under its (alleged) executive agreement authority, all tariff 
negotiations under the Reciprocal Trade Agreements Acts have been conducted 
only on a multilateral basis. This change in procedure was effected without 
approval of Congress and raises another question of the legality of the entire 
program. 

More rapid recovery abroad (1935-39) .—Between 1935 and 1938 (the last year 
before World War II), under the Reciprocal Trade Program (the gold value of) 
United States exports had failed to recover as rapidly as the (gold valu? of) 
exports of other nations. The degree of recovery in the United States was less 
than that of all the other 17 major exporting nations of the world. 

In (fiscal) 1938 American exports (gold value) to all countries had recovered 
only to 35 pereent of their 1929 level, while the average for the exports of all the 
other countries had recovered to 40.6 perceent—with those of the individual nations 
ranging from a low of 37.9 percent (Brazil) to highs of 65.2 percent (Sweden) and 
63.6 percent (Union of South Africa) .!° 


1 Sec. 351a. (The rest of the bill provides the necessary funds and personnel for a proper staff to effect 
the purpose of the bill.) 

8 See appendix for a full exposition of these practices. 

* U.S. Tariff Commission Renorts. 

!® Review of World Trade, 1938 (League of Nations). 
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Measured in dollars, total United States exports in (fiscal) 1938 had recovered 
to only 60 percent of their 1929 level. Meanwhile, those of Great Britain in 1938 
(measured in terms of its own currency) had recovered to 65 percent of their 1929 
level, Canadian exports to 62 percent, and Australian exports to 77 percent of 
their 1929 levels. Japanese exports in 1938 had even risen 26.8 percent above their 
1929 level. 

One major objective of the reciprocal trade program was to expand agricultural 
exports. However, in fiscal 1939, the dollar value of our agricultural exports, 
instead of rising, had declined 9.2 pereent from the level of 1932. During this 
same period, however, total exports had increased by 51 percent and nonagri- 
cultural exports by 90 percent." 

Agricultural exports in 1938 were only 26.5 percent of total United States 
exports, compared with 39.2 percent in 1934 (the year the reciprocal trade program 
was adopted). United States cotton exports, which had averaged 56 percent of 
United States crops in 1926—30 (inclusive), fell to only 28 percent in 1938 and most 
of the cotton exports in that year had to be subsidized. In fact, total agricultural 
exports for 1939, fiscal, as a percentage of total exports, reached the lowest level, 
until then, in United States history.” 

This relative disparity between the total and agricultural exports was partially 
due, however, to conflicting policies of the United States, as illustrated by its 
agricultural program (to raise prices by restriction of production and market 
support activities) which maintained domestic prices substantially above world 
levels. In fact, most of our agricultural exports during 1938 and 1939 would not 
have been possible without subsidies. In 1939, a subsidy war with both Canada 
and Argentina (because of our wheat subsidy program) was avoided only by the 
outbreak of war in Europe. 

Turning to other economic aetivities (that are decidely affected by exports and 
imports), in June 1939, the United States ranked 15th among 18 major nations of 
the world in degree of recovery to their 1929 levels of industrial production. It 
also ranked 16.h among these 18 nations with respect to reemployment in terms of 
the 1929 levels. At the same time, the wholesale commodity index in the United 
States was 21 percent below its 1929 level and the United States stood 12th among 
these same nations in degree of recovery of this index to its 1929 level. 

Meanwhile, tetween 1932 and 1939 (fiscal years) total imports into the United 
States increased 20.2 percent, with nonagricultural imports rising 20.5 percent, 
while competitive agricultural imports rose 29.6 percent, compared with an 
increase in total agricultural imports of only 19.8 percent. 

Results of the postwar reciprocal trade program (1946—55).—After World War II 
the State Department in 1947 (as stated earlier) scrapped its previous use of 
bilateral negotiatiors under the Reciprocal Trade Agreements Act. Thereafter, 
it has conducted only multilateral negotiatiors, which have been through GATT. 
It then éxtends the benefits of such multilateral negotiations to all friendly rations, 
whether they are or are not members of GATT—a practice that other members of 
GATT do not follow. 

However, as was true before the war, the State Department apparently still 
negotiates such agreements with (and extencs the benefits thereof to) other nations 
which for vears have been discriminating, and are continuing to discriminate, 
against the trade of the United States. 

Such discriminations will prevail so long as the fundamental causes underlying 
them continue to dominate the internal economies of the various contracting 
parties. 

Most of these unfair practices are rooted in various Sociatist theories of planned 
economies held by certain socialist or quasi-socialist governments which practice 
them deliberately. Other natiors, while not socialist, have generally acoy ted 
these same devices, as necessary in times of war and other emergercies, though 
they recognize that such practices in times of peace are contrary to the principles 
of free, competitive societies. It is futile under either of such conditiors to barter 
away our tariff structure for vague promises by such nations of the elimination of 
such practices at some future time. 

Sound principles vitiated by exceptions and exemptions—The State Depart- 
ment has generally been able to secure condemnation by the other 34 contracting 
parties of the unsound principles underlying these socialist practices, as well as 
promises for their elimination, as soon as practical. At the same time, the other 
contracting nations have “escapes”’ through various exceptions and exemptiors— 
during periods of real or ‘‘declared’’ emergencies—which frequently nullify all hope of 

'' U. 8. Department of Agriculture Reports. 


'2U.8. Department of Agriculture Reports. 
‘3 Monthly Bulletins of Statistics, 1939 (League of Nations). 
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a voluntary return to the practice of sound principles by all the contracting parties. 

The State Department has no means of foreing such nations to discontinus 
these unfair and discriminatory practices, so long as these “escapes” are permitted 
at all in time of peace. The United States—with only one vote—is in a hopeless 
minority. 

Tariffs only a minor factor —Only by use of its overall trading position, and not 
merely its tariff trading position, can this situation be corrected. 

So long as international trade is dominated by— 

(1) Socialistic theories of managed currencies, compensatory spending, un- 
balanced budgets and monetization of public debts for the purpose of inflating 
national economies, 

(2) Competitive manipulations and devaluations of currencies, and arbitrary 
and discriminatory exchange controls and artificially maintained exchange rates 
among national currencies that are not convertible into gold (or anything else of 
intrinsic value), 

(3) Discriminatory export and import duties, licenses and quotas, 

(4) Governmental fixation of minimum prices on exports of major international 
staples, 

(5) Empire tariff preferences, 

(6) Private and governmental and national and international commodity 
cartels and control schemes, and, finally 

(7) State trading among nations, 

It is utterly fantastic to consider tariff reductions on imports into the United 
States, as a material factor in the correction of the current instabilities and im- 
balances in the international trade of the Western World that have prevailed 
since the end of World War I and have been intensified since World War II." 

Yet, most of these unfair and discriminatory practices have continued—in face 
of expenditure by the United States of more than $50 billion in military and 
economic aid to the natiors of the Western World, primarily in Europe, since the 
end of World War II. This aid has not been used, as it might have been, to bar- 
gain for the elimination of these practices. However, it has, to a major degree, 
assisted in correcting the underlying cause of many of these practices, some of 
which, consequently, have been voluntarily eased in the last 2 years. 

Need for revival of freedom to trade.—What the Western World needs most of all 
is a return to freedom to trade, rather than free trade, whether unilateral or 
worldwide. What we need is well stated in the famous Atlantic Charter, drawn 
up by President Roosevelt and Prime Minster Churchill in 1941, while at sea. 
On the subject of international trade, they expressed a goal or an ideal for which 
all nations should strive: 

“They will endeavor, with due respect for their existing obligations, to further 
the enjoyment by all states, great or small, victor or vanquished, of access on 
equal terms, to the trade and other raw materials of the world which are needed 
for their economic prosperity.” 

This is not a plea for free trade or the elimination of tariffs. It is rather a 
plea for equal treatment for all nations and free access on an equal basis to raw 
materials. It is a plea for free markets and for freedom of individuals and their 
private organizations once more to trade freely, without competition of socialist, 
fascist or communist governments. It is a plea for the elimination of discrimina- 
tory trade barriers of all kinds which destroy freedom to trade. 

Free markets are the true symbols of free societies. Without them, tariffs at 
best or worst can only be a minor weapon among the offensive and defensive 
weapons of international trade warfare which have grown out of the unprecedented 
economic chaos, the wholesale destruction of property, the disastrous inflations 
of two world wars, and the worst deflation in modern history in the years between 
the two world wars, a deflation and depression that also was the product of the 
first world war. 

Postwar recovery in Europe.—Since 1950, the nations of Western Europe and 
Great Britain have been enjoying the greatest promoney in their history. Their 
recovery and reconstruction since the end of World War II have been phenom- 
enal—far beyond all expectations. 

The rate of recovery has been faster and greater, however, in those nations— 
such as Belgium, Holland, West Germany, and even Japan—which since the 
war have steadfastly hewed to the principles of free markets and free, competitive 
systems of private capitalism. 


4 See appendix for a full exposition of these unfair practices and their impact on international trade. 
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Those nations that have adopted and continued to practice the doctrines of 
socialism, facism or communism or a hybrid mixture of either with some of the 
doctrines of free societies have had relatively slower and smaller rates of recovery. 

European production (both industrial and ot has risen to a new all- 
time high level—sharply above that for 1939. the early years following World 
War II the increased production was largely absorbed internally by these European 
nations to satisfy the demands of their own populations and to expedite internal 
rehabilitation. Since 1951, however, most of them (except Great Britain) have 
fully satisfied their internal demands. Consequently, European nations have 
been aggressively expanding their exports, not only to the United States, but also 
to many markets that had previously been theirs, but had been lost to the United 
States during and after World War II. 

The production levels of Europe continued to rise steadily following the out- 
break of the Korean war (in which European nations did not participate to any 
major degree). This industrial boom is now in its fifth year. Significantly, it 
did not recede during our recession year of 1954. For the past 2 years, European 
industrial production on an average has increased approximately 9 percent per 
year, while the increase in Germany in 1955 was approximately 30 percent. 

In 1955, total imports into Western Europe are estimated to have increased 
approximately 15 percent over those of 1954.4 

United States exports, however, have not reflected this unprecedented pros- 
perity in Europe and Great Britain, though certain commodities have without 
doubt benefited. On the whole, our exports to Europe have not expanded 
correspondingly. 

Postwar e ports of the United States.—The rapid increase of imports into Europe 
in recent years has largely benefitted exporting nations other than the United 
States. 

Total United States exports " in 1955—in current dollars—were $15.5 billion — 
a decline of 3 percent from the all-time peak of $15.8 billion in 1953. Between 
1947 and 1950, they declined approximately 30 percent, falling to $10.3 billion. 
They then rose 50 percent from 1950 through 1955, as a consequence of the United 
States economic and military aid programs, as well as the impact of the Korean 
war. This inerease had no relationship to the reciprocal trade program, a 
oo which will be substantiated by further analysis of the statistics of the 
period, 

Measured in terms of common dollars, the all-time peak of exports was $15.0 
billion in 1947 (not in 1953, as with current dollars) from which level they fell 
to a postwar low of $10.0 billion in 1950, a decline of 33% percent. From this 
level, still measured in common dollars, they rose under the impact of United 
States aid programs and the Korean war to $14.0 billion in 1955, but at no time 
in the subsequent years did they regain the peak of 1947. 

Between 1947 and 1955 total exports increased in current dollars only 6.7 
percent, while in common dollars they actually declined 6.7 percent. Yet, in 
this period our gross national product rose from $232 billion to $387 billion—in 
current dollars—an increase of 67.0 percent. 

Decline in United States commercial e ports.—Total United States exports 
since 1948 include those financed by the United States economic aid and military 
prograirs (which represent approximately one-fifth of total exports in the period). 
Consequently, our unaided or commercial exports are much more important, 
because it is clear that we would have not enjoyed the total export volume without 
the aid programs. In case these programs are discontinued, it is most likely that, 
thereafter, the additional exports due to such aid programs would not continue 
to flow abroad. 

The table below gives our commercial exports for the postwar years in both 
current and common dollars: 

‘8 Federal Reserve Board, Monthly Bulletin, November 1955. 

‘6 Table 1, preceding the appendix to this brief. shows United States exports and United States commercial 
exports in both current and common dollars for selected years. Table 2 shows im and the excess of 


ex pores over imports as well as the excess of commercial exports over imports in both current and common 
cohars, 





| 
United States United States 
commercial 
exports (in 
sib rep stab ! 


1 Derived fron table 1 (preceding the appendix) to this brief. Column A gives these data in current dollars, 
while column B gives the same data in common doHars—converted by use of the wholesale price index 
(1947-49 = 100). 


From this table it will be noted that United States commercial exports in 
current dollars fell from $13.1 billion in 1947 to $7.9 billion in 1950, a decline of 
40 percent. In common dollars, however, the decline was 46 percent. 

Then, under the stimylys of the Korean war, commercial exports in current 
dollars rose from $7.9 billion in 1950 to $12.5 billion in 1951 (the alltime high), 
an increase of 58 percent. However, when measured in common dollars, the rise 
between 1950 and 1951 was from $7.6 billion to $11.3 billion (the alltime high) 
or only 48.7 percent. 

The reductions in tariff rates negotiated through GATT in 1947 were followed 
by a decline in our commercial exports (in common dollars) from $13.6 billion in 
1947 to $7.6 billion in 1950—a decline of 44.1 percent. The subsequent recovery 
did not bring them back to the 1947 level. 

In fact, in 1954 (the latest year for which these data are available), our com- 
mercial exports, in common dollars, were only $10.8 billion, compared with $13.6 
billion in 1947, a decline of $2.8 billion, or 20.6 percent. 

These data should be convincing evidence that the reduction in United States 
tariff rates negotiated by the State Department in 1947 were not successfil in 
increasing United States exports, which was the purpose of the reciprocal trade 
program. 

Rising United States imports.—In the meanwhile United States imports, stimu- 
lated at least in part by tariff reductions in 1948, rose in current dollars from 
$5.8 billion in 1947 to an alltime high of $11.4 billion in 1955. This amounts to 
and increase of 96.5 percent in 1955 over 1947 (measured in current dollars), 
due in part to the sharp inflation of prices after 1946, when wartime price con- 
trols were eliminated in the United States. However, when measured in com- 
mon dollars, the increase between 1947 and 1955 was only 71.6 percent. 

In other words, while our imports between 1947 and 1955 rose 96.5 percent in 
current dollars and 71.6 percent in common dollars, our total exports rose only 
6.7 percent in current dollars, but actually declined 6.7 percent in common dollars. 
Meanwhile, our commercial exports (1947 to 1954) actually declined 0.5 percent 
in current dollars and 20.6 percent in common dollars. 

Declining surplus of exports—Our surplus or excess of total exports over imports 
in 1955 in current dollars was $4.1 billion, a decline of 51.7 percent from the all- 
time high of $8.7 billion in 1947. However, in common dollars, the surplus of 
total exports declined from $9 billion in 1947 (the alltime peak for the postwar 
period) to $3.7 billion in 1955, or 59 percent. 

In fact, the annual average surplus of total exports over imports during the 
period, 1949-55, inclusive, was 33% percent in current dollars and 42 percent in 
common dollars below the annual average for the period, 1946-48, inclusive. 
The surplus in 1955 was (in current dollars) $0.8 billion less than in 1954, a decline 
of 16.6 percent. 

Again, these data show that the reciprocal trade program has been more bene- 
ficial to foreign nations than to the United States, for our excess of total exports 
over imports has steadily declined—more than 50 percent in the past 8 years, 
whether measured in current or common dollars. 

More rapid decline in excess of unaided exports over imports.—More important, 
however, is the much sharper decline in the excess of unaided exports over imports 
in recent years. In 1954 this unaided surplus in current dollars was $2.2 billion— 
compared with an alltime high of $7.4 billion in 1947, which represents a decline 
of 70 percent in the period. Measured in common dollars, the decline in the 
period was from $7.6 billion (again the alltime high) in 1947 to $2 billion in 1954, a 
decline of 72 percent. (These data are not available for 1955.) 
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The unaided balance for 1955 is estimated in current dollars at $0.6 billion 
below that of 1954, a decline of almost 30 percent. 

These data clearly indicate a much faster increase of imports over exports— 
both total and unaided— and that the rate of increase is accelerating. In fact, in 
1950 there was a negative balance of $1 billion excess of commercial imports over 
commercial exports. 

This trend toward elimination of our traditional surplus of exports over imports 
and its conversion into a deficit is neither surprising nor a matter of any concern 
for @ major creditor nation. 

However, it should be recognized for what it is. The present total surplus of 
exports is highly deceptive and tends to distract attention from the unaided surplus 
which is rapidly disappearing. 

With the economic aid (to Europe) program likely to be discontinued soon in 
view of the rapid recovery there, the unaided surplus is more likely to disappear 
permanently than increase. This will be due to more agressive pricing of European 
exports in order to increase sales to the United States to replace dollars, formerly 
available through the economic aid program. 

In addition to this sharp reduction in excess of exports over imports, the United 
States has exported an increasing amount of capital for foreign investment on 
both public and private accounts over the years since 1946. 

It is highly important at this point to recognize that a creditor nation that is an 
exporter of capital can, without violation of sound economic principles, continue 
to maintain indefinitely an export merchandise surplus more or less in proportion 
to the annual volume of capital exports. 

Since 1934 the reciprocal trade program under the State Department’s direction 
has, as stated earlier, reduced the average United States tariff rates by 70 percent, 
with an unused power for further reduction of 15 percent in current rates. 

It will be seen from Table 2 that the average excess of commercial or unaided 
exports over imports (in current dollars) from 1946 through 1955 has been about 
$2.3 billion per year. It is significant to note here that Mr. Howard 8S. Piquet, of 
the legislative reference service, of the Library of Congress (as well as other ex- 
perts in the field), has estimated that, if the entire remaining tariff and quota 
structures of the United States were totally eliminated (under conditions that 
existed in 1951), United States imports would increase only between $1.5 billion 
and $2.5 billion. 

While such estimates are strictly theoretical and subject to substantial statistical 
errors and would be affected by changing economic conditions, they indicate that 
further reduction in United States tariff structure can result in the total elimination 
of the excess of commercial exports over imports and even give the United States 
an unaided negative trade balance. 

Growing prospects of an early return to currency convertibility.— Several European 
nations have made real strides since 1951 toward returning to full convertibility of 
their currencies. Great Britain is the major exception. She is still under the 
threat of further inflation and a continuing inability to satisfy her domestic de- 
mands, while at the same time producing exports in sufficient volume to pay for 
the large imports needed to keep her people from starvation. 

Most of the Western European nations are in a position to retirn now to full 
convertibility of their currencies into dollars or gold.” Lack of such converti- 
bility has been the major cause of the widespread chaos in international trade 
and finance since the outbreak of Worl: War I. 

A retur: to convertibility on the part of the leading nations of the world would 
do more than any combinatior of other cooperative actions to restore international 
trade to the freedom to trade that existed prior to Werld War I. It would stimu- 
late expansion in trade and a return to multilateral trade for the benefit of all 
nations. 

As a matter of fact, convertibility on gold, even in the sterling area, is fast 
being recognized as the mejor factor necessary for securing and mail taining a 
healthy and expanding internatioral trade. If it were not for the internal situa- 
tion in Great Britain, such convertibility in Europe and the sterling area might 
have been possible in 1955. 

German officials have stated that they will return to full convertibility ‘5 
minutes after the sterling area.” Most other Europear nations, as well as Japan, 
car and probably would return to gold convertibility. England may be forced 
to do so by the action of Germany, Belgium ana Japan in order to retain her 
competitive position with them. 


17 See Monthly Bulletins, Federal Reserve Board, November 1955. 
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The significant fact is that in the major nations of the werld, deficit spending 
and monetization of debt have been at long last brought under control. Through- 
out the world the previous high premiums on gold have disappeared. Gold, 
after selling for several years at $€0 to $75 or more per ounce, is now selling on 
a worldwide basis of about $35 per ounce—the United States price for converti- 
bility of the United States dollar for international! use. 

Also significant are the reestablishment of the (almost) free gold market in 
London and, furthermore, the gradual, though reluctant, decline in the demand 
by gold producers for a further de--aluation of the dollar—due partly to their 
increasing profits (at $35 per ounce for gold), arising out of uranium byproducts 
of gold mining. 

he United States economic and military aid programs (of more than $50 
billions since 1946) made possible the elimination by most nations of “urope of 
the various unsound monetary and fiscal policies that are responsible for the 
chaos that has pre’ ailed in international trade over the past three decades. 

Changing attit de abroad toward tariff reductions.—The situation in Creat 
Britain temporarily pre’-ents that nation from returning to con-ertibility at the 
present time without aid. We ourselves would be far wiser, if we came to her 
aid in this respect rather than attempt further to reduce our now fast disappearing 
tariff rates. If the United States totally eliminated all tariffs tomorrow, the 
benefit to the British economy would be little more than nominal in the solution 
of her problem. The truth of this is clearly illustrated by the prevailing sentiment 
in Creat Britain today. 

Sir Frank Lee, permanent secretary of the British board of trade and British 
delegate to the recent international trade conference, warned the conference 
against the dangers of going too fast in further tariff reductions and in making 
tariff concessions which would subsequently result in more trouble than they were 
worth, especially where nations concerned are forced to seek other means of 
undoing the effect of such tariff reductions. 

A recent editorial in the London ‘‘Financial Times” (January 16, 1956) declares 
that there is no longer widespread enthusiasn in Great Britain or elsewhere for 
pulling down more tariff barriers of the world until the effect of the recent elimina- 
tion of import quotas and other restrictions (by various European nations) on 
international trade has been evident. 

A major factor in this reaction is that the United States in the past 20 years has 


reduced its tariff rates much faster than have other nations. The State Depart- 
ment has, as a matter of policy, allowed, and even sought to make, this happen in 
order to help other nations. 


TARIFFS AS SOURCE OF TAX REVENUES 


It is impossible to ignore another factor in the postwar situation which must 
be taken into consideration in any effort to reduce tariffs generally. European 
nations have always derived a substantial portion of their total tax revenues from 
levies on imports and much prefer to continue to do so rather than raise their tax 
rates on corporate and individual incomes. 

This was even true in the United States prior to 1913. Until that year, our own 
tariff policies were designed deliberately, not only to protect our infant industries, 
as well as our farmers and workers, from foreign competition, but to raise as large 
as possible a percentage of our total tax revenues from duties on imports. 

Between 1790 and 1860, our duties on imports produced in some years as much 
as 100 percent of all Federal revenues and in many other years they produced as 
much as 100 percent of all Federal tax revenues. Between 1849-62 (inc.), they 
yielded 100 percent of all Federal tax collections. Between 1880 and 1890, they 
produced 60 percent, and in 1900 more than 40 percent, and as late as 1913, more 
than 48 percent, of all Federal tax revenues. 

With the drastic tax and tariff revolution that came in 1913 under the Wilson 
administration—as a consequence of the enactment of the 16th (income tax) 
Amendment to our Constitution and an unprecedented change in trade policy— 
our receipts from tariff collections fell drastically and have never recovered. 
Between 1913 and 1920, they fell from 48.0 percent to 5.6 percent of Federal tax 
collections. In 1945, they produced less than 1 percent; in 1951, only 1.2 per- 
cent.!8 

Meanwhile, income tax collections (from levies on both individual and corporate 
incomes), as a percentage of total Federal tax collections, rose from only 10.6 
percent in 1913 to 69.1 percent in 1920 fell back to 66.4 percent in 1930 and then 


18 Economics of Tariffs—National Industrial Conference Board, July 1953. 
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to 39.9 percent in 1939. They rose again to 79.4 percent in 1945 and in 1951 
were 73.2 percent. 

Abroad, however, though the European nations, as a rule, have adopted a 
graduated income tax (many of them before we did), they have never raised as 
large percentages of their total tax revenues from the income tax, as we in this 
country have done. In (fiscal) 1951 (the central government of) Belgium raised 
only 35.5 percent of its total revenues (not merely tax revenues) from its taxes 
on income. The highest percentage among 12 major nations of the Western 
World was 49.0 percent (United Kingdom), with a range from a low of 0.6 percent 
(Greece) to 11.9 percent (Italy), 23.3 percent (West Germany), 25.6 percent 
(France), 31.0 percent (Switzerland), 41.4 percent (Holland), 43.4 percent 
(Sweden), 46.4 percent (Turkey) and, finally, 48.9 percent (Canada). These per- 
centages compare with 70.8 percent in (fiscal) 1951 for the United States." 

On the other hand, European nations since 1913 (when we sharply reduced our 
Federal tax revenues from tariffs) have consistently maintained their levies on 
imports at substantially higher levels than those of the United States. 

The data available from various governments, unfortunately, do not segregate 
collections from excise and customs levies and, consequently, we cannot compare 
their revenues from levies on imports with similar data for the United States. 
However, available data do indicate clearly that the revenues from customs taxes 
are much higher abroad than in the United States. For instance, Italy in (fiscal) 
1951 collected 45 percent of her total revenues from her (combined) excise and 
customs taxes, Canada 24.7 percent and the United Kingdom 33.3 percent, in 
contrast to only 17.5 percent in the United States." 

These tax data clearly indicate that the European nations have clung, and will 
continue to cling, to their higher tariff structures for the sake of revenues, if not 
for protection. Consequently, the major problem that lies ahead in international 
trade is the elimination of discriminatory trade practices rather than (too high) 
tariff rates. It isin this area that the program of the United States State Depart- 
ment has been weakest, both in the prewar and postwar years. 


OTHER EFFECTS OF EUROPEAN RECOVERY 


As stated earlier, the general recovery in Europe and other areas of the Western 
World has been made possible—to a major degree—by the $50 billion or more of 
military and economic aid supplied by the American taxpayers. This capital has 
enabled most of the European nations to replace their bombed-out and obsolete 
industrial plans and equipment with the most modern technological devices and 
machinery, thereby increasing their man-hour productivity and permitting them 
to increase wages and reduce prices, not only to their own peoples, but to those in 
foreign markets. 

The first postwar 1 eed of each nation, cf course, was to satisfy its own domestic 
demand. his was not accomplished in most of the naticns until 1951 and has 
not vet been asconplished in Greet Britair. 

Therefore, since 1951, European nations have been able aggressively to regain 
their lost foreign markets and expanc their exports, nct only to the United Stetes, 
but to other areas of the world. Their exports have expanded year by year at 
accelerating rates, which will continue to accelerate further as their productive 
facilities expand. 

Many of the nations of the Western World, including Japan, have already solved 
their interns tional payments difficulties and have now developed larger holdings 
in dollars and gold than they have enjoyed since the beginning of World Wer I 
in 1914. 

These improvements in conditions abroad have permitted several nations—one 
by one—in the last two years to ease many of the worst of the unfair competitive 
practices and discriminations, which all of them had applied for many years 
against the United States (and also against Japan and West Germany). 

As the rest of the nations of the Western World nee improve their 
positions in the future, it is natural to expect that they likewise will progressively 
try to eliminate these unfair practices, especially as they return to convertibility 
of their currencies. 

At that time, an international trade organization of limited jurisdictions and 
functions could accomplish many constructive objectives of the reciprocal trade 
program and do much by international cooperstion to stabilize and expand inter- 


national trade, as well as prevent the return of the conditions that have prevailed 
since 1920. 


‘8 Economies of Tariffs—National Industrial Conference Board, July 1953. 
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Such an effort, however, is far afield from the present program of on State 
Department which—in addition to attempting to esteblish f. T. O. or O. T. C._— 
has largely been concerned in the hopeless attempt to correct the symptoms of 
the diseases that had pervaded the international, trade of the Western World 
rather than recognize their causes anc find cures for them. 

United States foreign trade related to United States national income.—In our final 
appraisal of the reciprocal trade program, it will be helpful to relate United States 
exports, imports, and export surplus for selected years to the national income of 
the United States. For instance, in 1929 the gross national product (for which 
data are not available prior to 1929) was $104.4 billion, while total exports were 
$5.2 billion, or 5 percent of the gross national product (GNP); imports were 
$4.4 billion of 4.2 percent of the GNP: nue the surplus of exports over imports 
was $840 million or 0.8 percent of the G 

The table below shows the total exports, abst and the export surplus. both 
in dollars and, as percentages of the “ENP, for 1929, and for the periods 1935-40, 


and 1946-55. 
TasLe A.—Ratio of United States foreign trade to gross national product (GNP) 
{In billions of dollars} 


| } 


Total Percent Percent | Export | Percent 


: 
Yearly average ! GNP | exports | of GNP | ™Ports | of GNP | excess | of GNP 


0.8 
-7 
4.8 


1 Calendar years. 
Source: U. 8S. Department of Commerce reports, or derived therefrom. 


The table below, table B, gives the same data but includes data for our com- 
mercial exports and the excess of commercial exports over imports for the period 
1946—54 (commercial exports for 1955 are not available). 


TaBLe B 
Yearly average, 1946-54: 
Gross national product 
ROGGE CRINUN on on nce ne te toe ae erase anaes Sac gests tet scoot 
Percent of gross national product 
CII RN a i i a cc es cach os ca aaa he ee 
Percent of gross national product 
General imports 
Percent of gross national product 
APPA ee I eee let ie ee oe cad a gee go ee ne a ea 
Percent of gross national product 
Commercial export excess 
Percent of gross national product 


COWS OUI SO 


Source: U. 8. Department of Commerce reports, or derived therefrom. 


Table C is derived from tables A and B and contains only percentage data 
relating dollar data to the gross national product. 


TaBLeE C,— United States foreign trade components as percentages of gross national 
product 


ca ex- | Unaided | Totalim- | Excessof | Excess of 


total ex- unaided 
ports | exports ports ports exports 
| 


1 There were no otpisiti aid programs in these periods. Therefore, these data are the same as those for total 
exports. 


pe ean aaa oe 
| 
ma 


Source: U. S. Department of Commerce reports, or derived therefrom. 
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It will be noted from table C that in 1929, as a percentage of gross-national 
product, total exports at 5 percent represented the alltime peak of the periods 
covered, only slightly higher than 4.6 percent for 1946-54, despite the fact that 
in this period United States spent more than $50 billion in foreign-economic and 
military-aid programs. It will be further noted that in the two depression pe- 
riods between 1930 and 1940, exports as a percentage of the gross-national prod- 
uct—at 3.3 percent and 3.6 percent—were substantially below those of 1929 (5 
percent) and of the postwar period (4.6-percent). 

When unaided exports are considered, however, we find that in the period, 
1930-34, before the reciprocal-trade program became operative, unaided exports, 
as a percentage of the gross-national product, were 3.3 percent. They rose to 
3.6 percent in the period, 1935-40, not merely due to the reciprocal trade pro- 
gram, but to the overall recovery efforts of the Federal Government during the 

eriod. 

. More interesting, however, is the fact that unaided exports, as a percentage 
of the gross-national product, were identical in the periods, 1935-40, and 1946-54. 
These data seem to indicate that the reciprocal trade program in the postwar 
years had little influence on our exports. At best, the result did not exceed the 
difference between 3.6 percent for the period, 1946-54 (when the program was 
operating), and 3.3 percent in the period, 1930-34 (before the program became 
operative), which amounts to only 0.3 percent of the gross-national product. 

When we consider imports, as percentages of the gross-national product for 
the various periods, we find that, except for 1929, the percentages for the various 
periods are almost identical at 2.7 percent for the period, 1930-34, 2.8 percent 
for the period, 1935-40, and 2.9 percent for the period, 1946-54. 

The same is true when we consider the excess of total exports over imports. 
There the data show 0.8 percent for 1929, 0.6 percent for the period, 1930-34, 
and 0.8 percent for the period, 1935-40, with a sharp increase to 1.7 percent for 
the period, 1946-54. The sharp higher figure for 1946—54 is, of course, the con- 
sequence primarily of the economic and military-aid programs of that period. 
The percentage, 0.8, for 1935-40, indicates an increase of 0.2 percent in that 
period over the period, 1930-34, at 0.6 percent, or approximately a gain of one- 
third between the 2 periods, as a consequence of the overall recovery program of 
the administration, and not the reciprocal-trade program alone. 

Upon consideration of the excess of unaided exports, however,ewe find that 
for all periods, with the exception of the pre-reciprocal-trade-program period, 
1930-34, of the depression years, the excess of unaided exports, as a percentage 
of the gross-national product, are identical at 0.8 percent. 

While these statistical data are not conclusive, they are very persuasive, if not 
convincing, evidence that the expansion and contraction of our unaided exports, 
as well as our imports and our excess of unaided exports over imports are con- 
trolled by the (relative) general prosperity of the country and not to any 
appreciable extent by the reciprocal-trade-agreement program. 


Tas_Le D.—Ratios of United States commercial exports and general imports to gross 
national product 


[In billions of dollars) 





| Percent of | | Percent of | Excess, (+)| Percent of 
Gross s)} | a. . ¥i 35 
national Commercial) gross General gross commercial gross 


exports national imports national jexports,(—)| national 
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product | product | product imports | product 
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However, by reference to table D, where data are given for individual years 
for the period 1946-54, it will be noted that commercial exports, as a percentage 
of the gross national product, have risen less rapidly than have imports, with 
the consequence that the excess of commercial exports over imports—as percent- 
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ages of the gross national product of those years—has been declining almost con- 
tinuously, with a decline from 1947 to 1954 of approximately 80 percent. 

In conclusion, these data substantiate the earlier analysis of our foreign trade 
in both current and common dollars. In conjunction, they are convincing evi- 
dence that the reciprocal trade program has not benefited our export industries. 
Instead, it has benefited the foreign trade of other nations. 


TABLE 1 


Total United Commercial 
States exports | Commercial exports (in 


(in millions of | @*ports (in millions of 


(in millions of millions of 


common co anon 
current dollars current dollars) dollars !) 


Average 1946-55 
A VOUS THRO: ccnttbuddsccscitcthices 10, 711 


1 This column converts the data of the previous column fron current dollars to common dollars to adjust 
for variations in the purchasing power of the dollar from year to year. The conversion is made on the basis 
of the wholesale commodity index which is rore appropriate for exports and imrorts than is the consumer 
price index (which includes Federal excise taxes and State and lozal general sales taxes). 

Purchasing power of the dollar—1947-49 base (figures for conversion from 1935 to 1952 from 1953 statistical 
supplement to Survey of Current Business—later ficures fron Montly Survey of Current Business). 

For w*olesale price index, figures from 1929 to 1934 are a conversion of the old wholesale price index 
(1926= 100) to the 1947-49 base. 


Source: All figures in this table are from, or dertved from, U. S. Department of Commerce reports. 
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TARLE 2 


General im- 
ports (in 
millions of 


current 
dollars) 


General im- 
ports (in 
millions of 
common 
dollars ') 


Excess of 
exports (in 
millions of 

eurrent 
dollars) 


Excess of 
exports (in 
millions of 

common 

dollars ') 


| Excess com- 
mercial ex- 
ports over 
im (in 
millions of 
curre t 
dollars) 


1137 


Excess com- 
mercial ex- 
ports over 
imports (in 
millions of 
comiron 
dollars ') 


1940 5 
Average 1935-40 
1041 
1942 
1943 
1044 
1946 
1947 

1G4s 
1949 
1V50 

1951 

1952 
1953 
1954 


195, 


em Sn 0 Se gO! 


a3 


se she on 
& 


+1, 665 
— 999 
+1, 574 
+1, 576 
+600 
+2, 182 


eB 


$33 


moo. 
Se 


Be Le ee oe et OO OO 


é 


Average 1946-55. _| 
Average 1946-54 





This column converts the data of the previous column from current dollars to common dollars to adjust 
variations in the purchasing power of the dollar from year to year. The conversion is made on the bas.s 
the wholesale commodity index, which is more appropriate for exports and imports than is the consumer 
rice index (which includes Federal excise taxes and State and local general sales taxes). 
Purchasing power of the dollar—1947-49 base (figures for conversion from 1935 to 1952 from 1953 statistical 
supplement to Survey of Current Business—later figures from Monthly Survey of Current Business). 


For wholesale price index, figures from 1929 to 1934 are a conversion of the old wholesale-price index (1926- 
100) to the 1947-49 base. 


Source: All figures in this table are from, or derived from, U. 8. Department of Commerce reports. 


APPENDIX 
OFFENSIVE AND DEFENSIVE WEAPONS IN INTERNATIONAL TRADE !® 


Origin of modern economic weapons in international trade.—Subsidies of various 
kinds (direet and indirect), foreign exchange controls and manipulations, and other 
barriers on export and import transactions in international trade were largely the 
product of World War I. Prior thereto, they were rarely found in international 
trade. In any case, they were not extensively used. 

The disrupting effects of World War I, however, were so drastic upon the 
internal economies and external relations of most European nations, that, imme- 
diately following the war, they developed many and various kinds of new weapons 
of offense and defense to encourage and stimulate their production and exports 
and, at the same time, minimize their imports. By doing so, they hoped to secure 
continuing surpluses of exports over imports and, thereby, earn foreign currencies 
or credits with which to pay the unprecedented international debts that had been 
incurred by most European nations—primarily to the United States and Great 
Britain. 

As one nation adopted a new offensive weapon to expand its exports, other 
nations immediately followed suit, while those nations whose markets were 
threatened with invasion developed new weapons of defense to protect their 
internal markets. The result was that each device, offensive or defensive, 
became the weapon for an increasingly intensive, competitive, and retaliatory cut- 


” Extract from a brief—The Foreign Trade Position of the United States—submitted to the Randall 
Commission in 1953 by O. Glenn Saxon. 





1138 ORGANIZATION FOR TRADE COOPERATION 


throat warfare among all nations for the constricted trade of the world. Conse- 
quently, international trade was reduced to levels below those that otherwise 
would have prevailed. 

Tariffs less effective than other trade barriers.—The effectiveness of these various 
devices, as barriers to expansion of international commerce, in contrast to the 
relatively lower effectiveness of tariffs, has been acknowledged almost unani- 
mously by all who have had experience in this field. On May 20, 1935, United 
States Assistant Secretary of State Grady, only a year after the adoption of the 
reciprocal trade program by the United States, speaking before the national 
foreign trade council, said: 

“Even more serious than tariffs and trade barriers and far more threatening 
with respect to the future of world industrial development is the virtual destruc- 
tion during the last 4 years of the structure of international prices because of the 
gross discriminations, preferential trading agreements and arbitrary control of 
trade through import quotas, exchange allodations and the like.” 


In his official 1939 report, United States Secretary of Commerce, Harry Hopkins, 
declared: 

“Obstacles to foreign intercourse * * * became perhaps even more numerous 
and complex during the past year than in preceding years. * * * The situation 
has been rendered the more confusing during recent times * * * by the forma- 
tion of trade areas and currency blocs to which access from outside areas is com- 
pletely or partially closed by the use of extraordinary control devices.”’ 

The national industrial conference board summarizes its findings 7° in this field 
as follows: ‘‘Many of these restraints on international trade are far more effective 
barriers to its expansion than are protective tariffs. Most such restraints are 
not practiced by the United States Government.” 

The conference board in its report devotes 2 entire sections to these subsidies 
of exports and various restrictions on imports, including exchange quotas and 
controls. It enumerates the various devices and catalogs those used by various 
countries to stimulate their own exports and contract imports. 

It is advisable here to analyze the effects of these various weapons of offense 
and defense in some detail in order to appreciate more fully their disruptive 
effects on international trade. 


EXPORT CONTROLS AND SUBSIDIES OF FOREIGN NATIONS 


Minimum export prices.—The most effective weavon used in past and recent 
years by some nations that enjoy practical monopolistic positions with respect to 
certain international staple commodities—such as coffee, cocoa, silk, tin, rubber, 
jute, and burlap, nitrates and the like—is the establishment of minimum export 
prices below which no exporter may legally sell. 

This device, often accompanied by discretionary export quotas, is effective only 
where there is comparatively little competition from other areas in the produc- 
tion of these commodities. It permits such nations to extract monopoly profits 
for the nation and its producers from their trade at the expense of consumer 
nations. These practices have been indulged in particularly against the United 
States which, in the years between the two wars, consumed approximately 70 
percent or more of the world’s annual production of these products. 

These minimum export prices are usually accompanied by export duties which 
are generally paid by the consumer. These export duties constitute one of the 
major sources of governmental revenues in these countries. The United States 
cannot directly retaliate, even if it chose to do so, because of a prohibition in 
its Constitution against tariffs on its exports. 

In addition, these countries with monopoly positions have from time to time 
established national and international commodity control schemes with respect 
to these particular commodities. These schemes are discussed later. 

Export subsidies.—Practically all nations—except the United States—in the 
first decade between the two world wars, adopted export subsidies to stimulate 
their sales to foreign markets. These export subsidies take many forms. 

Generally, they are direct cash subsidies to all exporters of particular products, 
the production and sale abroad of which the subsidizing country hopes to in- 
crease. Such subsidies permit exporters to consummate transactions abroad 
that would otherwise not be possible or would go to foreign competitors whose 
production costs may be lower. Exporters, for instance, may receive cash sub- 
sidies per bushel of wheat or pound of cotton or unit of manufactured product. 


2% The foreign trade position of the electrical industry, October 1953. 
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They may receive flat sums in cash for each export shipment—with higher 
subsidy rates for higher volume of sales. 

Most countries also offer export subsidies in the form of agreements guarantee- 
ing all exporters against losses on foreign sales and insuring the credit of foreign 
customers to whom sales are made on long-term credit account. 

Many export subsidies are indirect, such as the allocation of essential mate- 
rials—at prices lower than for other purposes—for conversion by producers 
of export merchandise. At times, only exporters can secure allocations of such 
materials at any price, particularly in state-trading nations. 

Subsidization of exports may take the indirect form of stimulation of produc- 
tion of various exportable items. These indirect subsidies frequently result in 
sharply increased production volume at lower production costs. They fre- 
quently result in sales abroad at prices substantially below those maintained on 
their home markets by cartelized producers. 

All countries follow the general practice of granting exemptions of export sales 
from excise, turn-over and general sales taxes. In some nations, refunds of special 
social security and wage-supplement taxes are also made to exporters. In Great 
Britain, excessively high income and excess profits taxes are said to encourage 
export sales at prices below production costs in order to reduce taxes that other- 
wise would become due on domestic operations. 

Many countries also stimulate exports by direct grants for export promotion 
campaigns, as well as by faster write-offs of investments in capital equipment 
for production of export merchandise. 

Discriminatory subsidies —The worst feature of export subsidies, both direct 
and indirect, is that they frequently, if not generally, are granted on a discrimina- 
tory basis—in favor of exporters to the United States in order to permit the 
expansion in dollar sales, or to neutral markets where domestic exporters are 
competing with German, Japanese or United States exporters. 

As one nation begins a subsidy program, develops a new export subsidy, or 
increases its rate of subsidy, other nations follow suit with the result that subsidy 
wars tend to become more and more intensive and extensive. 

Foreign exchange controls to stimulate exports—The manipulation of the values 
of currencies of foreign nations, as a device to stimulate their exports, has been 
widely practiced abroad since 1920. Again, they have been practiced primarily 
on a discriminatory basis against United States competitors or used to leap over 
United States tariffs on imports. 

For instance, Germany, Japan, and Great Britain, from time to time, seeking 
to expand their exports to neutral countries in competition with United States 
exporters, as well as to expand exports to the United States market, grant their 
exporters the right to retain specified percentages of dollars earned from export 
sales. This is a special discriminatory privilege because all other foreign ex- 
change earned abroad since World War II must usually be delivered to the gov- 
ernment of the exporting nation. 

In addition, bilateral agreements are frequently negotiated between 2 nations, 
with exchange rates adjusted from official parties to permit exchange of products 
which otherwise would not flow between the two nations, thereby in effect, not 
only destroying multilateral trade, but reducing international trade to barter on 
a bilateral basis. 

Most nations grant their exporters special discriminatory rights to exchange 
foreign currencies, particularly United States dollars, into their domestic curren- 
cies at rates sharply below their official parities, thereby permitting exporters to 
leap over foreign tariff barriers which otherwise would be prohibitive on a strictly 
competitive cost basis. 

Competitive exchange depreciations as export subsidies —More important by far 
than these export and exchange subsidies, discriminatory or otherwise, was the 
use in the years between the 2 World Wars of the deliberate depreciation of a 
nation’s Own currency as a weapon of international competition. 

There are times when nations are forced by economic conditions and forces be- 
yond their control, as well as by their own mismanagement of monetary, fiscal, 
debt, and tax policies, to devalue their currencies. This is in effect similar in 
many respects to bankruptcy of private enterprises. If done for economic rather 
than political or competitive purposes, devaluation is a necessary step for nations 
in financial stress. There is no just complaint against it, just as there is none 
against provisions under national laws for rehabilitation of honest bankrupt 
private enterprises. 

However, the theory of “currency management” which within the last three 
decades has been practiced by socialistically inclined governments, lends itself 
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directly to deliberate and repeated devaluations for domestic political reasons— 
in the name of full employment or redistribution of wealth—or purely for the 
purpose of securing benefits for both the internal economy and the external rela- 
tions of a nation from relatively short or temporary advantages that always result 
from exchange depreciations, whether deliberate or involuntary. These advan- 
tages accrue, however, only at the expense of other nations and, while temporary, 
may last for a year or two and cause incalculable damage to other nations. 

For instance, foreign exporters selling in United States or third markets can, 
when their own national currencies are cut loose from gold and allowed to de- 
preciate, say, 40 percent in terms of gold or dollars, sell their export products 
abroad at a discount of 40 percent in gold or dollars without reducing the prices of 
these products in their own currencies. 

Effects on United States (1930-32).—Between September 1931, and July 1932, 
the wholesale commodity index in the United States dropped 25 percent, largely 
due to the suspension of gold by, and the resulting reduction in gold prices of the 
products of, the British Empire and other currency depreciating nations. At that 
time more than 40 nations suspended gold and depreciated their currencies, as a 
consequence of the international monetary and financial crisis that had developed 
following the suspension of reparations by Germany in July 1931. Some of these 
devaluations were necessary, some were defensive, and some were unnecessary, 
but were essentially retaliatory. 

Some foreign nations, however, between 1920 and 1939 deliberately or unneces- 
sarily devalued their currencies several times in order to secure the temporary 
advantages accruing to them from such action. cee justified or rather ration- 
alized their devaluations as forced by the refusal of the United States to accept 
their exports in sufficient volume to service their debts to the United States and 
her nationals. But these devaluations in many instances continued long after 
they had already defaulted on their debts to the United States. 

Devaluations, however, after a period of a year or two, result in rising prices 
within the depreciating nations and in time, therefore, the advantages on the 
export markets are lost. The length of this period may be increased by mainte- 
nance of rigid price controls on the domestic markets of the depreciating nation. 
Simultaneously, while exports are increasing, the imports of the depreciating 
nation fall because the purchasing power of the currencies of the depreciating 
country, with respect to foreign products, is correspondingly reduced. The net 
result of currency depreciation is the reduction of imports and expansion of 
exports, thereby maximizing the export balance or reducing the import balance 
of the depreciating nation. 

It is worthy of note here that depreciation of a nation’s currency has several 
effects—the decrease in the real wages of the depreciating nation, through rising 
domestic living costs, as well as expansion of its exports and contraction of its 
imports, with an eventual rise in the internal price level. 

Currency depreciation of one nation frequently results in competitive, defensive, 
or retaliatory devaluations by other nations whose home and neutral markets are 
threatened by the process. There is, therefore, frequently a spiralling of devalua- 
tions, with prices of world staple commodities falling sharply in terms of gold and 
dollar values. 

This process is one of the most powerful factors in the sharp decline in the 
United States wholesale commodity index in 1932, when that index dropped to a 
point 59 percent below its 1920 level, with most of this decline coming within the 
period 1929-32 to break the United States price structure. 


QUOTAS, EXCHANGE CONTROLS, TARIFFS, AND OTHER BARRIERS TO IMPORTS 


Foreign nations, in the period between the 2 world wars, not only manipulated 
their national currencies to expand exports, but also to reduce imports. In 
addition, they raised their protective tariff rates—frequently to prohibitive levels. 
However, they developed many other devices of unfair competition to raise 
increasingly high barriers of various kind around their domestic markets. Many, 
if not most, of these defensive weapons of international trade have proven to be 
much more effective barriers to imports and to expansion of international trade 
than tariffs on imports. 

Domestic subsidies.—One of the most common devices practiced following 
wars has been the subsidization of home-grown agricultural products by nations 
in order to reduce their imports, particularly of foodstuffs. For instance, after 
World War I, most European countries and Great Britain paid as much as the 
equivalent of 4 to 8 cents per pound in subsidies for home-grown beet sugar for 
many years behind high tariff walls, when they could buy all their sugar require- 
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ments from Cuba or Java at one-third to one-quarter of their home production 
costs. To a minor degree, similar subsidies were paid to expand domestic indus- 
tries. 

Import Embargoes, Licenses, And Quotas.—Most nations since World War IT 
have also revived and greatly intensified the use of various other practices to reduce 
their imports while expanding their exports. 

Their restrictions on imports have been primarily aimed at imports from the 
United States except where they are the results of United States gifts or loans. 
They have, therefore, been highly discriminatory and, without doubt, will con- 
tinue so against United States exports in the coming years, as well as against 
Germany and Japan. 

Discriminatory quotas on imports.—These devices, all of which merit more 
detailed analysis as to their effects, include outright embargoes or maximum 
quotas on particular imports at such low levels as to be in effect prohibitive with 
respect to various United States products. The purpose is to avoid to the 
maximum extent possible all purchases of any United States products which can 
be bought elsewhere in order to reduce the so-called ‘dollar shortage.’’ They 
are available at all times for dis:riminatory action against the United States in 
favor of other areas, particularly present or former colonial areas of the importing 
nation. These discriminatory devices have also been applied to the exports of 
Germany and Japan in the years between the 2 wars and are now being so applied. 

In respect to other products, those against which prohibitive embargoes are 
not placed, licenses are required for all imports. These licenses, as is also true 
of the quotas, are usually granted, not as a matter of legal right of the importer, 
but as a matter of executive discretion. They are used to implement the quan- 
titative quotas that are established periodically with respect to particular classi- 
fications of imports from all or particular nations. Here again, both the quotas 
and the licenses are used to discriminate against all but essential products from 
the United States, especially where they can be purchased elsewhcre in currencies 
other than United States dollars. 

Discriminatory exchange quotas —In addition to these restrictions on imports 
there are also highly arbitrary and discriminatory licenses and quotas with 
respect to foreign currencies which must be paid for imports. Various countries 
establish exchange quotas for particular foreign currencies, which cannot be 
exceeded. In addition, special licenses must be obtained by each importer to 
assure that he will have available the foreign currency with which to pay for 
particular import transactions. Without such a license, the transaction is not 
possible. These licenses are usually granted on a discriminatory basis in favor 
of “soft’’ currencies, as compared with the United States dollar. 

The general consensus is that all or most of these devices are much more 
effective in the minimization of imports and maximization of exports and in 
prevention of expansion of international commerce than are tariff structures, 
particularly where they are left, as they usually are, to the arbitrary discretion 
of the executive department of the various governments and are not established 
as a matter of law at fixed rates. They are particularly objectionable where 
they are used on a discriminatory basis. There has been some justification for 
them in the years since World War [I up to now because of the acute conditions 
in most nations immediately following the war. But now, with the reconstruc- 
tion and recovery in production that has been effected largely as a consequence 
of United States grants-in-aid and loans which now are approaching their end, 
it is certain that all these restrictions will be intensified and used primarily as 
offensive and defensive weapons against the United States, Germany, and Japan 


OTHER UNFAIR PRACTICES IN INTERNATIONAL TRADE 


Other effective barriers on expansion of international trade are national and 
international cartels, governmental and intergovernmental commodity control 
schemes, and state production, state financing and state trading. 

Private cartels —One of the most common, as well as most effective, devices 
used in the period between the two wars and most likely to be revived and in- 
tensified in the immediate future is the international private cartel. It has been 
used extensively as a weapon of offense against particular nations on a discri:mina- 
tory basis. 

Monopoly has never been considered illegal in Europe, as it has been in the 
United Kingdom and in the British Empire at times (though not since 1920), 
and in the United States since 1890 (except when chartered as a genuine public 
utility and so regulated by government to prevent abuses). 


75018—56——73 
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The chief function of cartels—private or governmental—is to restrict produc- 
tion, fix prices, allocate sales territories, and generally restrict competition among 
competitors. They are organized by national producers or their governments 
in order to effect these purposes within their own countries. Most European 
industries are so organized. The various national cartels of particular industries 
are usually coordinated by an international cartel in each field which serves to 
allocate territory and fix prices on the world markets. Frequently, they have 
adopted the process of “dumping” their products abroad at prices below those 
maintained on their home markets. 

They also sell cartelized products into third or neutral foreign markets at prices 
below their true production costs in order to foreclose United States and other 
foreign competitors from entering those markets. 

These cartels were so effective against United States exporters that, as early as 
1919, the United States, through the Webb-Pomerene Act, authorized United 
States exporters to compete, by coordinated action, with foreign (private) inter- 
national cartels so as to permit them to retain at least some percentage of their 
foreign markets in these cartelized fields by mutual agreement with foreign 
producers. This action, however, is pomalateal: to United States exporters only on 
condition that they do not restrict production, fix prices or engage in other unfair 
competitive practices on the United States (domestic) market. 

Private cartels were purely permissive abroad until the rise of dictators outside 
Soviet Russia in the second decade of the period between the two world wars. 
Hitler, Mussolini, and Tojo, each in his respective nation, made cartelization of all 
industries compulsory under state domination of their production, wages, hours of 
work, and prices. 

These monopolies held domestic prices in their countries at relatively exorbitant 
levels in comparison with those of the United States. The economies of these 
nations were based upon monopoly capitalism, not upon competitive capitalism, 
which prevails in the United States. It was primarily for this reason that the 
peoples of Europe (and Japan) were willing to accept communism, fascism, or 
socialism. To them there was little, if any, difference between private monopolies 
and State-owned-and-operated monopolies. 

Since World War II, United States industry has repeatedly expressed opposition 
to the revival of international private or governmental cartels. However, they 
have been revived in Europe, with the exception of Germany, where they were 
outlawed during the occupation, as they were in Japan. Whether or not these 
two countries will revive cartels, once they regain their full sovereignty, is uncertain. 
In all probability, however, international private cartels will become much more 
active and aggressive in coming years. Once more they are likely to become 
disrupting barriers to freer international trade. 

Covernmental commodity control schemes.—An outgrowth of the international 
private cartel has been the development of national and international govern- 
mental commodity control schemes whereby various governments, acting alone or 
under international agreement, have attempted to accomplish in respect to raw 
materials what private cartels did primarily for manufactured products. 

Great Britain’s rubber control scheme.—Great Britain, acting alone for her far- 
eastern colonies, in 1922—at a time when natural rubber from these colonies had 
fallen on the United States market to an annual average of 16 cents per pound 
(for the standard grade) in contrast to prewar prices of more than $1 per pound— 
organized the so-called Stevenson restriction program which functioned until 1928. 

he result was a rise in the price of the standard grade of rubber on the United 
States market from a then record absolute low of 10% cents in 1922 to a post- 
war absolute high of over $1.20 per pound in 1926 (with an annual average of 
73 cents) under rigidly enforced restrictions on production and exports. By 1928, 
however, Britain had lost control, at least temporarily, of her monopoly position 
in rubber. 

The Dutch East Indies in the meantime had expanded production sharply under 
the price umbrella held by the British. Meanwhile, the United States had devel- 
oped a reclaiming industry which previously had not existed except nominally and 
research had begun in Germany and the United States to develop a commercially 
feasible synthetic rubber to free the world from the British natural-rubber monop- 
oly. The United States in that period was consuming more than 70 percent of 
the world’s annual production of rubber and was paying huge monopoly profits to 
British colonial producers. 

The threat of these developments resulted in the cancellation of the British 
scheme in 1928, with the consequence that unrestricted production throughout the 
world drove the price down 4 years later to an average annual price (for the stand- 
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ard grade) of 3.4 cents per pound (and an absolute low of 25% cents) in 1932 from 
the annual average of 73 cents per pound and the absolute peak of $1.20 in 1925, 

This British experience in rubber is typical of most other governmental and 
intergovernmental commodity control schemes, such as those of Japan in camphor 
and silk, Brazil in coffee, Bolivia, Britain, and the Dutch East Indies in tin, and 
Cuba and Java in sugar, etc. Largely as a consequence of the economic forces set 
in action by these schemes, synthetic rubber was developed to break the British 
rubber monopoly, nylon and synthetic camphor to break the Japanese monopolies, 
and synthetic nitrates to break the Chilean monopoly forever. 

Controlled commodities, once the controls were broken between 1928 and 1931 
by economic forces, fell faster and deeper than did the uncontrolled commodities 
throughout the depression years. 

Between 1920 and 1932 the average annual price of the standard grade of 
rubber in the United States declined 95 percent; of silk, 94 percent; and of coffee, 
70 percent; while the wholesale price index declined only 59 percent in the same 

sriod. 

Pe The Dutch East Indies later (in 1934) joined the British in reviving the rubber 
restriction program, which functioned on a more limited production and price 
basis until the outbreak of World War II. 

State production, State financing, and State trading —World War I converted 
Russia into a Communist nation. The worldwide depression in the years between 
the two wars brought fascism in certain other nations. World War II has con- 
verted still other nations to milder (until now) forms of state socialism. 

All forms of state socialism directly or indirectly control production, financing 
and distri»ution of goods and services, thereby preempting private entrepreneurs. 

During and since World War II many capitalistic nations—even the United 
States—have engaged in state production, financing and trading, as temporary 
emergency operations. Some of these operations, however, have continued up 
to the present time. 

During the war, the United States bought for several years at fixed prices the 
entire output of Cuban sugar producers, as well as the entire output of the copper 
mines of Chile and the tin mines of Bolivia. At the same time, Great Britain 
bought the entire exportable portion of the Canadian wheat crop for 5 vears and 
renewed the contract for a second period after the war, with the government of 
Canada selling to the British government at fixed prices. 

Temporary emergency measures tend to become permanent.—T hese war emergency 
operations created vested interests which have been loath to see them diseon- 
tinued. With the refusal of the United States Government to continue bulk 
purchasing of the tin output of Bolivia, that country has nationalized its tin 
mines. hile, on the other hand, has not nationalized its copper mines, but now 
acts as seller of all its copper to the world markets at minimum prices fixed by 
its government. Argentina has for some years followed the practice of buying 
all its exportable products from its producers and selling them on world markets 
at profits to its government. A similar operation is being conducted by the 
British in their West African colonies that produce cocoa. Profits on this opera- 
tion are accumulated in a fund to improve the living standards of the natives of 
these colonies. 4 

During and since World War II, various nations, particularly the Government 
of the United States, undertook to make huge free grants-in-aid, as well as long 
term loans to foreign nations. This practice of state-lending between govern- 
ments has continued since the war, with the result that private international 
finance has been to a major degree eliminated. 


The CHatrMan. You do not have copies for the members of the 
committee? 

Mr. Saxon. I have a condensation of it, sir, which is available to 
the members of the committee. I would like to inquire how much 
time I will have, because even the condensation is a long one. 

The CuarrMan. Naturally, we have several other witnesses to bé 
heard and we will appreciate for you to be as brief as you can, since 
you say you are going to present a condensation. 

Mr. Saxon. On the other hand, sir, I, at the request of a member 
of this committee, was invited to testify here. I spent 3 weeks 
preparing to do so. 

The CuHarrman. You are recognized. Go on with your statement. 
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Mr. Saxon. I would like to know how long I would have to do it, 
because I have to cut my statement accordingly. 

The Cuarrman. All right, go ahead. 

Mr. Saxon. You are all familiar with the fact that the Trade 
Agreements Act was passed in 1934. There are extensions of it 
without the caveats. And since 1950 there have been four caveats 
reserving the right of Congress to approve or disapprove the agree- 
ments that have been negotiated under the Trade Act of 1934. There 
are cases in the courts today questioning the constitutionality of that 
act. I am personally convinced—and | a not a practicing lawyer, 
but I am a graduate of a law school—that the act is unconstitutional 
and that agreements negotiated under the act likewise are unconsti- 
tutional. I am further convinced that OTC, if passed by this Con- 
gress, will likewise be unconstitutional. Therefore, I want to talk 
only very briefly to the constitutionality of it. I am more interested 
in the general policies and the results of those policies, and I think on 
that score, if not on the constitutional issues, this committee should 
refuse to accept this bill and should instead review critically the 
entire trade agreements program before it does anything further. 

The CHarrMAN. You may be seated if you desire. 

Mr. Saxon. I would prefer to stand, if you don’t mind, 

The Cuairman. All right, just as you like. 

Mr. Saxon. With regard to the constitutionality, I simply want 
to mention one or two things in passing, and leave to the others who 
have studied the legal aspects of it more fully to go into detail on it. 
I am going to read from my brief very shortly. I would first say that 
in the period 1934 to 1940 the State Department renegotiated 21 indi- 
vidual bilateral agreements with various nations. Eighteen of those 
21 nations insisted upon ratification of those agreements by their 
parliaments. There are no statistical data available to the record in 
the postwar years, but I believe on the basis of my own research that 
the great majority of all nations have consistently demanded ratifi- 
cation of these agreements by their respective legislative bodies. 

In the second place, I would like to read a statement that was made 
by no less than Mr. Cordell Hull, former Secretary of State, on the 
floor of the House when he was a Member of that body. He was 
speaking at that time with respect to the Hawley-Smoot Act which 
was then in bill form before the House. He said as follows: 

The proposed enlargement and broad expansion of the provisions and functions 
of the flexible tariff clause—in the 1930 act—is astonishing, it is undoubtedly un- 
constitutional, and is violative of the functions of the American Congress. Not 
since the commons wrenched from an English king the power and authority to 
control taxation has there been a transfer of the taxing power back to the head of a 
government on a basis so broad and so unlimited as is proposed in the pending bill. 


As has been said on a former occasion, ‘‘this is too much power for a bad man to 
have or for a good man to want.” 


That Hawley-Smoot Act was subsequently sustained as constitu- 
tional by the Supreme Court, despite its flexibility. It required open 
hearings and that bill was debated in the committees of both the 
House and the Senate and on the floors of both the House and Senate. 

The Trade Commission Act, on the other hand, has not the definite 
standards to the extent that the Hawley-Smoot Act has. It does not 
provide for the appeals that are required under the Hawley-Smoot 
Act, and as a consequence I think we can logically conclude that if 
there is any doubt about that act, if what Mr. Hull says here is true in 
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any degree, it can be applied doubly to the Reciprocal Trade Agree- 
ments Act. 

All I am saying here is this, sir: That there is doubt as to the con- 
stitutionality. I am not qualified to go into it in any detail, but I do 
urge on Congress the advisability of reviewing the constitutionality, 
not only of the act itself, but also of the agreements under the act and 
particularly of OTC. 

OTC, as we know, is an agreement that has been negotiated between 
35 nations, including the United States. It would organize OTC not 
only as an administrative body to function and administer GATT, 
but it would also have other powers. As a consequence of its adminis- 
tration of GATT I do not see how anyone can say that ratification of 
this bill does not also ratify GATT. The administration of GATT isso 
interwoven with the functions of OTC that one could no longer func- 
tion without the other, and consequently approval of one means 
approval of the other. 

You all recall that in 1949 there was submitted to Congress, and 
hearings were held before the Foreign Trade Committee—I think it 
was the Foreign Trade Committee—of the lower House, what was 
known as the bill to recreate ITO. Because of the very obvious 
socialistic aspects of that measure it was allowed to die in committee. 
Though it is now dead, it is still informally being carried out in the 
United Nations. 

A representative has been financed and invited to sit with various 
groups of the United Nations. It is quite conceivable that OTC, with 
its power of self-amendment, over which the United States would have 
no veto and in which they would have only one vote, could so self- 
amend its own charter that it could reestablish two particular chapters 
of ITO, and therefore become a supra-national body, and it could be 
done over our protest and without our consent. In fact, the proposed 
charter provides that ITO can, by agreement with United Nations; 
become affiliated with it as an independent agency. 

The two chapters that are particularly disturbing in the ITO charter 
are chapter 5 and chapter 6. Chapter 5 would have given ITO power 
to regulate and actually, if they saw fit, to outlaw in international 
trade any private monopoly or any private international cartel, the 
socialist theory being that private monopolies and private cartels and 
private monopolistic practices in international trade are contrary to 
the public interest. 

On the other hand, we in this country authorize our industries under 
the Webb-Pomerene Act of 1918, in order to protect ourselves and 
maintain our proper share and representation in the organization of 
world trade, to enter into international cartels operating abroad. 
Otherwise, they would be shut out of foreign markets. Under that 
chapter, however, ITO would have power to prevent that type of 
activity. 

_ Following that is chapter 6 of ITO, which is even more damaging 
in its implications and dangers to the United States. It would give 
ITO power to organize, regulate and supervise international commod- 
ity control agreements with authority to restrict production, allocate 
sales territory, fix prices, and allocate from nation to nation the major 


raw materials of the world, particularly food products and other scarce 
materials. 
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As I say, those two chapters were the major factors in the defeat 
of that bill in 1949 and 1950 before the House committee. But under 
the self-amending charter of OTC, with the United States having no 
veto and only one vote, those chapters could now be incorporated 
into OTC, if OTC is established. Already there is discussion among 
two groups in United Nations today, of the revival of those two chap- 
ters. It would only be logical that if OTC is established it would be 
used as the vehicle to accomplish those objectives. The supporters 
of OTC argue that there is an escape for the United States in such 
instances by withdrawal. May I suggest that escape is not at all a 
safeguard. First of all, it would hurt our prestige among other nations 
having once joined to withdraw. Secondly, it would subject the 
United States to retaliatory actions on the part of other nations. 
Third and most important, however, without us they could go forward 
and penalize the people of this country through the revival of the activ- 
ities of the many commodity control agreements which have functioned 
on a very wide scale between 1920 and 1940. There were 15 or 20 of 
them which operated at the expense of the American people. They 
control commodities that are not produced in the United States—tin, 
rubber, which at that time was not produced here in synthetic form, 
coffee, tea, sugar, burlap, silk, camphor, coca beans, and many others. 

Though we do not produce those commodities, we consume 70 per- 
cent or more of their world production. In my trading experience 
between 1920 and 1931 I saw the British restrictions scheme on rubber 
raise prices from 10% cents in 1922 to $1.20 2 years later, and in those 
days a Ford automobile was selling at $550, while it cost $125 to put 
four shoes on that car as a result of artificially raising the price of 
rubber so substantially above its true commercial value. That scheme 
cracked up because it was strictly a national cartel organized by 
Great Britain for her own colonies and there was substantial produc- 
tion outside of their area. 

It cracked up, largely as a consequence of the over-production that 
came into the world under the price umbrella held by the British. 
In 1932, rubber fell to 2% cents from its peak of $1.22 in 1926. Then 
2 years later the program was reorganized on an international scale, 
incorporating other rubber producing nations of the world and that 
was broken up only by the outbreak of World War II. 

That is merely an example of what could again happen to the 
United States. Such an organization could so allocate scarce materials 
when we were in a national emergency to such a degree that we 
could not get adequate quantities of them. It could be applied to 
uranium, to tin, to manganese, and to oil at times when we were 
badly in need of such commodities, and many other commodities as 
to which we are fast becoming a have-not nation as we exhaust our 
own resources in them. 

Therefore, I say that the potential dangers of OTC are far beyond 
those that have been discussed up to now in this committee, and I 
strongly urge the Congress not to approve OTC, but to consider the 
establishment of an international organization along the lines of those 
recommended by the Randall Commission 2 years ago, one which 
would be strictly administrative and cooperative, without any author- 
ity to establish or approve any of these devices that would be pri- 
marily aimed against the United States at the behest of other nations. 

Now, the implications of this are not just my imagination. Last 
July the Russian representatives in Geneva stated that they would 
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be very glad now to join ITO if it were revived. They showed no 
interest at the time it was originally proposed, but today they are 
willing to go into it, evidently because at last they have recognized 
the possibilities of the Commuaist and Socialist theories and practices 
that. could be implemented under ITO. And, I repeat, there have 
been pamphlets issued by, as well as debates and discussions in, two 
groups of United Nations, about doing exactly those things that I am 
talking about today. 

Going into another subject, I would like to say that both prior to 
World War II and after the war the United States State Department 
in its negotiations under the Trade Agreement Act has made very 
definite efforts to eliminate high tariffs, not only here but abroad, on 
a reciprocal concession basis, and also to eliminate as far as practical 
the various trade barriers and other offensive and defensive weapons 
that have developed only in the past three decades, since 1920. 

They did not exist prior to World War I. The commercial chaos 
resulting from that war resulted in the development of these new 
trade barriers. The State Department has been very zealous in try- 
ing to remove those barriers and has got general acceptance in prin- 
ciple, that they are wrong, by the nations that are in GATT. 

On the ether hand; in order to expand and maintain the membership 
of GATT the Department was forced to allow various escapes and 
where those practices were then being indulged in, they simply com- 
mitted those nations to remove them, when practical. Now, the 
possibility of voluntary removal under the conditions which have 
been existing in the last 20 years was not very great, largely because 
these various practices, discriminatory primarily against the United 
States, are merely the symptoms of a disease that has infected inter- 
national trade and are not the actual causes of the chaos in interna- 
tional trade. 

The real causes are the socialistic principles practiced by many of 
the nations that are members of GATT. They believe in deficit 
spending, managed currency, and planned inflation. They believe in 
fullemployment. They believe in using international trade to accom- 
plish full employment and many other things that are contrary to the 
principles of a free, competitive, capitalistic society, and until those 
fundamental (but internal) principles are eradicated there is very 
little hope that these practices are going to be eliminated; and they 
have the eseapes already provided for, whereas if we attempt to 
indulge in those various escapes, we are subjected to penalties because 
we have not had such practices in the past, whereas they, having had 
them in the past, could reserve for them and consequently they can 
continue to practice them without penalties under GATT. 

One further matter in regard to OTC comes up in this particular 
respect, and that is that the OTC is not merely an administrative 
agency, for, as I pointed out, it can become a supranational agency 
by amendment, but beyond that it is given authority by arbitration 
to settle disputes in regard to OTC or the concessions under GATT. 
That is a normal procedure in this country in certain respects. We 
allow the Federal Trade Commission and Interstate Commerce Com- 
mission—as quasi-judicial agencies of Congress—to do exactly that, 
act as judge, jury, and prosecutor. This is a well-known and ac- 
cepted administrative technique, but here it is with this difference: 
There is aio appeal under GATT other than to the Assembly of GATT. 
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That appeal is final. A nation cannot appeal to any international 
court, whereas in our administrative bodies in this country (regulat- 
ing interstate commerce) there is an ap from all decisions of the 
Federal Trade Commission or the ICC or any of the other Com- 
missions, to the courts of the country, giving protection to all con- 
stitutional rights—a protection which would not exist under GATT 
and under OTC. 

As I said before, withdrawal is not going to be the answer to the 
question. Other nations can continue to do to us things that they 
will have power to do under OTC, whether we are a member or not. 

Most important of all, however, I feel that Congress should criti- 
cally analyze the entire trade program with respect to its economic 
and commercial results. These are the caveats I am throwing out 
as well worthy of consideration, but whether the act of 1934 (as 
extended) and whether the Agreements negotiated before or after 
the war as well as those under GATT, are constitutional, or whether, 
OTC is constitutional or not, I say that there is sufficient evidence, 
once it is properly understood, to justify Congress in refusing to 
renew the Trade Agreements Act when it comes up for renewal 
because it has not accomplished the declared objectives of Congress 
in passing the act. It has, in fact, done things that have been injur- 
ious to the country. Furthermore, the extension of the act would 
simply perpetuate most of these unfair trade practices and trade 
barriers which are slowly being eliminated, not by GATT, not by 
the State Department’s negotiations, but by the recovery in Europe 
at the rapid rate which it has enjoyed due to the grants-in-aid of 
more than $50 billion which we have given to the Western World 
since 1946 in the form of commercial or military assistance. That 
assistance has made it possible for most of the nations of Europe 
today to come back to sound internal fiscal, monetary, and other 
economic policies. They have already regained what is, in effect, 
full employment and currency convertibility. 

Most all nations of Europe today, with the exception of Great 
Britain, have recovered to the point where their dollar and gold 
reserves are now sufficient for them to come back to convertability 
of their currencies. That factor has been one of the major disturbing 
and disrupting factors in the entire international trade picture. 

The western world now in the position, however, ranging from 
Japan to all the nations of Europe, except a couple of the small ones, 
where they have larger gold and dollar reserves than they had at 
any time since 1914. Most of them today are prepared to come back 
to convertibility. The only difficulty is that Great Britain and the 
sterling area are still subject to inflation. They are not able as yet 
to produce enough to satisfy the needs of their own people, and at 
the same time export enough to pay for the imports which are neces- 
sary to preserve the British people from starvation. As a conse- 
quence, Great Britain is not yet ready to come back-to convertibility. 
She, however, is slowly recognizing that that is the major factor in 
this entire international situation. 

Last year she reestablished an (almost) free gold market lookin 
forward to the time when she can return to convertibility on gold. 
The premiums abroad on gold (which for years had risen from $35 
an ounce, which is our price for convertibility for U. S. dollars from 
abroad) the premiums abroad for years were as high as $75 to $90 
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per ounce. Now they have entirely disappeared since the recovery 
of Europe following 1951. Gold today is selling on the international 
markets of the world right on the nose at a $35 price after allowing 
for transportation costs to the United States. That means that 
Japan and most all of Europe, with the exception of Great Britain 
and the sterling area, can comé back to convertibility in dollars or 
on gold tomorrow. They are waiting for England. 

The Finance Minister of West Germany said last year, when asked 
when West Germany would come back to convertibility, said, “Five 
minutes after Great Britain does.” 

The proof of this lies in the faet that within the last 2 years there 
has been a decided change in the attitude abroad toward further tariff 
reductions even on the part of the United Kingdom. The English- 
man who was a delegate to the last International Trade Conference 
here stated that he felt that the world had gone far enough in the 
reduction of tariffs until we are able to diagnose the effects of the 
recent removal of some of the worst of the unfair practices in inter- 
national trade which are being removed day by day by European 
nations as a consequence of the new liquidity, this new ability to 
convert. As a matter of fact, he went on to say, ‘‘We have got to 
study as to whether or not lower tariff had not resulted in using the 
other more effective devices of controlling trade,” namely, quotas. 

Now, in another similar respect, there is a further argument which 
the State Department apparently has never taken into consideration. 
That is—the nations abroad, though they have engaged in taxation of 
corporate and personal incomes long before we did in this country, 
they have always refused to collect the percentage of their total 
revenues from those income taxes that we in this country raise. 
They have relied on their import levies to produce very substantial 
portions of their total tax revenues. While the data are not available 
to show the exact amount which those nations raise from their tariff 
collections, nevertheless, I can give you the substance of that data. 
For instance, at no time in history has Great Britain ever collected 
more than 49 percent of her total tax revenues from her tax on indi- 
vidual and corporate incomes. She relies heavily on import duties. 
However, because they do not segregate their collections from internal 
excise taxes and import duties, I cannot give you the exact figure, 
but I can give you comparative figures which will be helpful. 

Mr. Mason. On which page? 

Mr. Saxon. I will give it to you in just 1 second, sir. 

Mr. Mason. Page 19? 

Mr. Saxon. Page 18 and page 19 of the summary of my full brief. 
First of all, let me read this. 

The Cuarrman. Allow me to suggest you just read your paper from 
here on so we can follow it. 

Mr. Saxon. On page 18. 

Tariffs as a substantial source of tax revenues abroad: 

It is impossible to ignore another factor in the postwar situation 
which must be taken into consideration in any effort to reduce tariffs 
generally. European nations have always derived a substantial por- 
tion of their total tax revenues from levies on imports and much pre- 
fer to continue to do so rather than raise their tax rates on corporate 
and individual incomes. 

This was even true in the United States prior to 1913. 
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Between 1790 and 1860, our duties on imports produced in some 
years as much as 100 percent of all Federal revenues and in many 
other years they produced as much as 100 percent of all Federal tax 
revenues. Between 1849 and 1862, inclusive, they yielded 100 per- 
cent of all Federal tax collections. Between 1880 and 1890, they 
produced 60 percent, and in 1900 more than 40 percent, and as late 
as 1913, more than 48 percent, of all Federal tax revenues. (See 
Economics of Tariffs—National Industrial Conference Board, July 
1953.) 

With the drastic tax and tariff revolution that came in 1913 under 
the Wilson administration—as a consequence of the enactment of 
the 16th income tax amendment to our Constitution and an unprece- 
dented change in trade policy—our receipts from tariff collections 
fell between 1913 and 1920 from 48 percent to 5.6 percent of Federal 
tax collections. In 1945, they produced less than 1 percent; in 1951, 
only 1.2 percent. 

Meanwhile, income tax collections—from levies on both individual 
and corporate incomes—as a percentage of total Federal tax collec- 
tions, rose from only 10.6 percent in 1913 to 79.4 percent in 1945, 
an all-time high, and in 1951 were 73.2 percent. 

Dropping down a few paragraphs, the data available from various 
foreign governments with respect to their import levies do not 
segregate collections from excise taxes and customs duties. How- 
ever, available data do indicate clearly that the revenues from customs 
taxes are much higher abroad than in the United States. For in- 
stance, Italy in 1951 collected 45 percent of her total revenues from 
her combined excise and customs taxes, Canada 24.7 percent and 
the United Kingdom 33.3 percent, in contrast to only 17.5 percent 
in the United States. 

Those nations are going to resist any further tariff reductions 
because of that tax factor and it is futile for us to talk about reducing 
the balance of our tariff structure. We have already reduced it 
(on an average) 70 percent from the 1934 level and we stand today 
among the major nations of the world 9th or 8th from the bottom 
in degree of high tariff levels. 

The CuarrMAN. Tell us where you are in your paper so we can 
follow you. 

Mr. Saxon. I do not have that in my paper at this point. 

The CHarrMan. Follow your paper and then we can keep up with 
you. 

Mr. Saxon. If you will turn, sir, if I may ask you to do so, to page 
12. 

The CHAIRMAN. Are you going back again? 

Mr. Saxon. Because I have been skipping around. 

The CuarrMan. Just stick to your paper from now on so we can 
follow you. 

Mr. Saxon. Page 12, sir, Need for Revival of Freedom to Trade: 
Rather than creating new tariff barriers on it, what the Western 
World needs most of all today is a return to freedom to trade, rather 
than free trade, whether unilateral or worldwide. What we ‘need is 
well stated in the famous Atlantic Charter, drawn up by President 
Roosevelt and Prime Minister Churchill in 1941, while at sea. On the 
subject of international trade, they expressed a goal or an ideal for 
which all nations should strive: 
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They will endeavor, with due respect for their existing obligations, to further 
the enjoyment by all states, great or small, victor or vanquished, of access on 
equal terms, to the trade and other raw materials of the world which are needed 
for their economic prosperity. 

This is not a plea for free trade or the elimination of tariffs. It is 
rather a plea for equal treatment for all nations and free access on an 
equal basis to raw materials. It is a plea for free markets and for 
freedom of individuals and their private organizations once more to 
trade freely without competition of Socialist, Facist or Communist 
governments. It is a plea for the elimination of discriminatory trade 
barriers of all kinds which destroy freedom to trade. 

Free markets are the true symbols of free societies. Without them, 
tariffs at best or worst can only be a minor weapon among the offensive 
and defensive weapons of international trade warfare. 

This brings me to my final point, sir, and that is: 

Postwar recovery in Europe: Since 1950, the nations of Western 
Europe and Great Britain have been enjoying the greatest prosperity 
in their history. Their recovery and reconstruction since the end of 
World War II have been phenomenal—far beyond all expectations. 

European production has risen to a new all-time high level—sharply 
above that for 1939. In the early years following World War II the 
increased production was largely absorbed internally by these Euro- 
pean nations. European nations have been aggressively expanding 
their exports, not only to the United States, but also to many markets 
that they had lost to the United States during and after World War II. 

For the past 2 years, European industrial production on an average 
has increased approximately 9 percent per year, while the increase in 
Germany in 1955 was approximately 30 percent. 

In 1955, total imports into Western Europe are estimated to have 
increased approximately 15 percent over those of 1954. (See Federal 
Reserve Board, Monthly Bulletin, November 1955.) 

Postwar exports: The rapid increase of imports into Europe in 
recent years has largely benefited exporting nations other than the 
United States. 

Despite all the talk of the State Department having increased our 
trade, the actual statistical record is clear, if you will analyze it. 

Our total exports in 1955 in current dollars—and I must explain, sir, 
that I have given you statistics here which I have never seen published 
before. I have converted foreign trade data, imports, exports, and 
trade balances, into common dollars, eliminating from them the effects 
of the inflation of prices that has taken place primarily since 1946 
when we removed price controls, and as a consequence our consumer 
index and wholesale index today has risen more than 100 percent from 
the 1939 level. 

a CuarrMaNn. All right. Go back to your paper then and go 
ahead. 

Mr. Saxon. United States total exports in 1955, in current dollars, 
were $15.5 billion—a decline of 3 percent from the all-time peak of 
$15.8 billion in 1953. Between 1947 and 1950, they declined approxi- 
mately 30 percent. They then rose 50 percent from 1950 through 
1955, as a consequence of the United States economic and military 
aid programs, as well as the impact of the Korean war. This increase 
had no relationship to the reciprocal trade program, a conclusion 
which will be substantiated by further analysis of the statistics of 
the period. 
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Measured in terms of common dollars; the all-time peak of exports 
was $15 billion in 1947—not m 1953, as with current dollars. 

If you take the real dollars, which are the true, the representation 
of our foreign trade, the peak came in 1947, the year before the nego- 
tiations for a sharp reduction in tariff by the State Department. 
From this level they fell to a postwar low of $10 billion in 1955, a 
decline of 33% percent. From this level, still measured in common 
dollars, they rose under the impact of United States aid programs and 
the Korean War to $14 billion in 1955, but at no time in the subse- 
quent years did they regain the peak of 1947. 

Between 1947 and 1955 total exports increased in current dollars 
only 6.7 percent, while in common dollars they actually declined 6.7 
percent, a coincidence of figures. Yet, in this period our gross na- 
tional product rose—in current dollars—an increase of 67 percent. 

In other words, in common dollars we had a loss of 6.7 percent and 
in current dollars a gain of only 6.7 percent in the face of a 67 percent 
rise in our gross national product. 

More important, however, is the decline in our commercial exports. 
Our commercial exports are those not aided by our foreign programs 
of military and commercial assistance. Approximately one-fifth of 
all of our exports since 1946 have been those aided (or given away) 
exports. Eliminating those aided exports and looking at the balance 
as commercial exports, which are our true exports, we find it an even 
more disturbing picture. I am reading at the top of page 14, second 
paragraph. 

In 1947 commercial exports in current dollars fell from $13.1 billion 
to $7.9 billion in 1950, a decline of 40 percent. In common dollars the 
decline was 46 percent. 

Then, under the stimulus of the Korean war, commercial exports in 
current dollars rose to the all-time high in 1951, an increase of 58 per- 
cent. When measured in common dollars, the rise between 1950 and 
1951 was only 48.7 percent. 

The reductions in tariff rates negotiated through GATT in 1947 
were followed by a decline in our commercial exports—in common 
dollars—from $13.6 billion in 1947 to $7.6 billion in 1950—a decline of 
44.1 percent. The subsequent recovery did not bring them back to the 
1947 level. 

In fact, in 1954 our commercial exports, in common dollars, were 
only $10.8 billion, a decline of $2.8 billion, or 20.6 percent, from 1947. 

These data should be convincing evidence that the reductions in 
tariff rates negotiated by the State Department in 1947 were not 
successful in increasing our exports, which was the purpose of the 
reciprocal trade program. 

Rising United States Imports: In the meanwhile United States 
imports, stimulated by tariff reductions effective in 1948, rose in 
current dollars from $5.8 billion in 1947 to an all-time high of $11.4 
billion in 1955. This amounts to an increase of 96.5 percent in 1955 
over 1947—measured in current dollars—due in part to the sharp 
inflation of prices after 1946, when wartime price controls were elimi- 
nated. However, when measured in common dollars, the increase 
between 1947 and 1955 was only 71.6 percent, but that is substantial 
in itself. 

In other words, while our imports between 1947 and 1955 rose 96.5 
percent in current dollars and 71.6 percent in common dollars, our 
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total exports rose only 6:7 percent in current dollars, and actually 
declined 6.7 percent in common dollars. Meanwhile, our commercial 
exports—1947 to 1954—figures are not available for 1955—actually 
declined 0.5 percent in current dollars and 20.6 percent in common 
dollars in that same period. 

Declining surplus of exports: Our surplus or excess of total exports 
over imports in 1955 in current dollars was $4.1 billion, a decline of 
51.7 percent from the all-time high of $8.7 billion in 1947. However, 
in common dollars, the surplus of total exports declined 59 percent 
between 1947—the all-time peak for the postwar period—and 1955. 

In fact, the annual average surplus of total exports over imports 
during the period 1949-55, inclusive, was 33.13 percent in current and 
42 percent in common dollars below the annual average for the period, 
1946-48, inclusive. The surplus in 1955 declined 16.6 percent from 
1954. 

Again, these data show that the reciprocal trade program has been 
more beneficial to foreign nations than to the United States, for our 
excess of total exports over imports has steadily declined—more than 
50 percent in the past 8 years, whether measured in current or com- 
mon dollars. 

More Rapid Decline in Excess of Unaided or Commercial Exports 
over Imports: More important, however, is the much sharper decline 
in the excess of unaided exports over imports in recent years. In 
1954 this unaided surplus in current dollars was $2.2 billion—com- 
pared with an all-time high of $7.4 billion in 1947, which represents 
a decline of 70 percent in the period. Measured in common dollars, 
the decline between 1947 and 1954 was 72 percent. 

The unaided balance for 1955 is estimated in current dollars at $0.6 
billion below that of 1954, a decline of almost 30 percent. 

These data clearly indicate a much faster increase of imports over 
exports—both aided and unaided—and that the rate of increase is 
accelerating. In fact, in 1950 there was a negative balance of $1 
billion excess of commercial imports over commercial exports. 

This trend towards elimination of our traditional surplus of exports 
over imports and its conversion into a deficit is neither surprising nor 
a matter of any serious concern for a major creditor nation. 

However, it should be recognized for what it is. The present total 
surplus of exports is highly deceptive and tends to distract attentica 
from the unaided surplus which is rapidly disappearing, 

The CHairMAN. You have already covered page 16. 

Mr. Saxon. I have one last point, sir, and that will close my dis- 
cussion, if you will permit. It will only take a couple of minutes more, 
if you will turn to page 19. 

The CuarrMan. All right, go ahead. 

Mr. Saxon. There is another method by which we can gauge the 
movement of foreign trade, and that is through relating the statistics 
of trade to national income year by year. In our final appraisal of 
the reciprocal trade program, it will be helpful to relate United States 
exports, imports, endl export surplus for selected years to the national 
income of the United States. For instance, in 1929 the gross national 
eae which data are not available prior to 1929—was $104.4 

illion, while total exports were $5.2 billion, or 5 percent of the gross 
national product (GNP); imports were $4.4 billion or 4.2 percent of 
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the GNP; while the surplus of exports over imports was $840 million 
or @8 percent of the. GNB. - 

ae at the table there, in 1929 exports were 5 percent of our 
GNP. is percentage was the all-time peak of the period since 
1920. It was even higher than the 4.6 percent for the average of 
the years 1946-54, despite the fact that in that period the United 
States spent more than $50 billion in foreign economic and military 
aid programs. It will be further noted that in the two depression 
periods between 1930 and 1940, exports as a percentage of the GNP— 
at 3.3 percent and 3.6 percent—were substantially below those of 
1929—5 percent—and of the post-war period—4.6 percent. 

When unaided exports are pr wl however, we find that in the 
period, 1930-34, before the reciprocal trade program became operative, 
unaided exports, as a percentage of the GNP, were 3.3 percent. They 
rose to 3.6 percent in the period 1935-40, not merely due to the re- 
ciprocal trade program, but to the overall recovery efforts of the 
Federal Government during the period. 

More interesting, however, is the fact that unaided exports, as a 
percentage of the GNP, were identical in the periods 1935-40 and 
1946-54. In other words, despite the huge expenditures that we 
have spent abroad our unaided exports show no improvement in 
1946-54 over what they were in 1935-1940. These data indicate 
clearly that the reciprocal trade program in the postwar years had 
very little influence on our exports. At best, the result did not 
exceed the difference between 3.6 percent for the period, 1946-54— 
when the program was operating—and 3.3 percent in the period 
1930-34—before the program became operative—which amounts to 
~~ 0.3 percent of the GNP. 

hen we consider imports, as percentages of the GNP for the 
various periods, we find that, except for 1929, the percentages for the 
various periods are almost identical at 2.7 percent for the period 
1930-34, 2.8 percent for the period 1935-40, and 2.9 percent for the 
period 1946-54. 

The same is true when we consider the excess of total exports over 
imports. There the data show 0.8 percent for 1929, 0.6 percent for 
the period 1930-34, and 0.8 percent for the period 1935-40, with a 
sharp increase to 1.7 percent for the period 1946-54. The sharply 
higher figure for 1946-54 is, of course, the consequence primarily of 
the economic and military aid programs of that period. The per- 
centage, 0.8 percent, for 1935-40 indicates an increase of 0.2 percent 
in that period over the period 1930-34, at 0.6 percent, or approxi- 
mately a gain of one-third between the 2 periods, as a consequence of 
the overall recovery program of the administration, and not the 
reciprocal trade program alone. 

Upen consideration of the excess of: unaided exports, however, we 
find that for all periods, with the exception of the pre-reciprocal, trade 
program period, 1930-34, of the depression years, the excess of un- 
aided exports, as a percentage of the GNP, are identical at 0.8 percent. 

While these statistical data are not conclusive, they are very per- 
suasive, if not convincing, evidence that the expansion and contraction 
of our unaided exports, as well as our imports and our excess of unaided 
exports over imports are controlled by the relative —— prosperity 
of the country and not to any appreciable extent by the reciprocal 
trade program. 
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Data for individual years for the period, 1946 to 1954, show that 
commercial exports, as a percentage of the GNP, have risen less 
rapidly than have imports, with the consequence that the excess of 
commercial exports over imports—as percentages of the GNP of 
those years—has been declining almost continuously, with a decline 
from 1947 to 1954 of approximately 80 percent. 

In conclusion, these data substantiate the earlier analysis of our 
foreign trade in both current and common dollars. In conjunction, 
they are convincing evidence that the reciprocal trade program has 
not benefited our export industries. Instead, it has benefited the 
foreign trade of other nations. 

Thank you. 

The CuarrMan. Does that complete your statement? 

Mr. Saxon. Yes, sir, it does, sir. 

The CuarrnmMan. We thank you for your appearance and the 
information given the committee. Are there any questions? 

Mr. Reep. Mr. Chairman. 

The Cuarrman. Mr. Reed of New York will inquire. 

Mr. Reep. I just want to congratulate the gentleman upon the 
large volume of facts which he has presented to us and which are 
certainly worthy of very careful study. 

Mr. Saxon. Thank you, Mr. Reed. 

The CuarrmMan. Mr. Curtis of Missouri will inquire. 

Mr. Curtis. I, too, want to join Mr. Reed’s comment in appre- 
ciation of this data and the information you have given us. | am 
very happy that one witness has had the respect for this committee 
to come in with not just findings, but rather, with the data on which 
you reach those findings, instead of just the general conclusions. 
I have been concerned as to what has been the economic effect of 
the reciprocal trade program, and this data that you have supplied 
is going to be extremely helpful in reaching some conclusions along 
that line. Could I ask you a general question about these statistics, 
not your alone, but just the general economic statistics in this area 
of international trade? Are they relatively accurate and extensive? 
I know there is considerable limitation. 

Mr. Saxon. The statistics in this country are complete and ac- 
curate, but in no other nation of the world have we anything like the 
development of our complete and accurate statistical data, partly 
because they are expensive to get, but there is also a very stubborn 
resistance on the part of other nations to supply them. 

Mr. Curtis. I happen to be, as Mr. Mills is, on the joint com- 
mittee on the economic report, and we have a subcommittee on the 
subject of international trade and its economics, and one aspect we 
have been very much concerned with is the statistics and what data 
there is available in this area. You have certainly—I have been 
following it as closely as I could—set forth some very interesting 
data and it seems to me that it deserves a lot of thoughtful con- 
sideration, not only by this committee, but by the State Department 
and other people interested in this general area. 

Mr. Saxon. Mr. Curtis, could I say just this on that point: There 
are certain statistics that are being developed now by United Nations’ 
organizations which are far better than anything that individual 
nations in the past have given us, but they are still pitifully inadequate 
because the nations that give them do not have better data and are 
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reluctant to publish them. That is one reason I say that a different 
type of international organization, this type recommended by the 
Randall Commission, with authority to collect statistics and operate 
on a cooperative basis, would be what we need rather than a new 
organization such as OTC—with supervisory, punitive, and potentially 
supranational authority. 

Mr. Curtis. I certainly agree we need that very badly. There was 
some conflict in testimony by several witnesses as to whether there 
were more or less trade barriers, that is, before we adopted this 
reciprocal trade formula, and at the present time, on the basis of your 
studies, would you say that there are more trade barriers now in 1956, 
for example, than there were in 1934? 

Mr. Saxon. Yes. There are more today than there were in the 
entire period 1934 to 1939, because the war disrupted the economy 
much more drastically than the depression did, though that disruption 
was serious enough. However, I may say this: Since 1951, as a result 
of the recovery in Europe there has been a tendency to remove some 
of the worst—or more correctly—to ease many of them. They have 
not yet eliminated them, but this trend has been, as I said, due to 
changes in their balance of payments, conditions, their large (regained) 
reserves in gold and in dollars, and their internal fiscal policies. These 
changes and not our reciprocal trade program have made these 
changes possible. 

Mr. Curtis. One of the witnesses suggested that one reason for the 
increase in trade barriers—and he was a witness who was in favor of 
this OTC, I might state—was the emphasis on national sovereignty 
which has existed since World War II. So in fairness in trying to 
analyze how much the GATT has contributed to elimination of trade 
barriers, we would have to consider it in the face of such a trend. Do 
you think that through the method of multilateral agreements like 
GATT we have been able to hold down the number of trade barriers 
and have been 

Mr. Saxon. I think it has been salutary in that respect and that’s 
about all. I think a different type of organization or none at all could 
have been much more effective in multilateral activities, because we 
have been surrendering too much in confining the process to GATT. 

Mr. Curtis. I appreciate the fairness of your answer, because 
I would think, too, that we could probably find some areas where that 
happened. 

One final series of questions, and I think there are just two: I did 
not see in your paper, and I may have just overlooked it, what the 
ratio of the United States foreign trade is to the world trade over 
this period. 

Mr. Saxon. About 20 percent at present. 

Mr. Curtis. Has that increased or decreased over this period of 
years that you were discussing? 

Mr. Saxon. In the aggregate, if you take the 20 percent figure—it 
relates to combined exports and imports—both imports and exports 
in dollars have increased sharply, mostly because of the devaluation of 
the gold dollar in 1934 by 40 percent and the sharp inflation of prices 
since 1939. 

Mr. Curtis. I mean taking into consideration that we have a 


constant factor, say 1929. What was our percentage of foreign trade 
then? 
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Mr. Saxon. I cannot give you that figure, but I can say this: That 
there will be across the board in all nations a substantial increase in 
the monetary value of both exports and imports because of devalua- 
tions and war-time inflations of prices. 

Mr. Curtis. I know that. Mine was just the percentage of the 
United States to the whole. 

Mr. Saxon. I have not those figures in mind. 

Mr. Curris. I was interested in that. Then the other thing was 
the percentage of increase in overall world trade, say, from 1929 to the 
present. That is another statistic. 

Mr. Saxon. That would be very, very substantial. I have not 
got the figure, but it would be very substantial in terms of highly 
inflated dollars. 

Mr. Curtis. I would still want that discounted. 

Mr. Saxon. I can give you those both if you will let me send them 
to you. 

Mr. Curtis. I would appreciate it, and then also in regard to that 
last statistic, it would be important to know what increase there has 
been in overall GNP of the same nations involved. 

Mr. Saxon. I can give you general statistics on that, too. They 
are not as reliable as our own, but again United Nations has some 
available. I will see that you get those. 

Mr. Curtis. Thank you very much, and thank you again for this 
very valuable data. 

‘he CuarrMAN. Mr. Simpson of Pennsylvania will inquire. 

Mr. Stupson. Mr. Saxon, I want to express my appreciation for 
your appearance before the committee. I wish I might understand 
everything that is in your paper. 

Mr. Saxon. I think you will, sir, if you can read it. I was going 
too fast when reading it. 

Mr. Stupson. I have been before a good many professors before 
and I could not understand some of the things they said, but I do 
admire your conclusions and your record in the past, which I think 
has been excellent on this subject. 

Mr. Saxon. Thank you, sir. 

Mr. Simpson. I just wanted to add this: One of my great concerns 
about our position in the international trade field under the reciprocal 
trade program is that over the years we have given away, or bargained 
away our high tariffs for concessions by other nations. We have done 
that. That is gone and the other countries at that time bargained 
with us freely and then for one reason or another they have imposed 
a lot of new barriers against us. Now instead of gratuitously removing 
them, as they should, we are called upon to pay again. 

Mr. Saxon. That has been done repeatedly. They have raised 
frequently their rates before going into negotiations for particular 
purposes. 

Mr. Stmpson. Thank you very much. 

The Cuarrman. We thank you for the information given the 
committee. 


‘ (The following additional information was later submitted by Mr. 
Saxon:) 


75018—56——74 
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MEMORANDUM ON INTERNATIONAL TRADE OF NATIONS OF THE WESTERN WORLD 
(1928-54) 


United States export trade ——In 1928 the export trade of the United States repre- 
sented 18.9 percent of total’ world exports. In the-depression year; 1988, the 
percentage fell to 17.5. In 1947 the percentage rose sharply to 32.4 percent for 
total United States exports, but only 29.5 percent for United States commercial 
(unaided exports). 

In 1948, tariff reductions negotiated in 1947 through GATT, became effective. 
Between 1947 and 1954, total United States exports, as a percentage of total 
Western World exports, fell from 32.4 to 21.4 percent—a decline of 34 percent. 
United States commercial exports, however, as a percentage of total Western 
World exports, fell more sharply in the period from 29.5 to 17.6 pere°nt of the 
total, a decline of 40 percent. Meanwhile, the gross national product of the 
United States rose by 55.1 percent between 1947 and 1954. 

In current dollars, total exports of the Western World rose from $27.1 to $70.4 
billions in 1954—an increase of 159 percent. In common dollars, the incr ase dur- 
ing the period was only from $43.1 billions in 1928 to $63.8 billions in 1954, a rise 
of only 48 percent. Meanwhile, the gross national product b>tween 1929 and 1954 
(data for 1928 are not available) rose from $104.4 to $360.5 billions, an increase 
of 245 percent. 

In current dollars total exports of the Western World rose from $44.4 billions 
in 1947, the year GATT was organized, to $70.4 billions in 1954, an increase of 
58.6 percent. In common dollars, the increase between 1947 and 1954 was only 
38.7 percent. 

Meanwhile, total United States exports in current dollars rose less than 6 percent 
between 1947 and 1954 and actually declined almost 9 percent in common dollars 
in the same period. 

In fact, commercial exports of the United States, in both current and common 
dollars, declined substantially between 1947 and 1954. In current dollars, the 
decline was about 5.3 percent and in common dollars about 17.0 percent. Mean- 
while, total exports of the Western World rose 58.6 percent in current and 38.7 
percent in common dollars between the same years. 

These data clearly indicate that the reciprocal trade program under GATT has 
not been effective in expansion of United States exports, either total or commercial. 

United States imports.—Between 1947 and 1954, while total imports of the 
Western World rose from $46.4 to $71.9 billions in current dollars and from $48.2 
to $65.2 billions in common dollars, increases of 55 and 35 percent, respectively, 
in the same period United States imports rose from $5.8 to $10.2 billions in current 
dollars and from $6.0 to $9.3 billions in common dollars, increases of 76 and 55 
percent, respectively. 

These data clearly show that since 1947 tariff reductions negotiated through 
GATT have resulted in much faster rates of increases in United States imports 
than in total imports of the Western World. 

Total United States trade.—In 1928 total United States commercial trade was 
16 percent of total trade of the Western World. It fell to only 13.4 percent in 
1938, but in 1947 had increased to 20.8 percent. In 1954, however, the percentage 
had fallen to 15.9 percent. 

If totl United States trade, total imports and total exports (not merely com- 
mercial or unaided exports) are considered, total United States trade in current 
dollars rose from $20.2 billions in 1947 to $25.3 billions in 1954, an increase of 25 
percent. In common dollars they rose from $21.0 billions in 1947 to $23.0 billions 
in 1954, an increase of 10 percent. 

Total United States trade of $25.3 billions in current dollars in 1954 represented 
17.8 percent of total Western World trade, compared with 22.3 percent in 1947. 


O. G. Saxon. 
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(At the request of Mr. Curtis, Mr. Myer Rashish prepared an 
analysis of the economic arguments in Professor Saxon’s testimony. 
Mr. Curtis has submitted this analysis for the record:) 


CoMMENTsS ON EcoNomIc oe In Proressor SAaxon’s TESTIMONY ON 
H. R. 5550 


In the latter part of Professor Saxon’s brief, under the heading of “Economic 
consequences of reciprocal trade program,’’ he presents a number of arguments 
opposing the program. Some of these are purportedly based on an extensive 
array of economic statistics intended to show that the program has failed to 

romote United States exports while succeeding in raising United States imports. 

e also argues that foreign countries are unlikely to reduce their tariffs further, 
and that full convertibility of currencies may be discouraged by the prospect of 
still lower tariffs. 

Apart from some doubts about the statistics used by Professor Saxon, there 
are very serious reasons for regarding his economic argumentation as invalid or 
irrelevant. The major observations follow. 

1. A quick review of Professor Saxon’s statistics raises questions as to the accu- 
racy of some of them. For example, the statement that the United States 
consumes 70 percent or more of world production of at least 10 basic commodities 
does not seem to be true for even one of those listed; the actual figures run between 
15 and 60 percent of free world production, and in some cases would run consider- 
ably lower if Soviet bloc production were included in the world totals. 

Another example is Professor Saxon’s conversion of United States foreign trade 
data to ‘‘common dollars,” presumably in an attempt to get away from the effects 
of general price changes. If he is aiming at measures of the real volume of United 
States foreign trade, he has missed the mark badly. His figures on United States 
imports in ‘‘common dollars’ differ very seriously from official estimates of their 
volume in constant dollars, since he has deflated the current values through 
division by the United States wholesale price index, rather than by the import 
price index. (On the average, import prices have risen roughly twice as much as 
wholesale prices since the late 1930’s.) On the export side, the quantity index 
of United Btates exports (excluding military items) rose from a base figure of 100 
for the period, 1936-38, to an index of 217 for 1954. 

Still another statistical question arises with respect to the Government aid 
figures which Professor Saxon has deducted in deriving his measure of “‘unaided” 
or ‘‘commercial”’ exports. He does not indicate at any point what programs are 
covered by his aid data, but it is evident that the amounts do not correspond to 
any obvious combination of Government grants and/or credits as officially reported 
in the United States balance of payments statements. Furthermore, the clear 
implication of Mr. Saxon’s discussion of the “unaided export” residual is that it 
indicates the amount of exports that would have occurred in the absence of the 
aid programs. This is an unwarranted inference from the arithmetic in question, 
since it makes no allowance whatever for the likelihood that foreign countries, in 
that case, would have made different use of their own financial resources, 

2. Nevertheless, it is unnecessary to check on the statistical accuracy of 
Professor Saxon’s presentation. Most of the statistical comparisons which he 
makes, regardless of their accuracy, are clearly not relevant to the issue at hand. 

For example, he emphasizes the point that from 1935 to 1938, and again from 
1947 to 1955, United States exports increased proportionately less either than 
those of other countries or than United States imports. Yet he makes no mention 
of the major explanatory factors which are unrelated to tariff policies, nor does 
he even attempt to show that greater relative lags in United States exports during 
these periods would not have occurred in the absence of the trade agreements 

rogram. 
” Frofenee Saxon’s neglect of major background factors is particularly noticeable 
in connection with his interpretation of United States export and import trends 
from 1947 to date. Nowhere does he recognize that 1947 was a year—in ‘the 
aftermath of World War II—in which United States exports were abnormally 
high and United States imports abnormally low. Foreizn countries had 
serious shortazes of foods, raw materials, and industrial goods. They required 
large-scale imports for “relief and reconstruction,’’ and were severely handi- 
capped in producing goods for export. They liquidated over $4 billion worth of 
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their holdings of gold and dollar assets, in addition to utilizing financial assistance 
from the United States Government on a ‘substantially larger scale than has 
prevailed in the past several years. 

To argue that “. . . the reciprocal trade program has been more beneficial 
to foreign nations than to the United States for our excess of total exports over 
total imports has steadily declined—more than 50 percent in the past 8 years 
whether measured in current or common dollars” seems so absurd as not to require 
further comment. This is something which had to happen as United States aid 
declined and as foreizn countries shifted from liquidation to restoration of their 
gold and dollar reserves. A major objective of United States economic policy 
in the past decade, after all, was to help foreign countries recover, so that the 

“dollar gap”’ could be closed, and a sustainable balance of exports, imports, and 
private investment established, at high levels of trade in both directions. 

An even more serious omission from Professor Saxon’s discussion than his 
neglect of the above considerations is his failure to face the really pertinent 
question as to what would have happened to United States foreizn trade in the 
absence of the trade-agreements program. This central question is admittedly 
an extremely difficult one to answer statistically, but the fact is that Professor 
Saxon’s statistical analysis is not even directed toward an answer to it. His 
presentation, therefore, does nothing to cast doubt upon the generally accepted 
view that the reciprocal tariff reductions of the past two decades have contributed 
to the expansion of United States and world foreign trade and to a wider scope 
for the principles of free enterprise in international economic relationships. 

3. As to the future, Professor Saxon argues that foreign countries will not re- 
duce their tariffs further because of the importance of import duties in their reve- 
nue structures, and because further reductions would interfere with the move 
toward convertibility. 

The argument on the importance of import duties is greatly overstated for 
a number of reasons. First, the argument would have been applicable to earlier 
tariff reductions, which, contrary to Professor Saxon’s theory, have actually 
taken place. Second, most tariffs, expecially in Europe, with which Professor 
Saxon is particularly concerned, are protective—they are kept very high to keep 
goods out. If they were lowered, it would be reasonable to expect an increase 
(rather than a decrease) in total collections from import duties. Finally and 
most important, this entire argument is irrelevant to the issue at hand. If for 
any reason foreign countries are unwilling to make further tariff concessions, the 
United States will make no tariff reductions under GATT. 

There is an appearance of plausibility in the suggestion that a further reduction 
in the protectiveness of the British tariff would inhibit that nation from taking the 
tisk, and the world from achieving the benefits, of convertibility. But one could 
argue as well that tariff reductions could make British industry more competitive 
and, therefore, convertibility more feasible. Overriding cither of these arzuments 
is the consideration that a reciprocal and orderly tariff reduction program, on 
balance, would make convertibility an easier prospect for Britain to contemplate 
than under circumstances in which tarriffs against its products could be raised 
capriciously. The GATT remains, as it has been for a number of years, the 
principal international instrumentality for maintenance of tariff stability among 


nations. 
The Cuarrman, The committee will stand adjourned until 2 o’clock. 
(Whereupon, at 12:48 p. m., a recess was taken until 2 p. m., of this 
same day.) 


AFTERNOON SESSION 


The committee reconvened at 2 p, m., upon the expiration of the 
recess. 


The CHarrMan. The committee will be in order. 


I understand that it is agreed that Mr. Sidney Swensrud may appear 
next. Is he here? 


Come forward, please, sir. 


Please give your name and address and capacity in which you 
appear, for the record. 
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STATEMENT OF SIDNEY A. SWENSRUD, CHAIRMAN OF THE 
BOARD, GULF OIL CORP. 


Mr. Swensrup. The name is Sidney A. Swensrud. I appear here 
as chairman of the board of our company, Gulf Oil Corp. 

The CuarrMan. You may be seated. You are recognized and may 
proceed with your statement. 

Mr. Swensrup. Thank you. 

I am grateful for the opportunity to present this statement to the 
Ways and Means Committee in support of H. R. 5550, authorizing 
United States participation in the proposed Organization for Trade 
Cooperation. 

I am certainly not an expert on international organizations as such, 
and cannot, therefore, testify with any technical competence on the 
specific provisions or terms of the document which was signed ad 
referendum by the United States Assistant Secretary of State last 
year, establishing the OTC. 

Nor, indeed, am I an expert on the detailed provisions of the General 
Agreement on Tariffs and Trade, for which it is intended the OTC will 
be the administrative structure. 

The company with which I am associated, however, is one which is 
engaged in worldwide operations and we have had a good deal of 
first-hand experience in the field of international trade. 

I have felt, therefore, that I could perhaps usefully comment in a 
general way on what I conceive to be the paramount issues before the 
committee in connection with this bill. 

As the members of the committee will perhaps recall, I testified last 
year on behalf of H. R. 1, the extension for 3 years of the trade agree- 
ments legislation. 

I indicated at that time my deep conviction that that bill dealt with 
the number one problem facing us if the free world were to gain eco- 
nomic strength upon which to make its freedom self-sustaining and 
not dependent on a degree of free aid from the United States, which 
we could not continue and which, even if we could, would eventually 
corrode away the very economic strength it sought to increase. 

This Congress finally passed that legislation with its essential pro- 
visions intact and thus assured the world, to the extent that bill could 
do so, that the United States was maintaining consistency and 
continuity in its trade policy. 

As most of us recognized last year, much of the merit in the trade 
agreements legislation lay not in the degree of flexibility accorded to 
the President in reducing tariffs, but in the declaration of policy it 
represented. Its passage announced to the world that the United 
States was resuming its role of leadership in the free world; that its 
contribution to the expansion of international trade and to the growing 
strength and stability of the nations on this side of the Iron Curtain 
would be continued. 

This, then, besides the direct and real benefits to American industry, 
agriculture, and labor, which expanded world trade affords, was a 
major purpose of the trade agreements extension. This same issue 
is before us in this bill for approval of OTC, and perhaps in a more 
pointed form. 

The OTC would become the administrative agency for the General 
Agreement on Tariffs and Trade, commonly referred to as GATT. 
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GATT evolved out of the recognition during the postwar years that 
if trade among the free nations was to be freed of the innumerable 
restrictions, discriminations, and bilateral agreements that had 
developed over the years, some new and general approach to the whole 
subject was necessary. 

Probably no one was completely satisfied with the result, but under 
GATT, as it has developed, a number of principles which are important 
to the encouragement of foreign trade have been laid down, as well as 
a commonly agreed code of good commercial conduct. 

If the objectives of GATT are sound, as I believe they are, then in 
the interest of procuring the fullest adherence to the spirit of its 
provisions, as agreed to by the various participating countries, it 
would seem logical and worthwhile that there should be in existence a 
continuous organization which could keep track of what is going on, 
and within the limits of authority laid down, help to work out the 
multitude of problems which arise in the extensive and complicated 
trade relations among these numerous countries. 

Our country, as the greatest trading nation of all, would seem to 
have a special interest in such implementation being provided for. 

That, indeed, was the conclusion of the President’s Commission on 
Foreign Economics Policy which last year proposed the creation of 
OTC which President Eisenhower has now recommended to the 
Congress. 

In my opinion, the GATT has served our country well. The 
evidence of this, I think, is in the trade figures themselves which have 
grown so vastly since the end of World War II. At the beginning of 
that period, most thoughtful people agreed that reducing the barriers 
to trade among the nations was essential, but, from acceptance of such 
a general principle to actually achieving concrete results is a long road. 

A great deal, however, has been accomplished in many nations and 
I believe real credit must be given to the existence of the General 
Agreement on Tariffs and Trade and the annual meetings that have 
been held to thrash out the problems that have arisen. 

Without some such overall agreement, I do not believe as much 
progress could have been made. 

Despite the general principles agreed to, as well as the specific 
undertakings provided for under the GATT, however, numerous 
problems and questions frequently arise as to whether restrictions of 
one kind or another, imposed from time to time by particular countries 
are, or are not, within the spirit of the general agreement, and certainly 
we know that administrative officials in many countries are under 
various kinds of pressures to restrict imports of this or that commodity 
into their respective countries. 

Sometimes the reasons are legitimate responses to currency or 
exchange problems, but sometimes they may not be, and some agency 
with clearly circumscribed and limited authority which can contin- 
uously follow developments of this kind, always in an effort to keep 
the channels of trade as open as reasonably possible in terms of agree- 
ments made, would seem to me to be a sound part of our whole effort 
to encourage and increase trade among the free nations. 

For this reason, a permanent organization such as the OTC is, in 
my opinion, desirable. Our country’s interest as I see it, is to make 
sure that, so far as possible, barriers and obstructions are minimized 
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to the full extent that was intended when the underlying agreements 
were made. 

Certainly such an organization should not have the right to establish 
or change tariff rates or to establish quotas or do anything that would 
be in conflict with the intended purpose of our existing laws, tariff 
rates and trade agreements. 

As I understand it, what the OTC would do and nothing more is 
to provide a forum for discussion, facilitate settlement of trade prob- 
lems and trade negotiations, collect information and make studies 
and, within proper limits, recommendations regarding trade matters. 

I believe our country should have no fear of the existence of such an 
organization properly set up and with its duties clearly defined and 
limited. 

All of this, of course, presumes: 

. The desirability of our country giving leadership in this field; 
an 

B. The soundness of the General Agreement on Tariffs and Trade. 

I have no hesitancy in expressing myself in the affirmative on these 
two questions. Certainly our country, as the greatest trading nation 
of all, has an enormous interest in establishing favorable conditions 
for United States producers to sell their products in the markets of 
the world. 

Export sales are of critical importance to thousands of United 
States manufacturers and other producers. 

I also believe that we have a vital interest in promoting increased 
trade among the other free nations as one means of helping to improve 
their economic status and reducing their dependence on aid from our 
country. 

An increasing number of businessmen, both here and in other 
countries, are coming to understand that foreign trade must be a 
two-way proposition—that we cannot export without importing. 

However, in other countries, as in our own, manufacturers of do- 
mestic products or owners of domestic resources, do not usually wel- 
come competition from abroad however glad they may be to sell their 
own products in foreign markets. 

The essential thing, therefore, is to work out trading arrangements 
which will give the greatest overall advantage to each nation. This 
is no simple task and in the world of today I do not believe it can be 
done without, on the one hand, some general agreements along the 
line of GATT and, on the other, some continuing organization to 
work on problems as they arise. 

Whether the bill can be improved on in some particular I would 
not undertake to say, but I am convinced that it is important that 
its essential purposes be not altered. I believe that continuity and 
consistency in our trade policy are extremely important. Other na- 
tions have long been suspicious that at any time we might desert a 
liberal-trade policy and begin to impose high tariffs against their 
trade, and whenever these general fears are borne out by any action 
or threat of action which would reverse our basic policy, it Calin 
more difficult for us to keep the channels of trade with other countries 
open for the export of our own goods. 

It would, in my judgment, be particularly unfortunate if, in acting 
upon the bill, attempts were made to utilize the occasion to change 
or amend its provisions in such a way as to undermine the basic were 
policies on which we are now embarked. 
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The bill should be considered as an implementation of those trade 
policies which, I believe, have produced and are producing beneficial 
results for our country and the free world. 

The CHarrRMAN. Does that complete your statement, Mr. Swens- 
rud? 

Mr. Swensrup. It does. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? 

Mr. Stwpson. Mr. Chairman? 

The CuHarrMaANn. Mr. Simpson, of Pennsylvania, will inquire. 

Mr. Stmpson. I am interested in knowing your opinion. You view 
H. R. 5550 as an endorsement of GATT? 

Mr. Swensrup. I would say that it would be an endorsement of 
the general purpose of GATT and the idea of having multilateral 
trade agreements. 

It seems to me if you did not believe in that, you would not want 
to implement an agreement that you did not believe in. 

Mr. Simpson. Mr. Dulles said it was not that, though? 

Mr. Swensrup. I am assuming you are talking about the general 
belief in the purpose of GATT, not a legal question of technically 
endorsing or not endorsing it. I am not an authority on that. 

Mr. Simpson. You have done an awful lot of study on this subject. 

Mr. Swensroup. I have studied it a good deal. As I have said in 
my presentation here, I do believe in the soundness of GATT. 

Mr. Simpson. You think that the countreis of the world would 
view our adoption of this 5550 as an endorsement of GATT and a 
restatement of a policy to continue multilateral agreement policies? 

Mr. Swensrup. That subject has been discussed here a great deal. 
I hesitate to express opinions beyond a certain point on it, but it 
seems to me the fact that we have entered into the General Agreement 
on Tariffs and Trade, have worked toward amending it in various 
ways, and have passed and repassed the Reciprocal Trade Agreements 
Act on a number of occasions, constitutes for all practical purposes 
an endorsement of the GATT. 

Mr. Stmpson. Even though Congress specifically said it is not an 
endorsement, you think, nevertheless, it was an endorsement? 

Mr. Swensrup. As I say, there may be some reascns why Congress 
does not want to get in the position of having specifically or technically 
approved GATT. I am not an authority on that. 

But as far as having approved the general principle of our entering 
into multilateral trade agreements, I should think that this country 
has subscribed to that idea. 

Mr. Stmpson. Does your company produce oil outside of the 
United States? 

Mr. Swensrup. Yes, and in the United States. 

Mr. Stmpson. What proportion of the production is outside the 
United States? 

Mr. Swensrup. More than half of our total production is outside 
the United States. 

Mr. Stmpson. Thank you. 

The CuarrmMaNn. Are there any other questions? 

Mr. Mason, of Illinois, will inquire. 
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Mr. Mason. On page 4 you say, and I quote: 


In my opinion the GATT has served our country well. The evidence of this 
I think is in the trade figures themselves which have grown so vastly since the 
end of World War II. 

Now, that.is your opinion, but we had testimony and we had-facts 
and figures presented to us this morning by ‘another witness which 
proves that our exports have not grown as this statement would indi- 
cate, but have stood practically still. 

I think there was about eight-tenths of 1 percent change from 1948 
to 1954. 

So when we have witnesses that state one thing and another witness 
states another and gives facts and figures, it seems to me we have to 
base our final answer or result on the testimony that gives the facts 
and figures to back up their opinion. 

Mr. Swensrup. Well, if you are asking me whether I believe the 
statement I made is correct, I do believe so. 

Mr. Mason. I am asking you as to the facts and figures that that 
statement is based upon. 

Mr. Swensrup. Yes, I believe they are true. Our trade has en- 
larged a great deal since the end of World War II. 

Mr. Mason. Yet the Government figures thrown at us this morning 
by Mr. Saxon shows that they have not grown. 

Mr. Swensrup. I have not had a chance to study those figures; 
I only listened to them as you did. I should think that they would 
bear a good deal of further analysis as to whether all of the assump- 
tions Mr. Saxon made are valid. 

For example, there was a distinction made between the trade that 
was aided by our gifts or grants to other countries and those that were 
not. 

But my experience in this matter would indicate that any such 
distinction is highly arbitrary. I would be very dubious about draw- 
ing conclusions based on that definition between aided and unaided 
exports. 

Mr. Mason. Then if our exports have increased, we will say, from 
$5 billion to $8, $9, $10 billion, and we have given $5 billion of it away, 
then when you compare the commercial transactions based on private 
enterprise, one balances the other, and there has been no increase in 
the commercial exports. 

Mr. Swensrup. There, again, I say I don’t know how you dis- 
tinguish between the so-called commercial or unaided exports and those 
that were exported as a result of the money that we gave to foreign 
countries. For example, we might give money to some country to 
buy bread with, let us say. That would then release other money, 
which it might otherwise have spent for bread, with which it could buy 
automobiles, say. 

So any distinction between aided and unaided exports is purely 
arbitrary, in my view, when used to try to measure the effect of the 
reciprocal trade agreements, or GATT, on our country’s foreign trade. 

Mr. Mason. That is all. 

The Cuatrman. Mr. Curtis of Missouri, will inquire. 

Mr. Curtis. Mr. Swensrud, Mr. Mason has hit on the very point 
I was going to ask, because it seems to me that the gist of this aspect 
of the question lies in what our trade figures do actually indicate. 
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We had a very interesting and, I think, a very scholarly paper 
presented to us by Professor Saxon of Yale University which contains 
a lot of data. 

I agree with you that that requires analysis, but he did conclude 
from that that our percentage increase in world trade in relation to 
gross national product had not gone up and the ratio between exports 
and imports was a very interesting switch. 

He is the only witness who has come before us with data. I would 
have expected that the Secretary of Commerce would have come 
before us in the beginning with detailed information of this sort 
because your conclusions may be right, that we have increased. 

But this committee ought to know what the worksheets are so that 
we can go from there. 

Now, I appreciate that you are not in a position at this time, Mr. 
Swensrud, nor should we call upon you, representing just one industry, 
to present to this committee such overall figures. I only call to your 
attention though that witness after witness who has been for this 
OTC has started on the premise that this was so and when we go to 
try to get behind it to see if that premise is so, they have no statistics 
or no basis other than just a general feeling. 

Mr. Swensrup. If you look at the statistics on foreign trade you 
will see that our total exports today. are something like 3 or 4 times 
greater than they were in the days before World War II. 

Mr. Curtis. | do not think the Professor’s paper says there has 
been an increase, but in ratio to GNP and other ratios that measure 
whether or not we are keeping up with all aspects and maintaining 
their balance, that is where the climb will come. I think very fairly 
you could draw a conclusion that if we are not keeping up, for ex- 
ample, with GNP increases on our ratio of foreign trade, that evi- 
dently and in fact that is one of his conclusions, that it has been the 
increase in our own living standards and our own enterprise that has 
brought about the increase in trade rather than any techniques, 
whether it be reciprocal trade formula or what. 

We are trying to find out whether this formula and this procedure 
is the best way to assist us. 

Mr. Swensrup. I think it is pretty hard to prove what would have 
happened under other circumstances. We do know this, that at the 
end of World War II, as a result of depression, the war and the strains 
that had occurred, there were a tremendous number of restraints 
against foreign trade. 

Almost every government, every country with which we did any 
business, had all kinds of quotas and restrictions of innumerable 
sorts. 

Mr. Curtis. That is right. 

Mr. Swensrup. Now, I believe without some clearing away of 
those restrictions and some general attempt to get all countries to 
cooperate in that endeavor we would not have had as much improve- 
ment in foreign trade as has been the case. 

Now, there is the question of whether our foreign trade has in- 
creased in proportion to our country’s domestic trade or its gross 
national product. You will have to remember, however, that this 
country has had a very brisk economic advance, and I think for our 
foreign trade to have kept up with our domestic trade even as well 
as Professor Saxon indicated, is** mighty good achievement. 
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Now, I don’t think you have to prove that our foreign trade should 
have doubled in relation to our domestic operations in order to prove 
that the reciprocal trade agreements have been a good thing. I 
think something was necessary to keep trade going even as well as 
it has done. 

Mr. Curtis. I think you are making very pertinent observations. 
I think that is the area that we should get into and where we need 
more data and statistics and maybe if we had the complete story 
your judgment would be borne out. 

Incidentally, one other question or difference of opinion was this 
one that you have assumed that the trade barriers have been de- 
creased. There have been some witnesses who have stated they 
think they have been increased. 

Now, that is an area, too, that) we ought to be able to get informa- 
tion on to determine which is so. 

Now, the reciprocal trades formula, of course, went into effect in 
1934 and yet, as you point out, right after World War II we were 
in quite a mess with additional trade barriers. 

Now, the reciprocal trade formula then picked up there. My own 
personal views happen to be that I think GATT did help remove 
barriers. But I have nothing to base such a conclusion on, just a 
general impression. 

I would assume it to be so. I think it is very proper for people to 
come in and contest it, that they think they have data the other 
way, and I think it is incumbent on you, myself, and anybody else 
that believes it so to come in and back it up. 

Yet we seem to avoid trying to get into some of these details. 

Mr. Swensrup. I am sorry I did not doso. I would have brought 
along more figures bearing on the subject had I known you were short 
on figures. I would assume, however, that your committee can get 
all the information it wants of this kind if it makes an inquiry. 

Mr. Curtis. I think you have a perfect right to assume that our 
committee would have, and it has been a personal disappointment 
that we have not. 

Now, one other area that I see in this trade formula is in the dele- 
gation of authority to the executive department. The concern I have 
is one of maintaining the present relationships in our own domestic 
economy between conflicting domestic industries, for example, the 
exporters against the importers, or big business against little business, 
in the same area, or coal against oil, and so on. How those economic 
differences are resolved in this area when trade agreements are entered 
into is important because these trade agreements can greatly affect 
that relationship in our own economy. 

I have been quite concerned, I might say, as to what seems to me 
to be the lack of procedures set up whereby these relationships in our 
domestic economy can be considered and judged before trade agree- 
ments are entered into. 

Now, that is an area I know that your company perhaps has not 
been vitally concerned in, but I just want to express that thought. 

Mr. Swensrup. I think it goes to the general question of how far 
the Congress itself can cuenta to lay down the individual provisions 
for each commodity on the one hand, and how far it has to turn that 
job over to the executive branch for some trading. 
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Mr. Curtis. I personally think that we need to delegate quite a 
bit of power and a lot of my colleagues disagree with me, but when we 
do the delegating I want to do it in a way where we preserve certain 
procedures and | wonder whether we have done it that way. 

Now, one final comment; I am not just picking it up from your 
statement. It has been stated by many witnesses for GATT. 

You say in referring to H. R. 1: 

Its passage announced to the world that the United States was simply reassum- 
ing its role of leadership in the free world. 

Well, I personally think it is an argument that is used constantly, 
but I tell you this, it seems to me if the State Department wanted to 
present the thing the other way, they could present a good case, too. 

So how the rest of the world is going to react to what this Congress 
does depends a great deal upon how the State Department wants to 
interpret what we are doing to the rest of the world. 

I could not agree with you more. The propaganda has been broad- 
cast completely around that if we do not happen to go along with 
OTC that we will be derelict. 

But it mainly has been Americans and our administration that have 
been selling that bill of goods. I suspect the reason they are present- 
ing that point of view is to put pressure on Congress, which is all right. 
I am used to that sort of thing, but I do not think it is conducive to 
an objective study by this committee to have arguments like that 
interjected. I again say if this committee does a good job and the 
Congress does a good job studying these matters, the State Depart- 
ment ought to be in a very good position of letting the rest of the 
world know what we are doing. 

It depends on the job we are doing rather than some preconceived 
notion of what we might do. 

That is all. 

The CHarrmMan. We thank you for your appearance and informa- 
tion given the committee. 

Mr. Swensrup. Thank you, Mr. Chairman. 

The CuarrMan. I notice that the committee is honored to have 

resent in the hearing room our distinguished colleague, Hon. Carl T. 
Durtinall of North Carolina, who is present with our next witness. 
The next witness is Mr. W. M. Holderness. Congressman Durham 
and Mr. Holderness, it is a pleasure to have you both present today. 

Mr. Duruam. Mr. Chairman, due to illness, Major McClendon, of 
the firm of Brooks, McLendon, Brim & Holderness, could not appear 
at this time. Mr. Holderness, whom I would like to introduce to the 
committee, will appear in his place. 

Thank you very much. 

The CHarrMan. Thank you. 

We appreciate your being with us. Please give your name, and 
address and capacity in which you appear, for the record. 

Mr. Houtperness. May I have a seat, sir? 

The CuairMan. Yes, sir. 
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STATEMENT OF W. H. HOLDERNESS, GREENSBORO, N. C.,. SPE- 
CIAL COUNSEL FOR SOUTHERN STATES INDUSTRIAL COUNCIL, 
ASSOCIATED INDUSTRIES, VIRGINIA MANUFACTURERS ASSO- 
CIATION, AND TRADE INFORMATION COMMITTEE OF THE 
AMERICAN TARIFF LEAGUE, ACCOMPANIED BY TYRE TAYLOR, 
GENERAL COUNSEL FOR SOUTHERN STATES INDUSTRIAL 
COUNCIL, AND LEO P. ARNABOLDI, Jr. 


Mr. Houtverness. My name is W. H. Holderness. I am from 
Greensboro, N. C. Iam here today in the place of my partner, Mr. 
L. P. McLendon, who was suddenly taken it and is now hospitalized. 

With me are Mr. Tyre Taylor, who is general counsel for the South- 
ern States Industrial Council, and Mr. Leo P. Arnaboldi, Jr. 

I appear in opposition to H. R. 5550 as special counsel for Southern 
Industrial Council, of Nashville, Tenn.; Associated Industries, of 
Greensboro, N. C.; Virginia Manufacturers Association, of Richmond, 
al and Trade Information Committee of the American Tariff 

eague. 

I want to say at the outset that many business people in North 
Carolina and Virginia, and throughout the South, are greatly con- 
cerned about H. R. 5550 and its consequences. 

As you know, tlie South is in the process of a rapid industrialization, 
the tempo of which has greatly increased since the beginning of the 
Second World War. 

For example, my home town of Greensboro, with a population 
of less than 100,000, is the site of the largest denim mill in the world 
and the home office of the largest clothes manufacturer in the United 
States, and are well aware that we cannot close our eyes to the effect 
of the importation of Japanese textiles, made under wage scales which 
are only one-tenth of the scale prevailing in North Carolina and other 
Southern States. 

But it is not my purpose to discuss the economic aspects of H. R. 
5550 as serious as they are. 

Mr. McLendon has prepared for the committee a formal brief 
containing a detailed analysis of the provisions of GATT and OTC, 
the conflicts between GATT and existing legislation, and the con- 
stitutional problems raised by H. R. 5550. 

We would like permission, Mr. Chairman, to file this brief as a 
part of the record in this hearing and to use the time available to 
us this afternoon to discuss very briefly the constitutional aspects 
of this problem. 

The CHarrMan. Without objection, it is so ordered. 

(The material referred to is as follows:) 


THE LEGAL SWEEP OF H. R. 5550 


H. R. 5550 Is UNconsTITUTIONAL AND Suspsect To Many Serious LEeGau 
OBJECTIONS 


Statement prepared for the Committee on Ways and Means of the House of 
Representatives in opposition to H. R. 5550 by Lennox P. McLendon, Esq., 
Greensboro, N. C., mpeumnting: Southern States Industrial Council, Inc. 
Nashville, Tenn., and Associated Industries, Inc., High Point, N. C., Greensboro 
Industries, Inc., Greensboro, N. C., Virginia Manufacturers Association, Inc., 
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Richmond, Va., Trade Information Committee of the American Tariff League, 
Inc., New York, N. Y. 
Of counsel: 
Tyre TAYLOR, 
General Counsel, Southern States Industrial Council, Inc., 400 Edmonds 
Building, Washington, D. C. 


ConTENTS 
Introduction. 
(1) Scope of GATT. 
(2) Legal powers of OTC. 
(3) Legal finality of the scheme. 
(4) Unconstitutional result. 
I. Analysis of GATT and OTC. 
A. Structure of OTC. 
. Background of GATT and OTC. 
. GATT plus OTC—Embryonie Government? 
. Disapproval of GATT in Present Form by the Randall Commission 
and Congress. 
. “Provisional” Acceptance of GATT. 
. Summary and Comment on Substantive Provisions of GATT. 
. Conflicts Between GATT and Existing Federal Statutes. 
II. Constitutional objections. 
A. H. R. 5550 involves an unconstitutional delegation or resignation of 
Legislative Powers. 
(1) There is no precedent in American jurisprudence for H. R. 
5550 


(2) It is a basic principle of constitutional law that Congress 
cannot lawfully delegaet its law-making powers. 

(3) The constitutional right of Congress to delegate authority is 
limited to delegation of administrative functions, to be 
exercised within limits clearly and definitely set forth in a 
Congressional enactment, and designated to make the will 
of Congress (the law) effective. 

(4) The application of these principles to H. R. 5550 conclusively 
establishes the unconstitutionality of the proposal. 

(5) Decisions of the Supreme Court fix the line of demarcation 
between valid and invalid delegations by Congress. 

(6) H. R. 5550 is also unconstitutional because it is a sub- 
delegation, not to an officer or agent of the United States, 
but to a supernational organization. 

(7) Our present participation in GATT is unconstitutional. 

B. Congress and the president cannot lawfully commit the United States 
to GATT-OTC by means of an executive agreement. 

Conclusion. 
Appendix A: 

1. Comparison of GATT and ITO. 

2. Similar provisions or language of OTC and ITO charters. 
Appendix B—Analysis of GATT and conflicting domestic legislation. 
Appendix C—Hardboard Incident. 


INTRODUCTION 


H. R. 5550, now pending before this Committee, purports simply to authorize 
membership by the United States in the Organization for Trade Cooperation 
(OTC), a new international agency set up by the contracting parties to the 
General Agreement on Tariffs and Trade (GATT) in March, 1955. According 
to its advocates OTC can do no more than further “‘the achievement of the pur- 
poets and objectives set forth in the General Agreement on Tariffs and Trade.” 

n support of this argument that OTC is innocuous and powerless to impose new 
burdens on the United States, they point to the OTC Charter which provides 
that OTC cannot amend GATT and that OTC can make no decision which will 
impose on a member any new obligation which the member has not specifically 
agreed to undertake.! 

Any such description of OTC is, to say the least, naive. In this Statement I 
shall demonstrate that, by committing the United States to OTC and GATT, 


! Agreement on The Organization For Trade Cooperation, Part I, Article 3 (d). 
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H. R. 5550 would delegate to an international agency, subject to the control of 
foreign governments, a strange and unprecedented admixture of administrative, 
judicial, and legislative powers. 

To discern this effect, however, one must go far beyond the two page text of 
H. R. 5550. H. R. 5550 incorporates, by reference, the eleven page OTC Charter 
which in turn incorporates by both direct reference and necessary inference the 
whole lengthy text of GATT. GATT, however, after eight years of operation 
has accumulated a multitude of decisions, interpretations, waivers, studies and 
reports made by the Contracting Parties, all of which have become an integral 
part of the obligations expressed in the text. GATT’s officia' ‘Basic Instruments 
and Selected Documents,” the only summary of this material to which the public 
has ready access, runs to more than eight hundred pages. __ It is into this labyrinth 
that H. R. 5550 leads us by authorizing membership in OTC. 

The legal implications are staggering. At this point, attention is directed to 
four legal aspests of the proposal: (1) The Scope of GATT, (2) The Legal Powers 
- OTC, (.) The Legal Finality of the Scheme, and (4) The Unconstitutional 

esult. 

(1) Scorz or GATT. The State Department has officially described GATT 
as “the most comprehensive international agreement ever negotiated for the 
reduction of barriers to and hence for the exparsion of world trade, having regard 
to the number of participating countries, to the scope of its provisions, and to 
the volume of trace affected.’”” GATT has been accepted, although only provi- 
sionally, by 35 nations (Contracting Parties) with such differing economic and 
social problems as the United States, the Federation of Rhodesia and Nyasaland, 
India and communist Czechoslovakia. Trade among the natiors, which have a 
combined population of more than 1 billion persons, exceeds $100 billions per 
year. By accepting GATT these nations have nominally agreed to observe an 
impressive body of common objectives, policies and rules in regulating or other- 
wise influencing the flow of exports and imports. 

We use the word nominally advisedly. While GATT pairstakingly spells out 
many sweeping ideals to which the Contracting Parties subscribe each of these is 
followed by a complex array of exceptiors and qualifications. GATT’s famous 
general rule against quantitative restrictions on exports or imports, for example, 
is stated in 66 words; 3,500 words, however, are required to describe the exceptions. 

These rules and exceptions cover the economic waterfront. Aside from tariffs 
they concern problems of such intricate effect on the internal economies of member 
nations as rates of exchange, domestic subsidies, preferences granted among 
nations tied together hy economic bonds of long standing, the allocation of 
import and export markets and even the _— pattern of economic development 
which member nations should pursue. Theoretically GATT and OTC deal with 
domestic matters only when they affect international trade. But since GATT 
and OTC in effect assert the right to determine which domestic regulations affect 
world trade and which do not, their power to invade domestic affairs is limited 
only by their own discretion. 

It nay be wondered how the United States became embroiled in international 
commitments of this magnitude. The State Depertment contends that it acquired 
ample authority for this purpose under the Trade Agreements Act of 1934. One 
purpose of this Statement is to demonstrate hero Hh its participatior in GATT 
the State Department has progressively stretched this authority far beyond 
anything contemplated by Congress or which Corgress could constitutionally 
have delegated if it had intended to do so. In adaition, because of the range and 
complexity of GATT’s provisions the State Department has wittingly or un- 
wittingly accepted obligations which conflict with literally dozens of existing 
Federal statutory provisions. (See Appendix B.) 

(2) Lecat Powers or OTC. The draftsmen of GATT strained the limits of 
human ingenuity in trying to anticipate anu provide for the numberless contin- 
gencies possible in trade among so many different nations, each with its own 
notions of economic policy. Many important questions were left to be decided by 
subsequent vote of the members. 

Numerous disputes and misunderstandings have arisen under GATT due to the 
complexity of its language, the unresolved problems in the text and the provision 
for the waiver of basic obligations. In the past these have generally been resolved 
by bargaining at the general meetings, with a good deal of give and take often 
exercised by everybody concerned. Now, however, responsibility for settling 
such questions is to be turned over to OTC. 

Scrutiny of the text of GATT and the OTC Charter reveals some startling and 
even shocking grants of powers to OTC. The extensive jurisdiction of OTC 
derives from four main sources: 
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rane Aalgnnent in the Text of GATT. In at least 26 instances 
GA refers specific matters to OTC. These range all the way from the 
seemingly innocuous duty of collecting reports of the customs procedures 
followed by member nations to determining the validity of a claim by a 
Contracting Party that it is in “balance of payment’’ difficulties. 

(b) Complaints of Nullification or Impairment. Article XXIII of GATT 
and Article 14 of the OTC Charter expressly confer on OTC authority to hear 
and decide charges that ‘‘a benefit accruing directly or indirectly under the 
General Agreement is being nullified or impaired.”” This can only mean 
that any dispute concerning the application of any provision of GATT can, 
if not resolved by informal agreement among the parties concerned, end up 
before OTC. This, in turn, means that as time goes on OTC wiil develop 
a body of binding precedents which, because of the sweeping nature of the 
problems raised by GATT, will more nearly resemble legislative than judicial 
action. 

The reach of this mixed judicial and legislative power can be fully appre- 
ciated only by looking back briefly at the pattern of GATT itself. As noted 
earlier, GATT proceeds by laying down general rules which, although 
obligatory, represent ideals no nation has yet been able to practice. Bowing 
to the rude facts of life, GATT then goes on to spell out the terms and con- 
ditions on which it will permit its members to continue to live in sin until the 
millennium arrives. Since these exceptions, and the terms and conditions 
on which they are permitted, are not self-executing, OTC will have final say 
on whether a member is entitled to the benefit of an exception from a GATT 
obligation. In view of the unrealistic breadth of GATT’s general rules, 
OTC’s power to grant exceptions from such rules will give it control over a 
major portion of the international trade of the members. 

(ec) Obligation Waivers. By Article 13 of its Charter, OTC is authorized 
to grant waivers from almost any obligation imposed by GATT if OTC 
believes that the circumstances are exceptional. This power to grant 
waivers is just as broad as GATT’s power to create obligations. Thus one 
organization (GATT) makes the agreement and the other (OTC) excuses 
compliance by means of waivers. 

(d) Charges of Counter-Objective Activity. An even greater potential power 
is conferred on OTC by an easily overlooked subordinate clause in Article 14 
of its Charter. This clause gives OTC the right to hear and determine 
charges by any Contracting Party that another Contracting Party is imped- 
ing the attainment of any objective of GATT. The sweeping character of 
this jurisdiction is revealed by a quick glance at the ‘‘objectives’’ of GATT 
for these include: 

Raising standards of living (presumably within each member nation) ; 
Ensuring full employment and a large and steadily growing volume 
of real income and effective demand (again presumably within each 
member nation) ; 
Developing the full use of the resources of the world and expanding 
the production and exchange of goods, and 
Promoting the progressive development of the economies of all the 
Contracting Parties. 
This attempt to found a cause of action on vague generalities in a preamble 
is a legal monstrosity. It opens a Pandora’s box of disputes because the 
so-called “have not’’ nations can object to any action by the “have’’ nations, 
be it domestic or international, which they feel adversely affects their interests. 
Since the “have not” nations are in the majority and since their notions of 
economic development in many cases differ radically from our own, the 
temptation to demand continuing sacrifices from strong nations like the 
United States will be almost irresistible. 

It will undoubtedly be argued that although OTC has this extraordinary 
combination of powers, it has no method of enforcing its decisions. Both 
GATT and the OTC Charter, however, carefully spell out the action OTC 
shall take in the event its decisions are resisted. This action consists of 
releasing the other Contracting Parties to GATT from such obligations to 
the offending party as OTC deems appropriate. In other words OTC will 
prescribe what manner of trade discrimination and economic pressure the 
other parties may collectively apply against the offending party. The 
threat of precise and organized retaliation by 35 other countries cannot be 
gainsaid. While the offending party nominally has the choice of withdraw- 
ing from GATT on six-month notice, this could in practice amount to de 
claring economic war on GATT’s body of nations. 


75018—56——_75 
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(3) Leeau Frnauity or THE Scueme. If H. R. 5550 is approved the world 
will regard it as congressional approval of all the actions taken to date by the 
State Department in developing and signing GATT. Should Congress’ later 
repent, and after harsh experience desire to repeal H. R. 5550, or even the Trade 
Agreements Act of 1934, which the State Department contends authorized GATT, 
it would be confronted by the im ible task of unscrambling these international 
eggs. Indeed the advocates of H. R. 5550 already contend that we are so fully 
committed to GATT, constitutional or not, that an international explosion will 
result if Congress does not approve the pending bill. Give GATT a few more 
years to operate, fortified by OTC, and escape will be well nigh impossible. 

(4) UNCONSTITUTIONAL Resutt. H. R. 5550 raises most serious constitutional 
questions for which there is neither legislative nor judicial precedent. It is an 
attempt to have Congress obliterate the traditional constitutional separation of 
legislative and executive functions by welding, within a complicated international 
agency or quasi government, the exclusive authority of Congress to regulate 
foreign commerce and the exclusive authority of the executive to make executive 
agreements and to negotiate treaties with other nations. I shall demonstrate 
that this concept of dealing with problems in the feld of foreign relations is 
violative of the basic principles of the Constitution of the United States. 


I. Anatysis or GATT anv OTC 


I believe that Congress has not been asked to pass upon GATT because GATT 
has the power to make laws governing our tariffs, foreign trade, and numerous 
purely internal matters and Congress would never agree to delegate directly such 
sweeping power to an international agency. During testimony on GATT’s 
effect on our agricultural program, Senator Millikin has said that ‘‘this country’s 
entrance into GATT asit is now written would be a completely suicidal thing’’.? In 
the face of such even the State Department is trying for backdoor, piecemeal 
approval of GA by Congress. 

One step in the campaign for piecemeal a — is the pending bill which asks 
Congress to approve the six-page charter of C without passing on the numerous 


broad policies, rules and regulations of GATT which are to be administered by 
OTC. The State vn reser probably anticipates that the dubious constitutional 


status of GATT will be overlooked after congressional approval of OTC. 

Another step in the State Department’s plan for piecemeal approval of GATT 
is the pending bill on customs simplification (H. R. 6040), which as of the date of 
this writing is pending in the Senate. Since GATT exercises control over our 
laws, the State Department feels it is necessary to secure passage of the Customs 
Simplification Act to bring our statutory definition of value for ad valorem duties 
wr closer conformity with the definition of value contained in GATT (Article 

). 

Another try at piecemeal approval was a phrase in the original version of H. R. 
1 (Public Law 86 adopted in 1955) which stated that foreign trade agreements 
could include “provisions relating to most favored nation standards and other 
standards of nondiscriminatory treatment affecting such trade, to quantitative 
import and export restrictions, to customs formalities, and to other matters 
relating to such trade designed to promote the purpose of this section similar to 
any of the foregoing.’’ Although the phrase encompasses only what the State 
Department has been doing in GATT all along, Congress deleted it. 


A. STRUCTURE OF OTC 


Prior to March of 1955 GATT was administered by its own skeleton organi- 
zation. In March the Contracting Parties agreed to transfer the organizational 
functions of GATT to a new organization, OTC, which as we have already seen 
would be charged with administering and interpreting GATT in accordance 
with its purposes and objectives. 

The OTC charter provides for an Assembly consisting of all the Contracting 
Parties to GATT (Orc Article 5), each of whom will have one vote in the As- 
sembly, and for an Executive Committee of 17 members which will continuously 
exerc’se powers and perform duties assigned to it by the Assembly (OTC Article 6). 
The Assembly is given final authority in all matters of consequence. The OTC 


2 Hearings, Senate Finance Committee on H. R. 1612, 82d C , First Session, Part I, p. 115 (1951). 

3 Throughout this Statement all references to the Articles of GATT shall be to the ‘pro "GATT 
(i. e., as revised at the Ninth Session held in Geneva early in 1955). If Congress approves H. R. 5550 the 
United States will accept the proposed GATT. The differences between the proposed GATT and the 
present GATT are not of primary importance. 





ORGANIZATION FOR TRADE COOPERATION 1175 


also has a Secretariat presided over by a Director-General who shall act as chief 
administrator of the organization (OTC Article 7). 


B. BACKGROUND OF GATT AND OTC 


Gatt is the sole surviving progeny of the discredited Havana Charter of the 
International Trade Organization (ITO), an early postwar venture in global 
economic planning. Twenty-two GATT articles come almost verbatim from the 
ITO charter. The Havana Charter, it is true, went far bevond what GATT 
now modestly purports to be; it covered all manner of economic activities in- 
cluding full employment, restrictive business practices, the international flow 
of investment capital and conditions of economic and social progress and de- 
velopment as well as the reduction of trade barriers. In fact, however, GATT 
contains the active germs of all the powers ITO tried to employ. 

Despite its broader scope, ITO’s objectives were stated in exactly the 
same words of those of GATT: 

“Recognizing that their relations in the field of trade and economie en- 
deavor should be conducted with a view to raising standards of living. 
ensuring full employment and a large and steadily growing volume of real 
income and effective demand, developing the full use of the resources of 
the world and expanding the production and exchange of goods . . .” 

This is not surprising in view of the fact that GATT was drafted during secret 
conferences in the summer of 1947 at Geneva by the same group of people who 
were then revising the ITO charter. They set up GATT as a stopgap measure 
to be in effect until the participating nations could obtain authorization for the 
broader ITO from their respective legislati--e bodies. Many organizational 
provisions of ITO are now contained in the OTC charter. There is contained in 
Appendix A hereto a chart showing the very close relationship between the ITO 
Havana Charter and the charters of GATT and OTC. 

Since many people objected to its semisocialistic slant, Congress allowed ITO to 
die in committee when it was submitted for approval, and ITO has long since been 
a thing of the past. Surprisingly enough, GATT in spite of its dubious ancestry 
has survived and flourished. 


Cc. GATT PLUS OTC-——-EMBRYONIC GOVERNMENT? 


To gain the clearest perspective on GATT and OTC one must view their com- 
posite organization as an embryonic government. At first glance this government 
appears limited powerwise to regulating the controls on world trade, but in the 
fina! analysis its power is unlimited since GATT embraces domestic matters 
restricting worla trade, which means most if not all domestic matters. All 
economic events in this country have a causal relation, sometimes great, sometimes 
minor, to our foreign trade and to compartmentalize them implies a policy decision 
as to where the chain of causation shall be severed. Since policy decisions in this 
area will rest with GATT or OTC, their power is really limitless and one need not 
be a visionary to see the beginnings of world government. GATT already frankly 
deals with such subjects as public morals, copyrights, interchangeability of 
currencies, standards of living, subsidies and development of new industries. 

In this quasigovernment GATT plays a legislative role, since by self-amendment 
under Article XX X GATT may change its provisions governing trade and domestic 
events. OTC performs a dual role, both executive and judicial, since it administers 
the laws promulgated by GATT and interprets and polices those laws. 

That GATT and OTC will attempt to exercise a jurisdiction over the internal 
affairs of its members is shown by both its provisions and history. Consider the 
case of Ceylon and cotton sarongs. Ceylon wanted to develop the manufacture 
of cotton sarongs at home and therefore applied to GATT for permission to restrict 
imports. While Article XI of GATT provides that there shall be no new quotas 
on imports, Article XVIII provides that if a nation wishes to establish a new 
industry it may, after consultation, establish an import quota under certain 
conditions. GATT, after consultation, agreed to Ceylon’s request but it accom- 
panied its agreement with the provision that sarong makers in Ceylon use cotton 
raised in Ceylon. (See Appendix B, discussion of Article XVIII.) After this 
excursion into a matter of domestic production, GATT is but a short step from 
regulating the terms of employment, wages, job discrimination, etc. 


‘ Article X XIX of the original GATT specifically provided that Part II of the Agreement would be sus- 
pended on the day the Havana Charter entered into force. Article X XIX also provided that if the Havana 
Charter should cease at any time to be in force the Contracting Parties would meet to agree on whether 
GATT should be supplemented, amended or maintained. 
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In the councils of GATT the United States has but one vote out of 35, and no 
veto power. Moreover, while the United States will probably be a member of 
the Executive Committee of 17 members there is an interesting provision in 
Article 8 of OTC allowing a member of the Executive Committee to be deprived 
of the vote when the member is a party to the dispute. 


D. DISAPPROVAL OF GATT IN PRESENT FORM BY THE RANDALL COMMISSION AND 
CONGRESS 


The Randall Commission, after consideration of all the aspects of our foreign 
trade policy, recommended: 

“The organizational provisions of the General Agreement on Tariffs and Trade 
should be renegotiated with a view to confining the functions of the contracting 
parties to sponsoring multilateral trade negotiations, recommending broad trade 
policies for individual consideration by the legislative or other appropriate 
authroities in the various countries, and providing a forum for consultation regard- 
ing trade disputes.” 5 

The Commission then went on to mention the constitutional problem raised by 
GATT. The Commission recognized the danger GATT posed to our existing legal 
framework and, accordingly, it made the reasonable recommendation that GATT 
and OTC be placed on a noncumpulsory basis and confined to sponsoring negotia- 
tions and recommending broad trade policies to be submit to our Dennen. 
The State Department did not follow these recommendations at su uent 
sessions of the Contracting Parties. Instead, it participated in the birth of OTC, 
the administrative and = icial arm of GATT, thereby institutionalizing the com- 
pulsory features of GATT. 

Although GATT differs in purpose and method rather than in degree from the 
simple bilateral agreements contemplated by the Congress and the President in 
1934 when the first Trade Agreements Act was enacted, and although no relevant 
change in the 1934 Act occurred between 1934 and the birth of GATT in 1947, the 
State Department has maintained that the 1934 Act authorized GATT. The 
fallacy of this reasoning has often been exposed to this Committee, and the 1951, 
1953, 1954 and 1955 extensions of the 1934 Act have each included a provision 
comparable to the following provision from the 1955 Act: 

“(This Act] shall not be construed to determine or indicate the approval or 
disapproval by the Congress of the executive agreement known as the General 
Agreement on Tariffs and Trade’ (Public Law 86, 69 Stat. 162). See also the 
phrase stricken from H. R. 1 discussed on pages 10-11. 


E. “PROVISIONAL”? ACCEPTANCE OF GATT 


Although GATT has been in operation for eight years no nation has yet ac- 
cepted GATT on a final or definitive basis. By the ‘Protocol of Provisional 
Application’”’ which President Truman entered into on behalf of this country 
effective January 1, 1948, the Contracting Parties accepted GATT on a “provi- 
sional” basis (i. e., temporary or interim). ‘Provisional’ application means each 
member nation has accepted Part II of GATT, which deals with the elimination 
of nontariff trade barriers and cuts across domestic legislation ‘“‘to the fullest 
extent not inconsistent with existing legislation” on October 30, 1947. 

Presumably if Congress should approve OTC the State Department will be 
ready to approve GATT “definitively” despite the numerous conflicts which we 
shall see exist between our laws and the provisions of GATT. If GATT is made 
definitively effective, withdrawal from it must be made on six months’ notice 
(Article XX XI) rather than on 60 days’ notice as under the present provisional 
status. 


F, SUMMARY AND COMMENT ON SUBSTANTIVE PROVISIONS OF GATT 


The core of GATT is its basic agreement to which are tied multiple schedules, 
addenda, protocols, etc. This basic agreement is divided into three parts: 

(1) Part I states the objectives of GATT, gives legal effect to the schedules 
of tariff concessions, adopts the “most-favoured-nation” principle and lays 
down the basic rule of nondiscrimination in tariff and customs matters 
generally (Articles I-III). The series of “schedules” annexed to the Agree- 
ment lists nearly 60,000 specific tariff concessions (a concession is either 4 
-tariff cut or a binding promise not to impose tariffs on free products or to 
increase an existing tariff rate). These 60,000 concessions affect nearly 
every significant product of the Contracting Parties. 


§ Commission on Foreign Economic Policy, Report to the President and the Congress, January, 1954, p. 49. 
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(2) Part II, an elaborate conglomerate of principles and counter-prin- 
ciples (all multi-excepted), is supposed to protect against the erosion of the 
concessions by non-tariff trade barriers such as import quotas, internal taxes, 
oat restrictions and customs technicalities among others (Articles IV— 
XXIID. 

(3) Part III covers procedural matters such as the relationship of GATT 
to OTC, GATT’s method of amendment, accession of new parties, withdrawal 
from the Agreement, ete. (Articles XXIV-XXXV). 

An article-by-article summary of the basic GATT Agreement which lists and 
discusses dozens of Federal statutory provisions in conflict with GATT is set 
forth in Appendix B hereto. 

GATT is a global exhibition of intellectual legerdemain. On the one hand the 
Agreement is a catalogue of theoretical principles, pious hopes, and fond expecta- 
tions while on the other it is a hodgepodge of exceptions and caveats preserving 
and perhaps binding present preferences, restrictions and discriminations which 
other nations use to stop our exports. The question naturally arises whether 
from the standpoint of this country the game, which demands a broad and seem- 
ingly limitless delegation of legislative power to a supernational organization, is 
worth the candle. 

Article I provides that the parties shall enter into arrangements to reduce 
substantially tariffs and other barriers to trade. The President by entering GATT 
has thus committed the United States to a policy of endless tariff reductions 
despite the fact that our reciprocal trade agreement act fixes a limit beyond which 
duties cannot be reduced. But if, as is probable, GATT plus OTC, construed as a 
treaty, becomes the supreme law of the land and supersedes inconsistent provi- 
sions of the Reciprocal Trade Agreement Act, the results should be either a con- 
tinuous reduction of duties under GATT procedure or the forcing of additional 
legislation by Congress for the reduction of duties below the levels now fixed by 
statute. 

GATT, moreover, contains no indication that any attention will be paid to 
whether a rate of duty is reasonable or unreasonable, necessary or unnecessary. 
It is significant that GATT in the beginning held negotiations on a product-by- 
product basis but recently it has switched to the negotiations of tariff reductions on 
whole groups and classes of products. 

Who will represent the United States in GATT? Unquestionably, the State 
Department is qualified to weigh factors such as defense mobilization require- 
ments and injury to domestic industry consequent upon tariff concessions is 
questionable.*® he liaison between the Department of Commerce which pre- 
sumably represents domestic industry and the State Department is also a subject 
of concern. If our State Department, in its wisdom, sees fit to sacrifice an 
American industry, the industry has no way of preventing it nor apparently of 
obtaining redress through judicial review. 

Article Il commences auspiciously enough with a firm statement that the 
Contracting Parties shall “immediately and unconditionally” accord each other 
most-favored-nation treatment. Unfortunately, the same Article then goes on 
to say in effect that existing preferences shall remain in effect. Gatt thus fails to 
eliminate and perhaps binds British Empire preferences, as well as French and 
Belgian colonial preferences.” 

The importance of the most-favored-nation principle (Article II) arises from 
the multilateral nature of the Agreement. Formerly, when the United States 
made a tariff concession to another nation by a simple bilateral agreement, that 
concession was available to all other nations since we have followed the most- 
favored-nation principle for a long time, but if we by agreement withdrew that 
concession from such nation, the concession would in most instances fall as to all 
other nations. Under GATT, however, all Contracting Parties exporting the 
product involved have an interest in the concession, and to withdraw a concession 
one must negotiate or ‘‘consult” with all interested parties. 

This is well illustrated by our attempt to withdraw concessions originally 
entered into with Nationalist China. In 1947, Nationalist China participated 
in the birth of GATT under whose auspices we negotiated with China on tariffs. 
Both countries granted concessions to the other. After taking control of China 
the Communists refused to honor China’s GATT obligations, and since it could 


° Congress in Public Law 86 adopted at the last Session has indicated its belief that the Office of Defense 
Mobilization has special competence to decide when our imports should be restricted in the interests of na- 
—- en nae ~ 1955 the President indicated the same belief in connection with the operation of the 

‘Buy American Act.” 
'GATT Article XIV sets forth further exceptions which can result in the creation of additional preferences. 
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no longer enforce GATT provisions, Nationalist China withdrew from GATT in 
1950. As the United States recognized the Nationalists as the legitimate govern- 
ment of China, we were than free under GATT to withdraw concessions. granted 
to China (Artiele XXVIII). Thereupon, the British and other governments who 
recognized the Communists argued that the action of the Nationalist Government 
in withdrawing from GATT would have no effect since the Nationalists no longer 
constituted the Chinese Government. 

The United States then notified all other countries of our intention and con- 
sulted with the interested countries on the problems involved as Article XXVII 
of GATT required. In several instances they objected to our withdrawal of 
particular concessions and we acceded to their wishes by permitting the reduced 
rate to continue. Martin. Once in GATT Always in GATT, 38 Am. Bar Assn. 
Journal 373, 374 (1952).8 

The United States was thus a double loser; it lost all of the concessions granted 
by China and it was compelled to keep in effect a number of concessions with 
respect to third nations which it had originally granted to China. No conces- 
sions were received apparently from other countries for the continuation of these 
concessions by us. It should also be noted that Communist Czechoslovakia is 
still a member of GATT. 

The various consultation provisions of GATT which require that we consult 
with all interested parties concerning a change in a concession, rather than just 
the party to whom the concession was originally granted, place our tariff policy 
in the hands of an international organization. The delays and roadblocks 
interposed by GATT will effectively impair United States control of its own 
tariffs. For example, the Tariff Act of 1930, as amended, in many instances 
requires the President to exercise his discretion on a rate after receiving recom- 
mendations from the Tariff Commission. GATT defeats the policv of the Act 
because the President cannot use his discretion; he most follow GATT. 

Article IV of GATT is designed to insure that the Contracting Parties will not 
use discriminating internal taxation and regulations to negate concessions granted 
by them in the schedules. Accordingly, it provides that imports shall not be 
subject to discriminatory taxation or to mixing regulations requiring a certain 
portion of domestic materials in the finished product, but since the other countries 
in GATT have innumera'le restrictions and discriminations of this type, Article 
IV is honeycombhed with exceptions. It even provides that a number of existing 
restrictions shall be treated as duties for the purpose of negotiation (Article IV, 
par. 6). This means that the United States must trade tariff concessions against 
removal of discriminatory foreign regulation. The question arises whether 
there are enough United States tariffs to bargain away all the manifold devices 
which other countries use in addition to tariffs to restrict imports. 

GATT also contains provisions concerning all manner of customs regulations 
such as antidumping and countervailing duties, valuation for customs purposes, 
fees and charges in connection with imports and exports, marks of origin and publi- 
cation and administration of regulations affecting foreign trade. The subject of 
valuation dealt with in Article VII is highly technical but it is important from the 
standpoint of protecting American producers from cartels. The GATT definitions 
of value for ad va orem customs purposes tend toward the acceptance of invoice 
value as the standard. This should help foreign cartels which with a monopoly 
at home are able to sell articles in this country below the prices of the same articles 
in their own countries. 

The provisions of GATT covering direct non-tariff restraints upon international 
trade, such as quotas and import and export licenses, show the split personality 
of the Agreement. Characteristically these provisions commence with a general- 
ized statement of an unobtainable objective: 


‘“‘1. No prohibitions or restrictions other than duties, taxes or other charges, 
whether made effective through quotas, import or export licenses or other 
measures, shall be instituted or maintained by any contracting party on the 
importation of any product of the territory of any other contracting party 
or on the exportation or sale for export of any product destined for the terri- 
tory of any other contracting party.” 


Paragraph 2 of Article XI immediately sets forth exceptions to relieve export 
restrictions, to prevent shortages of products essential to the yer ag nation, 
export restrictions on agricultural and fisheries products, and other exceptions. 
Article XII then follows with a blanket exception to the general principle above 


8 For another illustration of how difficult it is to live with GATT see the hardboard episode set forth in 
Appendix C hereto. 
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quoted which is available to any nation in balance of payment difficulties. Article 
XIII covers nondiscrimination in applying quotas and other restrictions. Article 
XIV follows with a number of exceptions to the stated rule of nondiscrimination 
and has been ealled a mockery of nondiscrimination. 

GATT is loaded against a country in a strong financial position with a sound 
currency. Asa result of all the exceptions in GATT, all the numerous restrictions 
imposed by other countries against American imports are left untouched and other 
countries have a clear escape from any concession by using the excuse that their 
external financial position is threatened.® It is significant that Switzerland, the 
only other country whose external financial position and currency have a soundness 
comparable to that of the United States, has declined most definitely on a number 
of occasions to participate in GATT. The operation of the GATT previsions on 
quotas and other restrictions has confirmed the worst suspicions voiced by those 
who are anxious to preserve the United States as a leading figure in world trade. 
Since 1947 almost every Contracting Party has adopted and enforced against 
the United States quotas, import licenses and currency controls. At the Ninth 
Session of GATT held in 1955 at Geneva, 22 of 34 GATT nations announced 
that they were presently imposing quotas and other restrictions on the basis of 
balance of payment difficulties. GATT has found no solution to the problem of 
policing “‘balance of payment”’ difficulties. 

On the other hand, when the United States believes it must impose restrictions 
on imports of certain agricultural products, it must supplicate with the Contract- 
ing Parties for tolerance. This situation is well illustrated by the continuing 
embarrassment suffered by this country’s delegates to GATT sessions on the 
question of quota restrictions on cheese and other dairy products imposed under 
Section 104 of the Defense Production Act. After much negotiation, GATT 
censured the United States and granted the Netherlands the right to retaliate 
against us. (See Appendix B, discussion of Article XI.) 

Gatt makes the International Monetary Fund the final judge of whether the 
financial difficulties of a member nation justify the imposition of restrictions on 
its import or export trade (Article XV). This arrounts to a further redelegation 
from GATT to the International Monetary Fund. To predict at this time the 
eventual outcome of the cross-fertilization between GATT and the International 
Monetary Fund would be a feat of Delphian proportions. 

Article XVIII of GATT provides that Contracting Parties whose economies 
can support only low standards of living ray be excused from their GATT obligat- 
ions, subject to decision by OTC, if it is necessary to raise their general living stand- 
ards. It also provides that governments may take protective action to promote 
the establishment of new or infant industries. It seems apparent that the United 
States would have a verv difficult time in obtaining OTC approval to protect and aid 
2 new industry. Do we wish to delegate control over our new industries to a 
supernational organization? 


G. CONFLICTS BETWEEN GATT AND EXISTING FEDERAL STATUTES 


Appendix B hereto sets forth numerous sections of the United States Code which 
are in apparent conflict with GATT.” Livitations of time and practicality 
have prevented an examination of conflicting state law; such an examination would 
be relevant because GATT may require changes in state law."' Presurrably, upon 
definitive acceptance of GATT following the proposed congressional approval 
of H. R. 5550 all conflicting dorrestic legislation would have to be conformed 
to GATT’s provisions. There follows a summary of some of the material con- 
tained in Appendix B. 

The Trade Agreements Extension Act of 1955 contains a clear conflict with 
GATT." Section 7 of this Act provides that the Office of Defense Mobilization 
shall advise the President whenever it believes an article is being imported into 
the United States in such quantities as to threaten to impair national security, 
and therefater the President is authorized to take such action as he deems neces- 
sary to lower such imports. In many instances optimum adjustment under this 
provision — would require imposition of an import quota, but GATT makes no 

* See New’ York Times, December 4, 1955, p. 22. 

© The word “apparent” is used adv isedly since the broad GATT provisions must be onetime by OTC 
before one can state with certainty which provisions of our statutes are in conflict with GA 

'! The Supreme Court in some instances may have construed executive agreements sch Ma ‘GATT as 
controlling over state laws. See U.S. v. Pink, 315 U.S. 293; U. S. v. Belmont, 301 U. 8. 

2 Our “‘provisional’’ acceptance of GATT means that the United States must comply oyith GATT to 


the extent not inconsistent with U. S. legislation in effect on October 30, 1947. This renders uncertain the 
status of conflicting legislation enacted after 1947 such as the Extension Act of 1955. 
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provision for a quota based upon the vague standard of “nations! security,” 
unless an “emergecny in international relations” exists. (GATT Articles XI, 
XXI.) There is no reason to believe OTC would find an “emergency” at the 
present tine. 

The “escape clause’ in the Trade Agreements Extension Act of 1951, as 
amended, also conflicts with GATT because it holds out the hope of tariff relief to 
a domestic industry when imports have increased relatively, such as might occur 
in a shrinking market where sales of an imported item gain percentagewise in 
the U. S. without an increase in their actual quantity. GATT provides relief 
only in the event increased quantities of the import come into this country 
(Article XIX). GATT limits the operation of the President’s discretion in 
connection with using said escape clause since GATT requires notice to OTC 
and consultation prior to the proposed action. Any trade agreement is supposed 
to bind the parties to it. Under the Trade Agreements Extension Act of 1951, 
as amended, however, the United States binds itself conditionally. GATT does 
not recognize any conditions to the binding of negotiated tariff duties. Hence, 
it requires a price—consultation and compensation—before’ permitting the 
President to obey U. S. law, and OTC has the ultimate say on the adequacy of 
the compensation. 

One of the sharpest areas of conflict between our existing laws and GATT 
occurs in our agricultural support program. Since the Agricultural Adjustment 
Act of 1933, Congress has provided a vast and flexible program to maintain farm 
prosperity. This program enables the Secretary of Agriculture and various 
agencies under his control to pay benefits to producers who voluntarily restrict 
their production, to purchase surplus produce at parity prices and to make loans 
to producers. Subsidies to the farmer may result in lower farm prices with a 
consequent reduction in our agricultural imports, a course of events which GATT 
by restrictive provisions on subsidies seeks to avoid (Article XVI). 

Another conflict with GATT is revealed by a provision in the AAA of 1933 
which requires that an amount equal to 30 percent of the gross receipts from 
customs duties of the preceding year be used for, among other purposes, the 
encouragement of our agricultural exports and for indemnification of losses 
incurred in connection with our agricultural exports. Such funds may be used 
for governmental purchase of domestic surplus at supported prices. The result 
is that proceeds from duties which we impose on our imports are employed to 
subsidize American exports of agricultural products. Such a subsidy is directly 
in conflict with GATT (Article XVI). 

Further confiict is found in Section 22 of the AAA of 1933 which permits 
import restrictions on agricultural products. For many years the Contracting 
Parties to GATT objected to quotas which we imposed under this section. In 
1955, GATT finally granted the United States a “waiver” of its provisions in 
such quotas, but reserved the right of interested parties to retaliate against this 
country. The United States is thus still subject to GATT penalties if it uses 
quotas under Section 22. 

Congress has enacted many laws dealing with deceptive trade practices, public 
morals, the protection of human health, and patents and trade-marks. GATT 
excepts from its provisions measures dealing with such subjects if they are not 
an “arbitrary or unjustifiable discrimination between countries . .. or a dis- 
guised restriction on international trade” (Article XX). If we ratify the OTC 
agreement, that body will have jurisdiction to review, for instance, the fairness 
of labeling regulations promulgated under the Food and Drug Act. Despite the 
fact that the United States considers a statutory standard reasonable, it must 
submit to the ultimate judgment of OTC or face concerted retaliatory action by 
GATT members. 

The following is a list of some of the other statutes with which GATT conflicts: 

(1) Tartrr Laws. 

(a) Our law requires in general that imports be marked conspicuously prior to 
entry. GATT adopts the British view that imports may be marked within a 
reasonable time after importation. Our requirements with respect to the mark- 
ing of certain specific goods also conflict with GATT’s requirements. 

(b) GATT contains provisions for judicial review of customs matters which 
may impinge upon the operation of our Customs Court since an appeal to the 
Customs Court from a reappraisement of merchandise must be on the law only. 
OTC may decide that our Custiane Courts do not comply with other standards 
laid down in general terms in GATT. 

(c) Our present standards of valuation for ad valorem purposes are based upon 
various values derived from prices prevalent in the exporting country. GATT’s 
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standard of valuation is something as yet not precisely defined, called “actual 
value,” but the relevant GATT article makes it clear that our standard of valua- 
tion is unsatisfactory. The pending bill on customs simplification is an attempt 
to bring our standard of value into closer conformity with the GATT standard. 

(d) The President has the power by proclamation to exclude the importation 
of products from a foreign country if that country prohibits the importation of 
American products. Where American goods are being discriminated against by 
unreasonable charges and restrictions, the President may specify new and addi- 
tional duties to be levied on products from such country. If the discrimination 
persists, he can exclude all products from such country. The exclusion of foreign 
products to counteract discriminatory practices is rer o. by Article XI 
of GATT. If such discrimination is an impairment of GATT, the United States 
must first complain to the discriminating party and, if the complaint is to no 
avail, then the United States must refer the matter to OTC. Thus, the broad 
power of prompt and total retaliation which Congress has given to the President 
is rendered ineffective by GATT. 

(e) GATT’s provisions on antidumping and countervailing duties conflict 
materially with our statutes. 

(2) Exrort ContTROLs. 

(a) The Export Control Act of 1949 provides certain export controls to alleviate 
a short supply in this country of materials necessary for the welfare of our domestic 
economy at for the fulfillment of our foreign policy. Under that Act regula- 
tions have been promulgated prohibiting or limiting exports as to value, quan- 
tity, or time for a large range of commodities. This broad program of export 
licensing appears to be opposed to the requirements of Article XI of GATT and 
no other GATT provision provides clear authorization. Moreover, in our export 
license program there is a specific discrimination between Western Hemisphere 
countries and the other countries of the world. This would violate the basic 
panes « GATT that all Contracting Parties shall be treated equally (Articles 

and 2 . 

(b) Exports of tobacco seed or live tobacco plants for other than experimental 
purposes are forbidden by this country. This would seem to violate GATT 
provisions covering export controls. 

(3) Coprrieut Laws. Our copyright laws violate GATT because they pro- 
vide that only a limited number of books in English, copyrighted in the U. 58. 
but printed abroad, may be imported into this country. Since such restriction 
does not apply to books printed in other languages, OTC might find that we 
had violated GATT’s basic principle of nondiscrimination. 

(4) Taxation. Numerous excise tax provisions discriminate against imports 
and thereby violate GATT. 

(5) “Buy American Act.’”’ Contractors for the United States Government 
are, in general, required to buy their materials from sources in this country. This 
is a discrimination against imported materials which violates GATT principles. 

There is a large sphere of possible legislative action foreclosed by GATT’s 
provisions. GATT, for example, opposes the establishment of maximum price 
controls; while we do not have price controls at the moment, we may wish to 
impose them in the future. GATT may also restrict future attempts by us to 
subsidize industries in economic difficulty and new industries and new products. 
It is also difficult to predict the effect which certain GATT provisions will have 
upon our currency and upon the power of Congress to regulate effectively our 
monetary system. 

I am particularly concerned with the long-range effect which GATT may 
have upon our antitrust laws. As we all know, the operations of foreign cartels 
pose a threat to American industry. I see nothing in the GATT charter to pre- 
vent the cartelization of world trade and it is even possible that future interpre- 
tations of GATT by OTC and future amendments to GATT will restrict protec- 
tive action by the Department of Justice against cartels. I should like to point 
out that under the Trade Agreements Extension Act of 1955 the President is 
authorized to take such action as he deems necessary to counteract international 
cartels. GATT, as now constituted, may prevent such action. Since the United 
States in some instances exempts export associations or combinations from its 
antitrust laws, action taken against similar restrictive combinations of importers 
may be regarded as violating GATT’s requirement of nondiscriminatory treatment 
in the application of internal laws as between domestic and foreign products. 

This hurried review of GATT and OTC will, I hope, suffice to direct attention 
to the many serious and, oftentimes, unpredictable consequences which will 
surely follow the passage of H. R. 5550. Now, I would like to turn to the 
consideration of the serious constitutional questions involved. 
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II. ConstTITUTIONAL OBJECTIONS 


A. H. R. 5550 INVOLVES AN UNCONSTITUTIONAL DELEGATION OR RESIGNATION OF 
LEGISLATIVE POWERS 


Should Congress enact H. R. 5550, it would assist in a direct violation of the 
Constitution by delegating or resigning its legislative powers, to lay taxes and 
import duties, and to regulate commerce with foreign nations—powers exclusively 
vested in Congress. (U. 8. Constitution, Art. I., Sec. 8, Cls. 1 and 3.) The 
unconstitutional nature of this delegation is underscored by the fact that it will 
run not to an administrative agency of this Government but, by redelegation, to 
a supernational organization. 


(1) There is no precedent in American jurisprudence for H. R. 5550 


We may search our congressional history in vain for any act that even ap- 
proaches in scope or in effect H. R. 5550. A realistic constitutional evaluation 
of the power delegated by H. R. 5550 must embrace more than the bill itself in 
view of the fact that it necessarily implies congressional approval of our partici- 
pation in GATT—the branch of the quasi-government composed of GATT plus 
OTC which initiates the laws. In other words, one cannot consider the constitu- 
tionality of U. S. membership in OTC without considering the constitutionality of 
U. S. participation in GATT, which is immutably grafted on and intertwined 
with OTC. It has been previously established precisely in what respects the two 

are interlocking and independent, so that in legislating OTC Congress will have 
approved GATT." 

As we have previously observed, GATT has the power to make rules, binding 
as law on its members, in matters concerned with world trade as well as domestic 
matters affecting world trade. Since all domestic economic events have an effect 
upon world trade, and the power rests with GATT or OTC, or both, to deter- 
mine which of these economic events have a significant effect upon world trade, 
it necessarily follows that no clearly defined limitation exists on GATT’s power 
over our domestic affairs. In the future, GATT, by promulgating rules and reg- 
ulations or by self-amendment (Article XXX) will have the power to enact leg- 
islation conflicting with our laws. It may also be able to beat Congress to the 
punch by legislating on new matters before Congress can act or wishes to act. 
Clearly, rules and amendments to GATT should not be binding as domestic 
law in this country. 

Our analysis of OTC and GATT indicates that the contemplated delegation of 
congressional power, is for practical purposes, limitless inasmuch as it ranges far 
beyond the power of Congress to fix customs duties and regulate commerce with 
foreign nations, and includes authority for the State Department to accept, on 
behalf of this Nation, economic measures which affect our domestic affairs and 
jurisdiction, even to the point of overriding domestic policy established by Congress. 

Our courts have never ruled upon a delegaiion of power of the magnitude in- 
volved here, nor have they ruled on a delegation of congressional power to a super- 
national organization comparable to GATT alone or GATT plus OTC. Nor has 
Congress ever authorized a delegation similar to that implicit in the pending Bill. 
United States participation in GATT cannot be justified by using the United 
Nations as a precedent. Proposals that the United Nations infringe upon the 
internal problems of its members were condemned from its inception ard Article 
II, Section 7, of its Charter provides that the United Nations shall not intervene 
in matters essentially within the domestic jurisdiction of any state or require mem- 
bers to submit such matters to settlement before it. Even the Charter of the 
International Trade Organization, the discredited precursor of GATT-OTC, con- 
tained a similar provision (ITO Article 73(c)). Moreover, in the United Nations 
the United States has a veto while in GATT and OTC it has none. 


(2) It ts a basic principle of constitutional law that Congress cannot lawfully delegate 
tts law making powers 


In 1689, John Locke pointed out the reason for the rule that the Legislature 
cannot transfer its law making powers in this language: 

“The Legislative cannot transfer the Power of making laws to any other hands, 
for it being but a delegated Power from the People, they who have it cannot pass 
it on to others.”’ ™ 

The Supreme Court has stated on numerous occasions that Congress is without 
Constitutional authority to delegate its “legislative power,’’ the power to make 


13 Pages 5 to 9, supra. 

4 Essay Conceri.ing the True, Original, Extent and End of Civil Government (London, 1690), § 141, as quoted 
by Sidney V. Jacobi in Delegation of Powers and Judicial Review: A Study in Comparative Law, 36 Columbia 
Law Review 871 (1936). 
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laws, even to the Executive Branch of our Government." No less an authority 
than Chief Justice Marshall stated the rule to be self-evident as follows: 

“It is not contended that Congress can delegate to the Courts or to any other 
tribunals powers which are strictly and exclusively legislative.’ Wayman v. 
Southard, 10 Wheat 1, 311, 325. 

In the leading case of Field v. Clark, 143 U. 8. 649, 36 L. Ed. 294 the Supreme 
Court speaking through Justice Harlan said (36 L. Ed. at p. 310): 

“That Congress cannot delegate legislative power to the President is a principle 
universally recognized as vital to the integrity and maintenance of the system of 
government ordained by the Constitution.” 

It is one of the settled maxims in constitutional law that the power con- 
ferred upon the Legislature to make laws cannot be delegated by that Depart- 
ment to any over authority. When the sovereign power of the State has located 
the legislative authority, there it must remain; and by that designated constitu- 
tional agency alone laws must be made until the Constitution itself is changed. 
See Cooley, Constitutional Limitations, 7th Ed. p. 163. 

Since Congress cannot delegate its legislative powers it becomes necessary to 
inquire to what extent Congress may lawfully delegate authority, not legislative 
in character, and, secondly, to examine the tests which have been applied to Acts 
of Congress by the courts when such Acts are challenged as constituting unconsti- 
tutional delegations or resignations. 


(3) The constitutional right of Congress to delegate authority is limited to the delegation 
of administrative functions, to be exercised within limits clearly and definitely set forth 
in a congressional enactment, and designed to make the will of Congress (the law) 
effective 

The distinction between valid and invalid delegations by Congress was set forth 
clearly in Hampton v. U. S., 276 U.S. 394, 407: 

“The true distinction, therefore, is, between the delegation of power to make 
the law, which necessarily involves a discretion as to what it shall be and conferring 
an authority or discretion as to its execution, to be exercised under and in pur- 
wate the law. The first cannot be done; to the latter no valid objection can 
be made.”’ 

The Congress is under compulsion to enjoin upon its delegate ‘“‘a certain course 
of procedure and certain rules of decision”’ in carrying out the delegate’s function. 
See opinion of Chief Justice Taft in Wichita R. R. and Light Co. v. Public Utilities 
Commission, 260 U. 8. 48. 

In U.S. v. Shreveport Grain & Elevator Co., 287 U. 8. 77, 85, the rule was again 
stated: 

“That the legislative power of Congress cannot be delegated, is, of course, clear. 
But Congress may declare its will, and after fixing a primary standard devolve upon 
administrative officers the ‘power to fill up the details’ by prescribing adminis- 
trative rules and regulations.’’ [Emphasis added.] 

It is therefore clear that Congress can delegate certain authority to the Execu- 
tive Branch of the Government or to an administrative agency in order to carry 
out the will of Congress. Accordingly, Congress can authorize administrative 
officers or the President to carry out or fill in the details of legislation.'? The 
constitutional right of Congress to delegate an interpretative, administrative or 
functionary role, as distinguished from a delegation of its legislative power, is 
accompanied, however, by corstitutional restrictions and limitations. If such 
delegation is not to be unconstitutional, Congress must, by its own enactment, set 
forth: (a) a clear statement of the congressional objective to be striven for by the 
delegate, and (b) definite methods or standards to guide the executive in attempt- 


ing to achieve the Congressional objective. U.S. v. Shreveport Grain & Elevator 
Co., 287 U. 8. 77. 


(4) The application of these principles to H. R. 5550 conclusively establishes the 
unconstitutionality of the proposal 


I maintain that passage of H. R. 5550 would be an unconstitutional delegation 
by the Congress for each of the following reasons: 

First, H. R. 5550 involves a delegation of or resignation from essential legisla- 
tive power, 7. e., the power to make laws levying taxes and customs duties, regu- 


18 Panama Refining Company vo. Ryan, 293 U. S. 388, 421. 

18 See also Justice Story’s statement with respect to the separation of powers required by the Constitution: 

“That the whole power of one of these departments (Legislative, Executive, Judicial] should not be exer- 
cised bv the same hands which possess the whole power of one of the other departments.” Story, Com- 
mentaries, Section 525. 

'’ Hampton v. U. S., 276 U.S. 394. 
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lating commerce with foreign nations and covering other non-delegable matters, 
which powers are vested exclusively in Congress by the Constitution. 

Second, even if we assume, for the purposes of argument, that H. R. 5550 does 
not constitute a delegation of legislative power, the Act is still unconstitutional 
because it allows the recipient of the delegated power “‘to exercise an unfettered 
discretion’’ without setting forth either a clear constitutional objective or definite 
standards for the guidance and control of the delegate.'® 

Addressing ourselves to the pending Bill and the respective Charters of GATT 
and OTC, we must ask whether Congressionally authorized participation involves 
a delegation of what the courts have determined “legislative power.’”’ The Con- 
stitution of the United States specifically defines the relevant congressional power 
in Article I, Section 8: 

. “The Congress shall have Power to lay and collect Taxes, Duties, Imposts and 
xcises.. . .” 

Even assuming, for the sake of argument, that the Trade Agreements Act of 
1934, delegating to the President, for a limited period of time, the right to enter 
into reciprocal trade agreements, is not an unconstitutional delegation of legisla- 
tive power, it is manifest that U.S. participation in GATT—OTC does involve an 
unconstitutional exercise of legislative power by the Executive Department. 
GATT has the power to regulate our commerce with foreign nations and the 
President has the power to determine what our customs duties and basic regula- 
tions of foreign commerce shall be within the broadest sort of limits, undefined 
except by such broad phrases as ‘“‘raising standards of living,” “insuring full em- 
ployment,” “developing the full uses of the resources of the world,” “‘expanding 
the production and exchange of goods,” and “ promoting the development of the 
economies of all the contracting parties.’’ These broadly stated objectives of 
GATT may be desirable, and even laudable, but to use them as the vehicle for 
giving to the President or the State Department the authority to regulate foreign 
commerce is nothing less than a grant of authority to legislate. Our Constitution 
does not provide for a sharing of legislative power with the President or even for 
a delegation of a portion of the legislative power to the President. Rather, it 
specifically provides in Article I, Section 1: ‘‘ All legislative Powers herein granted 
shall be vested in a Congress of the United States .. .”’ 

The analysis of GATT-OTC which I have heretofore presented inevitably leads 
to the conclusion that H. R. 5550 is a delegation and resignation of legislative 
powers by Congress. Indeed, in this respect the proposed legislation closely 
approaches the Act of Congress involved in the case of Carter v. Carter Coal 

ompany, 298 U.S. 238, in which the Supreme Court held the Act in question to 
be “legislative delegation in its most obnoxious form,” since it was ‘‘not even 
delegation to an official or official body, presumptively disinterested .. .” 
There, the delegation was to the producers of more than two-thirds of the annual 
tonnage production for the preceding year and more than one-half of the mine 
workers employed. Here, the delegation is to the President to commit the 
United States to membership in OTC and this involves the sub-delegation to a 

roup of nations, now 35 in number, of control over tariffs and imposts upon both 

J. 8. imports and exports and of power to regulate numerous other vital economic 
factors such as standards of living, balance of payments and a maze of factors 
affecting the economies of numerous nations. So far-reaching and comprehensive 
is this delegation and sub-delegation that it becomes impossible to catalogue the 
consequences. To ask the American people to accept this sort of legislation is 
tantamount to asking them to approve a delegation from Congress to the President 
and then to a supernational agency of the power to regulate a vast field of eco- 
nomic factors which are absolutely vital to the maintenance of our standard of 
living and our industrial system of regulated but essentially free enterprise. 

The second reason why the proposed Act is unconstitutional is that the Congress 
has not included in the Act any standards for the guidance of the delegate. See 
Schechter Poultry Corp. v. U. S., 295 U. S. 495. 

Every Member of Congress who seriously considers this proposal will surely 
ask the question: What standards for the guidance of the delegate are set up by 
Congress in H. R. 5550? Since the language of H. R. 5550 does nothing more 
than authorize the President to accept membership in OTC, it is apparent that 
we must look elsewhere for the limitations, if any, upon the authority of the 
delegate. We then look to GATT and we find its objective (Article 1) stated 
as follows: 

“1. The contracting parties recognize that their relations in the field of 
trade and economic endeavor should be conducted with a view to raising 


18 “Congress cannot delegate legislative power to the President to exercise an unfettered discretion .. .” 
Schechter Poultry Corp. v. U. S., 295 U. 8. 495; U. S. v. Chemical Foundation, 272 U. 8.1. 
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standards of living, ensuring full employment and a large and steadily grow- 
ing volume of real income and effective demand, developing the full use of 
the resources of the world and expanding the production and exchange of 
goods, and promoting the progressive development of the economies of all 
the contracting parties. 

“2. The contracting parties desire to contribute to these objectives through 
this Agreement by entering into reciprocal and mutually advantageous ar- 
rangements directed to the substantial reduction of tariffs and other barriers 
to trade and to the elimination of discriminatory treatment in international 
commerce.” 

A consideration of the foregoing language leads to the conclusion that the 
attempt is now being made to tie up the economic destiny of the U. 8. with that 
of a group of nations—in short, to commit the regulation of foreign commerce to 
a supernational agency. 

With respect to the unlimited discretion and authority vested in OTC we 
again call attention to the language of Article 14 of the OTC Charter. That 
language permits only one interpretation, 7. e. that OTC, when considering a 
charge that a benefit to some nation member is being nullified or impaired or a 
charge that any objective of GATT is being impeded, may “make appropriate 
recommendations . . . or give a ruling on the matter.”” The appropriateness of 
the action of OTC is left entirely in its broad discretion. 

Notwithstanding that Congress has repeatedly disclaimed any intention of 
authorizing U. 8, participation in GATT in several Acts extending the Tariff Act 
of 1930, the proponents of H. R. 5550 have argued that Section 350 of the Tariff 
Act of 1930 as amended by the Trade Agreements Act of 1934 is congressional 
authority for GATT. The purpose of the Trade Agreements Act of 1934 as most 
recently amended by Public Law 86 adopted at the first session of the present 
Congress is set forth as follows: 

“For the purpose of expanding foreign markets for the products of the United 
States (as a means of assisting in establishing and maintaining a better relation- 
ship among various branches of American agriculture, industry, mining, and 
commerce) by regulating the admission of foreign goods into the United States 
in accordance with the characteristics and needs of various branches of American 
production so that foreign markets will be made available to those branches of 
American production which require and are capable of developing outlets by 
affording corresponding market opportunities for foreign products in the United 
States, . 


The Act provides that when the President finds as a fact “the purpose above 
declared will be promoted by the means hereinafter specified” he is authorized, 
among other things, ‘to enter into foreign trade agreements with foreign govern- 


” 
. 


ments . . The only kinship between Section 350 and GATT is highly tenuous. 
It is clear that the objective of Section 350 is to expand foreign markets for United 
States products as a means of establishing and maintaining better relationship 
among the various branches of American agriculture, industry, mining, and com- 
merce, and that the laying of tariffs on foreign products admitted to the United 
a is always subordinate to the promotion of foreign markets for American 
goods. 

On the other hand, GATT’s objectives are raising the world standard of living 
by insuring full employment and a large and steadily growing volume of income 
and demand and expanding the world’s production and exchange of goods and 
promoting the progressive development of the economies of all the contracting 
parties. The mere narration of these contrasting objectives points up the incon- 
sistency between the two pieces of legislation and demonstrates how unprece- 
dented is the scope of GATT-OTC, rendering it impossible to be fitted into this 
Nation’s constitutional structure. 

The authors of H. R. 5550 have provided for a broad and, in many respects, 
an unlimited delegation and, at the same time, have carefully omitted any clear 
constitutional objective or definite standard for the guidance and control of the 
delegate. That these two characteristics of H. R. 5550 are fatal to any claim 
for its consitutionality may be illustrated by comparison with the Emergency 
Price Act of 1942. The constitutionality of the Act was challenged before the 
Supreme Court in Yakus v. United States, 321 U. 8. 414, on the ground that it 
(a) was an unconstitutional delegation of legislative power, or (b) failed to set 
up proper standards to guide the administrator. The Court held that the pur- 
pose of the Act was clear—‘‘to stabilize prices and prevent speculative, unwar- 
ranted and abnormal increases in prices and rents, to eliminate and prevent 
profiteering . . . speculation . . . abnormal market conditions or searcities 
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caused by or contributing to the national emergency .. .” Thus, the objective 
was a limited one and the Act was to be effective for a limited period of time— 
the war emergency. The Court said: “By the Act . . . the President is directed 
to stabilize prices, wages and salaries, ‘so far as practicable’ on the basis of the 
levels which existed on September 15, 1942.” Thus, known prices existing on a 
specific date were fixed by Congress as the standard for price stabilization. The 
Court concluded: 

“The Act is thus an exercise by Congress of its legislative power. In it Con- 
gress has stated the legislative objective, has prescribed the method of achiev- 
ing that objective—maximum price fixing—and has laid down standards to 
guide the administrative determination of both the occasions for the exercise of 
the price fixing power, and the particular prices to be established . . . 

“The Act is unlike the National Industrial Recovery Act of June 16, 1933, 
48 Stat 195, c 90, considered in A. L. A. Schechter Poultry Corp. v. United States, 
295 U. S. 495, 79 L. ed 1570, 55 S. Ct. 837, 99 ALR 947, which proclaimed in the 
broadest terms its purpose ‘to rehabilitate industry and to conserve natural re- 
sources.’ It prescribed no method of attaining that end save by the establish- 
ment of codes of fair competition, the nature of whose permissible provisions 
—— left undefined. It provided no standards to which those codes were to 
conform ... 

“ . . The essentials of the legislative function are the determination of the 
legislative policy and its formulation and promulgation as a defined and binding 
rule of conduct ... 

It is believed that one of the prime underlying factors which led the Court 
to sustain the Act was the fact that this Nation was then in the throes of all- 
out war.! 

The broad objective of Congress ‘‘to rehabilitate industry and to conserve 
natural resources’ condemned by the Supreme Court in the above quotation 
and in the Schechter Poultry case is strikingly similar to the above-quoted lan- 
guagesetting forth the purpose of OTC-GATT, the latter being even more objec- 
tionable because it must operate on a worldwide level, whereas the National 
Recovery Act operated on a national level. Unlike The Emergency Price 
Control Act, H. R. 5550 contains absolutely no standards for the guidance of 
the delegate except the purpose to promote the economic prosperity of all the 
nations participating in GATT. 


(5) Decisions of the Supreme Court fix the line of demarcation between valid and 
invalid delegations by Congress 


The decisions of the United States Supreme Court, having either a preceden- 
tial or persuasive value in considering the constitutionality of H. R. 5550 divide 
themselves into two groups, first, those in which Acts of Congress have been held 
valid against the challenge that such Acts constitute an unconstitutional dele- 
gation of legislative powers; and secondly, those in which Acts of Congress have 
been held invalid because they did constitute an unconstitutional delegation of 
legislative powers. 

Illustrative of the first group of decisions (without attempting to include all 
of them) in which the challenged Acts of Congress have been held valid are the 
following: 

The Aurora, 7 Cranch 382, 3 L. Ed. 378, an Act authorizing the President: to 
revive and put into effect an embargo act of Congress upon the refusal of either 
France or England for a period of three months to revoke her edicts violative 
of the neutral commerce of the United States; Buttfield v. Stranahan, 192 U. S. 
470, an Act authorizing the Secretary of the Treasury, upon recommendation of 
a board of experts, ‘‘to establish uniform standards of purity, and fitness for 
consumption of teas imported into the U. 8.”; Union Bridge Co. v. U. S., 204 
U. S. 364, an Act authorizing the Secretary of War to determine whether bridges 
and other structures constitute unreasonable hazards to navigation, etc., and to 
remove such obstructions; U. S. v. Curtiss-Wright Export Corp., 299 U. S. 304, 
a joint resolution of Congress authorizing the President to prohibit, by procla- 
mation, under penalty of fine or imprisonment, the sale of arms and munitions of 
war to countries engaged in the armed conflict in the Chaco, if he finds that such 


19 “In considering these asserted hardships, it is appropriate to take into account the purposes of the Act 
and the circumstances attending its enactment and application as a wartime emergency measure. 
Act was adopted January 30, 1942, shortly after our declaration of war agrinst Germany and Japan, when 
it was common knowledge, as is emphasized by the legislative history of the Act, that there was grave 
danger of wartime inflation and the disorganization of our economy from excessive price rises. Congress 
was under pressing necessity of meeting this danger by a practicable and expeditious means which would 
operate with such promptness, regularity and consistency as would minimize the sudden development of 
commodity price disparities, accentuated by commodity shortages occasioned by the war.” ajority 
opinion of Chief Justice Stone, 321 U. 8. at pp. 431-432; see also pp. 422, 441, 443. 
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prohibition ‘‘may contribute to the reestablishment of peace between those 
countries’; the power given the President concerned a single clearly defined 
function relating to a very limited existing crisis, which power once exercised 
was exhausted and did not have continuing future operation as H. R. 5550 will; 
the court relied on the fact that this matter fell completely in the area of foreign 
relations, which matters are inherent in sovereignty and do not find their basis 
in any enumerated powers of the Constitution (whereas the powers enumerated 
in H. R. 5550 are circumscribed by Art. I, Sec. 8, Clauses 1 and 3, delegating to 
Congress the power to lay duties and regulate foreign commerce). The case of 
Yakus v. United States discussed above belongs in this group. 

In the Acts of Congress involved in these and in many other cases (many of 
them cited in the Schechter case and Curtiss-Wright case) no difficulty is experi- 
enced in ascertaining the specific objective of Congress or the clear-cut stand- 
ards by which the delegate was to be guided. 

The Supreme Court has decided two cases involving earlier Tariff Acts and 
it is very important to examine briefly the conclusion of the Court and the prin- 
ciples enunciated in these cases—Field v. Clark, 143 U. 8. 649 and Hampton v. 
U. S., 276 U. 8. 394. Field v. Clark passed upon the constitutionality of the 
Tariff Act of 1890, which authorized the President to put into effect a specific 
list of tariffs fixed in the Act for a period of time determined by the President, 
upon his ascertaining that the duties imposed by other countries on the products 
of the United States “were unequal and unreasonable.”” The renowned Mr. 
Justice Harlan laid down these principles: 

“That Congress cannot delegate legislative power to the President is a principle 
universally recognized as vital to the integrity and maintenance of the system 
of government ordained by the Constitution. The Act of October Ist, 1890, in 
the particular under consideration, is not inconsistent with that principle . . . 
Congress itself prescribed, in advance, the duties to be levied, collected, and 
paid, on sugar, molasses, coffee, tea, or hides, produced by or exported from such 
designated country, while the suspension lasted. Nothing involving the expedi- 
ency or the just operation of such legislation was left to the determination of the 
President. The words, ‘he may deem,’ in the third section, of course, implied 
that the President would examine the commercial regulations of other countries 
producing and exporting sugar, molasses, coffee, tea and hides, and form a judg- 
ment as to whether they were reciprocally equal and reasonable, or the contrary, 
in their effect upon American products. But when he ascertained the fact that 
duties and exactions, reciprocally unequal and unreasonable, were imposed upon 
the agricultural or other products of the United States by a country producing 
and exporting sugar, molasses, coffee, tea, or hides, it became his duty to issue 
a proclamation declaring the suspension, as to that country, which Congress had 
determined should occur. He had no discretion in the premises except in respect 
to the duration of the suspension so ordered. But that related only to the en- 
foreement of the policy established by Congress .. . Legislative power was 
exercised when Congress declared that the suspension should take effect upon a 
named contingency. What the President was required to do was simply in execution 
of the Act of Congress. It was not the making of law. He was the mere agent of 
the law making department to ascertain and declare the event upon which its expressed 
will was to take effect . . .”” 

Hampton v. U. S., dealt with the constitutionality of the Tariff Act of 1922, 
which broadened the scope of power delegated to the President. This Act con- 
ferred on the Executive Department the administrative task of revising tariffs 
upward and downward (not to exceed 50% change) in strict accordance with a 
definite formula fixed by Congress, precisely geared to the difference in cost of 
production at home and abroad, as such differences were ascertained and com- 
puted by the President.” It is immediately apparent that there is a basic dis- 


® The Act provides: 

“|. . whenever the President, upon investigation of the differences in costs of production of articles 
wholly or in part the growth or product of the United States and of like or similar articles wholly or in part 
the growth or product of competing foreign countries, shall find it thereby shown that the duties fixed in 
this act do not equalize the said differences in costs of production in the United States and the principal 
competing country he shall, by such investigation, ascertain said differences and determine and proclaim 
the changes in classifications or increases or decreases in any rate of duty provided in this act shown by 
said ascertained differences in such costs of production necessary to equalize the same . . . Provided, that 
the total increase or decrease of such rates of duty shall not exceed 50 per centum of the rates specified in 
title I. of this act. 

“(e) That in ascertaining the differences in costs of production, under the provisions of subdivisions (a) 
and (b) of this section, the President, in so far as he finds it practicable, shall take into consideration (1) the 
differences in conditions in production, including wages, costs of material, and other items in costs of pro- 
duction of sueh or similar articles in the United States and in competing foreign countries; (2) the differ- 
ences in the wholesale selling prices of domestic and foreign articles in the principal markets of the United 
States; (3) advantages sruated to a foreign producer by a foreign government, or by a person, partnership, 


corporation, or association in a foreign country; and (4) any other advantages or disadvantages in compe- 
tition. 
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tinction between this type of an Act, which was sustained by the Court, and the 
proposed regulation of tariffs by OTC and GATT, which distinction highlights 
the invalidity of the latter. The Congressional formula was inflexible and could 
not be altered in any way by the President; the application to each particular 
product was functionary, primarily involving compilation of data and adminis- 
trative calculation. 

Nothing the President could have done would have altered cost of production 
of a traded item in the United States or the cost of production of that item in 
Germany, the two factors which absolutely control the adjustment of the tariff. 
Conceding the complexity of administratively ascertaining the comparative costs 
of production, what happened was ee that if it cost 20 cents to produce a 
pound of barium dioxide (involved in the Hampton case) in this country and 14 
cents in Germany, the tariff on barium dioxide imported from Germany would 
be raised from 2 cents, the rate fixed in Title I of the Act, to 6 cents in order to 
equalize the cost. The delegation to the Executive Department squarely fit the 
time honored test (the Brig Aurora; Field v. Clark): the power granted was to 
ascertain the applicable tariff and not to select it. Just as Congress had in the 
Tariff Act of 1897 in substance fixed the specific tariffs to go into effect upon the 
President’s ascertaining that certain facts existed, leaving the actual computation, 
on the basis of the detailed congressional formula, to the Executive Branch. 

Chief Justice Taft said: 

“ . . To avoid such difficulties, Congress adopted in § 315 the method of 
describing with clearness what its policy and plan was and then authorizing a 
member of the executive branch to carry out its policy and plan and to find the 
changing difference from time to time and to make the adjustments necessary to 
conform the duties to the standard underlying that policy and plan. As it was 
a matter of great importance, it concluded to give by statute to the President, 
the chief of the executive branch, the function of determining the difference as 
it might vary .. 

“ «The true distinction, therefore, is, between the delegation of power to make 
the law, which necessarily involves a discretion as to what it shall be, and con- 
ferring an authority or discretion as to its execution, to be exercised under and 
in pursuance of the law. The first cannot be done; to the latter no valid objection 
can be made.’ 

If it is thought wise to vary the customs duties according to changing 
conditions of production at home and abroad, it may authorize the Chief Execu- 
tive to carry out this purpose, with the advisory assistance of a Tariff Commission 
appointed under congressional authority . . .” 

Illustrative of the second class of cases in which the Supreme Court has held 
Acts of Congress invalid as an unconstitutional delegation of legislative power 
are the following: 

Panama Refining Co. v. Ryan, 293 U. 8. 388, striking down a part of the Na- 
tional Recovery Act authorizing the President to prohibit the transportation in 
interstate and foreign commerce of oil produced or withdrawn from storage in 
violation of state law, for the reason that “‘Congress did not declare in what 
circumstances that transportation should be forbidden, or require the President 
to make any determination as to any facts or circumstances. Among the numer- 
ous and diverse objectives broadly stated, the President was not required to 
choose. The President was not required to ascertain and proclaim the conditions 
prevailing in the industry which made the prohibition necessary. The Congress 
left the matter to the President without standard or rule, to be dealt with as he 
pleased; . . .’’ (These statements of Chief Justice Hughes are strikingly applicable 
to GATT-OTC.) One of the aspects emphasized by this case was the absence 
of a requirement of findings of fact by the administering agency or of any pro- 
cedural safeguards or adequate means of review—al! of which are absent in 
GATT-OTC. Schechter v. United States, 295 U. 8. 495, a part of the National 
Recovery Act authorizing the President to promulgate ‘‘Codes of Fair Compe- 
tition,” the only statutory guide being the requirement that the Code ‘‘will tend 
to effectuate the pole of the Act”; Carter v. Curter Coal Co., 298 U. S. 238, 
The Bituminous Coal Conservation Act delegating power to fix maximum hours 
of work to a group of producers and mine workers composed of the producers 
of more than two thirds of the annual tonnage produced for the preceding year 
and more than one half of the mine workers employed. 

In each of this last group of cases, the objective of Congress was declared to be 
in the public interest but in each instance the Congress failed to set up clearly 
defined and permissible standards for the guidance of the delegate. 
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We search in vain for any language in OTC or in GATT setting up any specific 
standards for the guidance of the delegate in the exercise of the duties imposed 
upon him. 

rit therefore appears as an inescapable conclusion that H. R. 5550 not only 
delegates authority to make tariff laws and is unconstitutional for that reason 
but, even if it is not an unconstitutional delegation of legislative power, it fails 
to set up any standards for the guidance of the delegate and fails to pass the 
tests of constitutionality on one or both grounds. 


(6) H. R. 5550 is also unconstitutional because it is a sub-delegation, not to an 
officer or agent of the United States but to a supernational organization 


One of the distinguishing attributes of H. R. 5550 rendering it unlike any pre- 
vious legislation of Congress involving the delegation of power is the fact that it 
provides for a sub-delegation from the President to a supernational body over 
which the President will have no effective control since the United States would 
have but one vote in thirty-five. The Supreme Court has been positively clear 
in announcing the rule that the Congress cannot delegate either legislative or 
administrative functions to a private y or to a trade group. As previously 
noted, the Supreme Court in the Carter Coal Company case condemned the 
delegation by Congress of power to fix maximum hours in the coal industry to a 
non-official group as “legislative delegation in its most obnoxious form.” In 
the Schechter case, the Court had this to say on this subject: 

‘But would it be seriously contended that Congress could delegate its legislative 
authority to trade or industrial associations or groups so as to empower them to 
enact the laws they deem to be wise and beneficient for the rehabilitation and 
expansion of their industries? Could trade or industrial associations or groups 
be constituted legislative bodies for that purpose, because such associations or 
groups are familiar with the problems of their enterprises? And, could an effort 
of that sort be made valid by such a preface of generalities as to permissible aims 
as we find in section 1 of Title 12 The answer is obvious. Such a delegation of 
legislative power is unknown to our law and is utterly inconsistent with the 
constitutional prerogatives and duties of Congress.”’ 

In the absence of a constitutional amendment, Congress cannot delegate 
power to a supernational organization.2" Congress can, within the limitations 
previously discussed, delegate to the President because the President is responsible 
to the people; it can delegate to an administrative agency subject to Congressional or 
Presidential control because both Congress and the President are responsible to 
the people; and it can delegate to one of the forty-eight States matters affecting 
the citizens of that State since State officials are likewise responsible to the citizens 
to be affected. On the other hand, Congress cannot delegate to a private group 
or to a supernational organization which is not responsible, either directly or 
indirectly, to the - of the United States. 

In considering i. . 5550, one cannot overstress the fact that Congress will 
have no right to amend or modify the provisions of GATT, and that future amend- 
ments to GATT will not be brought before Congress for its approval even if they 
cut across our domestic legislation. 

In dismissing a contention that the Webb-Kenyon Act of 1913, which subjected 
interstate commerce in intoxicants to Federal control, constituted an uncon- 
stitutional delegation by Congress of its legislative powers, Chief Justice White 
stated that Congress could at any time recover the power it had delegated. 
Clark Distilling Co. v. Western Maryland Railroad, 242 U. 8. 311, 326. H. R. 5550 
effectively eliminates congressional control over tariffs, customs rules and regula- 
tions and our foreign trade. 

Proponents of GATT-OTC maintain that the United States could terminate 
its membership at any time. This is not an effective argument because, disre- 
garding for the moment the international implications, it begs the question of 
who is doing the legislating and to whom legislative power has been delegated. 
Congress has always had the power to overrule decisions of an administrative 
agency, statutes enacted by prior Congresses and even treaties. See George E. 
Warren Corp. v. U. S., 94 F. 2d 597, cert. denied, 304 U. S. 572; United Shoe 
Machinery Co. v. Duplessis Shoe Machinery Co., 155 Fed. 842. But prior to the 
time Congress so acts, an unconstitutional act is in effect and action taken under 
that unconstitutional act would have to be considered ineffective. 

And even assuming that Congress wishes to act, it is likely that it would be 
dissuaded from taking such action because of the international implications thereof. 


21 It has already been noted that in the United Nations this country has the veto power and the action 
of that body is therefore subject to our control at least negatively. 


75018—56——-76 





1190 ORGANIZATION FOR TRADE COOPERATION 


World opinion would in all probability prevent the United States from resigning. 
Our system of government is supposed to be responsive to the demands of our own 
people and it has never been suggested before that it should be responsive to the 
demands of other nations. 

(7) Our present participation in GATT is unconstitutional 

From what has already been said, it is clear that our present participation in 
GATT represents an unconstitutional usurpation by the executive of legislative 
power to fix duties, to regulate our commerce with foreign nations and to legislate 
in other areas. 

The State Department argues that the Trade Agreements Act of 1934, as 
amended, authorizes participation by the United States in GATT,” but this is 
belied by the difference we have already seen between the objectives of GATT 
and the objectives of the Trade Agreements Act of 1934, as amended,” and 
further by the specific congressional disclaimers with respect to GATT in 1951, 
1953, 1954 and 1955 extensions of the Trade Agreements Act. The legislative 
history of the Trade Agreements Act of 1934 refutes the State Department’s 
argument since it shows in my opinion that Congress meant to authorize the 
President to enter into bilateral trade agreements, on a country by country basis, 
and not a 35-nation multilateral agreement, equivalent to quasi-government, 
empowered to make laws binding upon his participants. 

Our membership in GATT even without OTC involves an unconstitutional 
usurpation of legislative power, since GATT is exercising lawmaking functions 
affecting our foreign and domestic trade. If Congress should pass H. R. 5550, 
the question of whether GATT is authorized under the Trade Agreements Act of 
1934, as amended, will become moot, since by such action Congress will have 
authorized, sub silentio, participation by the United States in GATT. This 
usurpation of its legislative power has not gone unnoticed in the Congress. Sen- 
ator O’Mahoney, in a recent debate on H. R. 1 (approved June 21, 1955, as 
Public Law 86), has said: 

‘Mr. President, this country is being transformed into an executive government, 
and Congress blandly and calmly cuts its own throat, although every member 
thereof has taken his oath to support a Constitution which provides in the simplest 
of simple words, that ‘All legislative powers herein granted shall be vested in a 
Congress of the U. 8.’ But, Mr. President, the legislative power of fixing duties 
and imports is . . . delegated away from the constitutional authority and is 
vested in the Executive. . . .”’ (101 Cong. Rec. 4760, May 4, 1955.) 

In connection with the same legislation, Senator Millikin, in colloquy with 
Secretary of State Dulles, has said: 

“T want to add a word of friendly advice. In committee, while differing in 
some matters, we all seemed to be unanimous on the point that there were a num- 
ber of things in GATT . . . which I am quite sure the majority, if not all the 
members of the committee, felt that too much authority was delegated to GATT, 
more than could be constitutionally delegated.’”’ (Hearings, Committee on Fi- 
eae U. 8. Senate, 84th Cong., Ist Sess., on H. R. 1, part 2, p. 1243, March 8, 
1955. 

The Randall Commission recognized the constitutional question involved in 
GATT, saying (Report, p. 49): 

“Indeed, questions concerning the constitutionality of some aspects of the 
—— States participation in the General Agreement have been raised by the 

ongress.”’ 

I have not discussed, at any great length, the constitutionality of the Trade 
Agreements Act of 1934, as amended, because the unconstitutionality of H. R. 
5550 is clear and does not depend upon the constitutional status of the 1934 Act. 
The constitutionality of the 1934 Act, however, has not yet been determined by 
the courts. At the time of its enactment, the 1934 Act was considered by many 
members of Congress to be unconstitutional, but justified by the emergency then 
existing. (H. Rep. 1000, 73d Cong., 2d Sess.) Since its enactment the Supreme 
Court has ruled that equally far-reaching delegations of legislative power in other 
“emergency” legislation of the same period are unconstitutional. See Panama 
Refining Co. v. Ryan, 293 U. 8. 388, Schechter Poultry Corp. v. U. S8., 295 U.S. 495. 

Two cases are now pending which involve the constitutional issues discussed 
above. One case is pending in the District of Columbia and it challenges the 
constitutionality of both the 1934 Act and United States participation in GATT. 


2 President Truman in his Proclamation of December 16, 1947, announcing our participation in GATT, 
stated that our government acted under the authority of the 1934 Act. 

3 Tariff Act of 1930, Section 350. 

% 69 Stat. 162. 
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Morgantown Glassware Guild, Inc. v. George M. Humphrey, Secretary of the Treasury, 
Civil Action No. 876-55. The other case is pending in the United States Customs 
Court and it challenges the constitutionality of the 1934 Act. Star-Kist Foods, 
Inc. v. United States. In view of the pendency of these actions, it would seem 
impolitie for Congress to pass H. R. 5550 before the Supreme Court has had an 
opportunity to pass upon the constitutional issues raised in those cases. 

‘The American Bar Association agrees with my position on the unconstitu- 
tionality of H. R. 5550. In August 1955, they adopted the following resolution: 

‘Resolved, That the bill, H. R. 5550, authorizing the President to accept mem- 
bership in the Organization for Trade Co-operation is hereby disapproved on the 
grounds (a) that the Reciprocal Trade Agreements Act of 1934 (Tariff Act of 1930, 
Section 35) confers no such power on the President, and (b) that neither the 
President, nor Congress has the legal authority under the Constitution, to dele- 
gate the regulation of our commerce with foreign nations to a foreign controlled 
group... . 

If, then, the forces backing H. R. 5550 were to triumph, we would all have to 
join Chief Justice Charles Evans Hughes in saying: 

«| . it would be idle to pretend that anything would be left of limitations upon 
the power of the Congress to delegate its lawmaking function. The reasoning of 
the many decisions we have reviewed would be made vacuous and their distinc- 
tions nugatory. Instead of performing its lawmaking function the Congress 
could at will and as to such subjects as it chooses transfer that function to the 
President or other officer or to an administrative body. The question is not of 
the intrinsic importance of the particular statute before us, but of the constitu- 
tional processes of legislation which are an essential part of our system of govern- 
ment.’’ 25 


B. CONGRESS AND THE PRESIDENT CANNOT LAWFULLY COMMIT THE UNITED STATES 
TO GATT—-OTC BY MEANS OF AN EXECUTIVE AGREEMENT 


Despite what has already been said, let us assume solely for the purposes of 
discussion that the passage of H. R. 5550 would somehow not be an unlawful 
delegation of legislative power by Congress. The scheme proposed in this bill 
would still be banned by the Constitution. 

The Department of State recently described GATT in the following terms: 

“GATT is the most comprehensive international agreement ever negotiated 
for the reduction of barriers to and hence for the expansion of world trade, having 
regard to the number of participating countries, to the scope of its provisions 
and to the volume of trade affected.’’ * 

The one lawful manner in which to effect an agreement with foreign states of 
this character and importance ascribed to GATT by the State Department is 
expressly prescribed in the Constitution which states unambiguously: 

“The President ... shall have Power, by and with the Advice and Consent 
of the Senate, to make Treaties, provided two-thirds of the Senators present 
concur . . .”’ Article II, Section 2. 

The Constitution makes no mention of any power or procedure whereby the 
President or the Federal government may commit the United States to any 
foreign agreement in any other manner. Nor does it suggest that Congress by 
majority vote of both Houses is to authorize or ratify international agreements. 
The only constitutional method by which the Federal government may conclude 
a treaty with a foreign state is for the President to negotiate it and then submit 
it to the Senate for the approval of two-thirds of that body present. 

The Constitution in Article VI, Clause 2, proclaims treaties as the “supreme 
Law of the Land’”’ on an equal basis with other law-making procedures: 

“This Constitution . . . the Laws of the United States which shall be made 
in Pursuance thereof; and all Treaties made, or which shall be made, under the 
Authority of the United States . . .; and the Judges in every State shall be bound 
thereby, any Thing in the Constitution or Laws of any State to Contrary not- 
withstanding.”’ [Emphasis supplied] 

While the President can only enter into important agreements with other 
nations by following the treaty route, he can carry out certain functions dele- 
gated to him by the Constitution which relate to foreign affairs without the ad- 
vice and consent of the Senate. In connection with such functions the President 
enters into executive agreements with foreign states when they are adminis- 


% Panama Refining Co. v. Ryan, 293 U. 8. 388, 430. 
% Department of State, The General Agreement on Tariffs and Trade. 
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tratively necessary and incidental to specific powers vested in him by the Con- 
stitution. These powers can be found in Article II, Section 2: 

“The President shall be Commander in Chief of the Army and Navy of the 
United States .. .” 

. He shall nominate, and by and with the Advice and Consent of the 
Senate, shall appoint Ambassadors, other public Ministers and Consuls . . .” 

If the Congress purports to authorize the Executive to join GATT-OTC by 
means of an executive agreement, such action would be without legal sanction 
because in derogation of the treaty-making clause. GATT-OTC is not an agree- 
ment which is incidental to the performance of the Executive’s functions vested 
in him by the Constitution. Nor is it one that the Congress can properly delegate 
to the President to make. Rather, it is a far-reaching, 35-nation treaty between 
states which will have a broad and continuing effect upon most of our foreign and 
domestic trade. Committing this nation to such a grave step by the mere use 
of the executive agreement would be an inexcusable evasion of the clear com- 
mand of Article II, Section 2, of the Constitution. 

The Framers, in drafting Article II, Section 2, of the Constitution, used the 
term ‘Treaties’ advisedly for they were aware of the distinction between treaties 
which deal with important and executory matters, and agreements such as records, 
conventions and compacts which deal with routine matters. This is shown by 
another provision: 

“No State shall enter into any treaty, Alliance, or Confederation . .. No 
State shall, without the Consent of Congress . . . enter into a Agreement or 
Compact with another State, or with a foreign Power. . Constitution, 
Article I, Section 10. 

; Mk he late Senator Robert A. Taft has analyzed the intention of the Framers as 
0 ane 

The founding fathers felt that the matter of assuming obligations or 
making promises to do something in the future for foreign nations was of sufficient 
importance to require that the proposal have the support of two-thirds of the 
Senators .. .” # 

Support for Senator Taft’s analysis may be found in the following comment 
of Alexander Hamilton as to what transpired at the Constitutional Convention: 

“As to the sense of the convention the secrecy with which their deliberations 
were conducted, does not permit any formal proof of the opinions and views which 
prevailed in digesting the power of treaty. But from the best opportunity of 
knowing the fact, I aver, that it was understood by all, to be the intent of the pro- 
vision to give to that power the most ample latitude—to render it competent to 
all the stipulations, which the exigencies of national affairs might require; com- 
petent to the making of treaties and alliance, ries of commerce, treaties of 
peace, and every other species of convention usual among nations; and competent 
in the course of its exercise for these purposes, to Soave and bind the legislative 
power of Congress. And it was snphatioalt ly for this reason, that it was so carefully 
guarded; the cooperation of two-thirds of the Senate, with the President, being 
required to make any treaty whatever .. .” *8[First two emphases are Hamilton’s] 

‘The distinction in the substance which a treaty or executive agreement may 
lawfully deal with has been acknowledged by the executive branch of the Govern- 
ment itself. In an opinion on the “bases-for-destroyers” transaction the then 
Attorney General, Robert Jackson, wrote: 

“Some negotiations involve commitments as to the future which would carry 
an obligation to exercise powers vested in Congress. Such presidential arrange- 
ments are customarily submitted for ratification by a two-thirds vote of the Senate 
before the future legislative power of the country is committed. However, the 
acquisitions which you are proposing to accept are without express or implied 
promises on the part of the United States to be performed in the future. The 
consideration which we later discuss is completed upon transfer of the specified 
items. ... It is not necessary for the Senate to ratify an opportunity that entails 
no obligation.’”’ [Emphasis added.]} 

Executive agreements deal with the day-to-day activities of the Government 
and should be confined to limited transactions. Borchard, Shall the Executive 
Agreement Replace the Treaty?, 53 Yale Law Journal 670, 674. The Federal 
Government can do by treaty what it cannot do by statute. This is dramatically 
illustrated in the leading case of Missouri v. Holland, 252 U.S. 416. The Migra- 
tory Bird Act of 1913 had previously been held unconstitutional under the Tenth 
Amendment as a Federal encroachment on power belonging to the States. The 


27 88 Cong. Rec., 9276 (1942). 
% 7 Works of Alerander Hamilton (John C. Hamilton, ed. 1850-51, p. 518). 
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United States thereupon concluded a treaty with Canada dealing with the same 
subjeet matter as the unconstitutional Act. The Supreme Court concluded, 
erroneously in the view of many, that the treaty was valid and effective. Accord- 
ingly the purposes of the act were achieved. Our courts have not given a clear 
answer as to whether this result could have been accomplished by an executive 
agreement. Cf., U. S. v. Pink, supra. 

Secretary of State John Foster Dulles, speaking for the executive branch 
of our Government, has spoken of GATT as a treaty: 

‘‘He signed it ad referendum, subject to the approval by Congress. ... The 
same way treaties are signed. As you know, they really do not become operative 
until the Senate has consented to their ratification, and that is the way he has 
acted in relation to this document.” 

Senators O’ Mahoney and Malone have also stated recently that GATT-—OTC 
is in reality a treaty in substance, procedure and consequences.” 

Since the Constitution unambiguously requires that the President and the 
Senate mutually share the treaty-making power, there are some who advocate 
a conscious policy of evading and nullifying that provision. See: McDougal and 
Lans, Treaties and Congressional-Ezeculive or Presidential Agreements: Inter- 
changeable Instruments of National Policy, 54 Yale Law Journal, 181, 534. It is 
inconceivable that the Congress would knowingly participate in such an unlawful 
course of conduct. McDougal and Lans invidiously characterize the traditional 
position on constitutional construction as ‘‘the mechanical, filiopietistic theory 
[purporting] to regard the words of the Constitution as timeless absolutes.’ 
It need not be elaborated that the Constitution through the course of time has 
proved to be a flexible instrument able to adjust to a dynamic, expanding nation. 

It is not contended here that the three branches of the Government should not 
expand their activities in conformity with their growing responsibilities. This, 
however, should be done within the area allotted to each of them by the Con- 
stitution and is to be sharply distinguished from the policy of evading the treaty 
provision of the Constitution. Evading the treaty procedure, it is submitted, 
makes a fundamental, qualitative change in the balance of power between Con- 
gress and the Executive, one of such importance that it should be decided by 
constitutional amendment.*' See, Youngstown Sheet and Tube Co. v. Sawyer, 
343 U. 8. 579 (steel seizure case). 

It is difficult to escape the conclusion that the State Department has delib- 
erately planned the proposed legislation to give it the appearance of necessity in 
promoting our national welfare in world affairs. They wa the proposed 
legislation with the argument that our policy of dealing with foreign commerce 
cannot be separated from our foreign political relations. It follows, therefore, 
according to these State Department spokesmen that we should now abandon 
our time honored observance of the constitutional requirement for separation of 
legislative and executive functions and vest the proposed authority in a quasi 
government composed of representatives of thirty-five nations.™ 

One wonders why the advocates of “amendment by evasion” do not apply 
their energies and determination toward an appropriate constitutional amend- 
ment in the lawful manner. Perhaps the answer can be found in the wise state- 
ment of John Bassett Moore: 

“. . . I deem it to be inconceivable that there should exist in the United 
States any general sentiment in favor of committing to the Executive Depart- 
2a before the Committee on Finance, U. S. Sen., 84th Cong., Ist Sess., on H. R. 1, p. 209, March 

#101 Cong. Rec. 4759, 1865, 3607; Sen. Rep. 232, 84th Cong., Ist Sess., p. 15. 

31 The New York Times has stated that calling “treaties’’ “‘agreements,’’ ‘‘. . . is merely to argue that we 
could get around the Constitution by conspiring with each other in calling a spade by another name,” and 
that if this can be done ‘‘we can do away with the need for any approval of treaties”; in fact, we can “‘in- 
terpret” the Constitution away. ‘There is one honest, straightforward method of change’’ and that is 
by constitutional amendment. (April 17, 1944, page 22, col. 1.) In another editorial the Times declared: 
“This ignoring of a plain constitutional requirement would be a dangerous precedent. It would put in 
doubt the validity of treaties and international agreements not ratified in the constitutionally prescribed 
manner.” (May 22, 1944, page 18, col. 2.) 

#2 “Tn other words, foreign economic policy is two things at the same time: 

It is foreign policy, governing our relations with other countries and having exactly the same objectives as 
any other aspect of foreign policy—namely the security and well-being of the United States as a whole. 
It is also the policy governing that part of our domestic economy which projects beyond our borders. 

Now, sound foreign relations and prosperous domestic economy are not in conflict. They go along to- 
gether. Nevertheless, at the point of merging traffic, a high degree of dexterity is called for, and even then 
there are sometimes collisions and uncertainties over the right of way . . . 

Entirely aside from our internal difficulties in arriving at decisions, there is a further fact which is always 
with us; other countries are involved in these matters and we cannot accomplish all our objectives through 
decisions of our own.”’ (Statement by Thorsten v. Kalijarvi, Deputy Assistant Secretary of State for 


Economie Affairs, Before the Subcommittee on Foreign Economic Policy, Joint Committee on the Economic 
Report, November 9, 1955.) 
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ment of the Government the entire and absolute control of treaty making. . . 
{Such a sentiment] would justify a feeling of profound apprehension and alarm.” % 

The treaty provision of the Constitution was weighed very carefully by the 
Framers in convention. The making of treaties was deemed of such importance 
to the nation, that the advice and consent of the Senate were made an integral 
part of that process. Although, since that time, the Senate has grown to such 
proportions that the function of advising the President has, of necessity, been 
diminished, still, the Senate’s consent remains a vital check on the President 
in committing the nation to foreign agreements. In fact, the crucial role envis- 
sioned for the Senate in the treaty-making process is evidenced by the fact that 
it was only ten days before the final adjournment of the constitutional convention 
that the President was given a share in the making of treaties with the Senate.* 

In summary: both Houses of Congress plus the President cannot lawfully 
commit the United States to GATT-OTC. Assuming that they can do so, H. 
R. 5550 still should not be enacted since the heart of this bill is GATT, which 
has never been presented to the Congress or the people for approval. Congress 
should not acquiesce in the amendment of the Constitution by evasion. 


CoNCLUSION 


While I believe that the numerous devotees of GATT have failed to grasp its 
constit tional implications, I agree that an attempt should be made to break 
down discriminatory non-tariff barriers to world trade. That GATT will remove 
such barriers is, however, far from established. Unfortunately, in its present 
form GATT more likely will bind existing discriminatory quotas, currency restric- 
tions and export-import license misuses which have served so effectively to block 
American exports. Most definitely, the U. 8. as a low-tariff nation should not, 
as GATT specifically requires, barter further tariff concessions in exchange for 
the removal of unfair diseriminations; that is a trap hardly likely to increase 
our prestige in the world community. 

We live in an imperfect world, and listing unattainable objectives followed 
by a myriad of exceptions cannot change the facts of life. No matter what GATT 
says, the wage of the efficient Japanese worker will continue to be one-tenth the 
wage of the American worker. 

Tariffs and other trade barriers are symptoms, not causes, of trade problems. 
Samuel Lubell, in ‘The Revolution in World Trade,” has clarified the problem: 

“The basic fact which neither we nor our allies have yet faced up to is that 
trade regulations everywhere are in revolutionary upheaval. Beginning before 
World War I, this world trade revolution has churned its way through the Great 
Depression and World War II on into the postwar years. Almost daily it gathers 
added momentum. If U. 8. foreign economic policy is ever to be more than 
a throw-together of stopgap, contradictory measures, we must understand the 
nature of this trade transformation and America’s role in it.” 

Mr. Lubell cites among the real trade problems the surge toward nationalism 
and economic independence among former colonial peoples which has narrowed 
Western Furope’s trading space, and the ever-quickening technological revolution 
which undercuts the advantages of international specialization, thus making our 
world even more fiercely competitive, without forging adequate mechanisms of 
adjustment. OTC, by a majority vote at a secret meeting in Geneva, cannot 
solve these problems. As recent experience in Western Europe shows, continued 
world prosperity will lower more trade barriers than GATT could ever do. Ac- 
cordingly, the United States would be ill-advised to commit itself to the embryonic 
governmental structure set forth in GATT and OTC since such action would 
impinge on our existing laws and threaten our constitutional structure. I support 
the basic recommendation of the Randall Commission that GATT be renegotiated 
and placed on a non-compulsory basis with power to suggest policies and foster 
consultation but without power to legislate. 

For the reasons stated above, and those contained in the appendices hereto, it is 
respectfully suggested that H. R. 5550 and the Organization for Trade Cooperation 
be disapproved. 

Respectfully submitted. 

Lennox P. McLenpon 
440 West Market Street, Greensboro, N. C 
Fesruary 1956. 

33 § Collected Papers of John Regsett Moore, p. 95 (1944). 

*% See Statement of Alexander Hamilton, supra., pp. 44-45. 

38 Corwin, The Constitution and World Organization. 31 et seq. (1944). It is also of interest, that the conven- 
tion rejected by a vote of ten states to one a proposal that treaties should be made by the President with the 
advice and consent of both the Senate and the House of Representatives. 
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APPENDIXES A, B, AND C TO STATEMENT ON H. R. 5550 


Addressed to Ways and Means Committee, House of Representatives, by 
Lennox P. McLendon 


APPENDIX A 


1. Comparison oF GATT anv ITO IpENTICcAL or Simr“uaR ARTICLES 


GATT—Article and Title 
II—General Most-Favored-Nation 
Treatment. 
IJI—Schedules of Concessions. 


IV—National Treatment on Inter- 
nal Taxation and Regula- 
tion; Special Provisions re- 
lating to Cinematograph 
Films. 

V—Freedom of Transit. 

VI—Antidumping and Counter- 
vailing duties. 

ViII—Valuation for Customs Pur- 


poses. 
VIlI—Formalities Connected with 
Importation and Exportation 
IX—Marks of Origin. 
X—Publication and Adwministra- 
tion of Trade Regulations. 
XI—General Elimination of Quan- 
titative Restrictions. 
XII—Restrictions to Safeguard the 
Balance of Payments. 
XIII—Nondiscriminatory Adminis- 
tration of Quantitative Re- 
strictions, 
XIV—Exceptions to the Rule of 
Nondiscrimination. 
XV—Exchange Arrangements 


XVI—Subsidies 


XVII—Nondiscriminatory Treatment 
on the Part of State-Trading 
Enterprises 

XVIII—Governmental Assistance to 
Economie Development and 
Reconstruction 
XIX—Emergeney Action on Imports 
of Particular Products 
XX—General Exceptions 
XXI—Security Exceptions 
XX II—Consultation 
XXIII—Nullification and Impairment 


ITO—Articles 
16—Same title. 


17—Reduction of Tariffs and Elimina- 


tion of Preferences. 
18 and 
19—Same title. 


33—Same title. 
34—Same title. 


35—Same title. 
36—Same title. 


37—Same title. 
38—Same title. 


20—Same title. 
21—Same title. 


22—Same title. 


23—Same title. 


24—Relationship with the International 
Monetary Fund and Exchange 
Arranger ents 

25, 26, 27, and 28—Similar although 
more detailed 

29—Nondiscriminatory Treatment 


8-15—Economie Development and Re- 
construction 


40—Same title 


45—General Exceptions to Chapter IV 

99—General Exceptions 

41—-Same title 

92, 93, 94, and 95—-Similar in substance, 
but more complicated procedures 
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2. SmmrzarR Provisions ok Lanauvace or OTC anp ITO CHarrerR 


OTC Article 


sultations, negotiations and 
agreements regarding trade; ecol- 
leet, analyze and publish data. 


4, 7—Organization has Assembly, Exec- 


utive Committee, Direct-or- 
General and staff 


5-8—Assembly consists of all members 


having one vote each; decisions 
by majority vote 


6—“‘The Executive Committee shall 


consist of sixteen Members of 
the Organization elected period- 
ically by the Assembly... 
shall include the five members 
of chief economic importance, in 
the determination of which par- 
ticular regard shall be paid to 
their shares in international 
trade . . . shall be representa- 
tive of different degrees of 
economic development, differ- 
ent types of economies and 
different economic interests 

. shall exercise the powers 
and perform the duties assigned 
to it by the Assembly .. .” 


7—“The Assembly shall appoint a 


Director-General as chief ad- 
ministrative officer. 
(whose) powers, duties, con- 
ditions of service and term of 
office ... shall conform to 
regulations approved by the 
Assembly . . . The selection of 
the members of the staff shall 
as far as possible be made on 
a wide geographical basis and 
with due regard to the var- 
ious types of economy... 
The paramount consideration 
. Shall be the necessity of 
securing the highest standards 
of efficiency, competence, im- 
artiality and integrity.” 


7—‘The__ responsibilities of the 


Director-General and of the 
members of the staff shall be 
exclusively international in 
character.” 


10—‘The Organization shall have 


legal personality . . . shall en- 
joy in the territory of each of 
the Members such legal capa- 
city, privileges and immunities 
as may be necessary for the 
exercise of its functions.” 


ITO Article or Section 


1—Organization is to facilitate con- 72—Similar. 


73—Conference, Executive Board, 


Director-General and staff. 


B—Siwilar. 


C—‘‘The Executive Board shall consist 


of eighteen Members of the 
Organization selected by the 
Conference . . . In selecting the 
members of the Executive Board 
the Conference shall have regard 
to the objective of ensuring that 
the Board includes Members of 
chief economic importance, in the 
determination of which particular 
regard shall be paid to their 
shares in international trade, and 
that it is representative of the 
different types of economies or 
degrees of economic develop- 
ment . . . The Executive Board 

. shall exercise the powers 
and perform the duties assigned 
to it by the Conference . . .” 


E—‘‘The Chief Administrative officer 


. . Shall be the Director-Gen- 
eral . . . appointed by the Con- 
ference . . . (whose) powers, du- 
ties, conditions of service and 
terms of office ... shall con- 
form to regulations approved by 
the Conference ... The selec- 
tion of the members of the Staff 

. shall as far as possible be 
made on a wide geographical 
basis and with due regard to the 
various types of economy... 
The paramount consideration 

. Shall be the necessity of 
securing the highest standards 
of efficiency, competence, impar- 
tiality and integrity .. .” 


88—‘‘The responsbilities of the Director- 


General and of the members of 
the staff shall be exclusively 
international in character.”’ 


89, 90—‘“‘The Organization shall have 


legal personality . . . shall enjoy 
in the territory of each of its 
Members such legal capacity, 
‘ayphono and immunities as may 
e necessary for the exercise of 
its function.” 
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OTC Article 1TO Article or Section 


11—“‘The Organization shall make 87—‘‘The Organization shall make ar- 
arrangements with other in- rangements with other inter- 
ter-governmental bodies and governmental organizations which 
agencies which have related have related responsibilities to 
responsibilities to provide for provide for effective cooperation 
effective cooperation and the and the avoidance of unnecessary 
avoidance of unnecessary du- duplication of activities, etc.’’ 
plication of activities, etc.” 


APPENDIX B 


This appendix contains an article-by-article summary of GATT, together with 
comments supplementary to those in the text of the main Statement. It also 
contains a discussion of the numerous Federal statutory provisions which conflict 
with GATT. In view of time limitations, it has not proven practical to examine 
those state and local laws in conflict with GATT. 


Part I 
ARTICLE I!. OBJECTIVES 


This Article is in the nature of a preamble which sets forth the broad objectives 
of GATT, i. e., raising standards of living, insuring full employment and increasing 
real income, developing the world’s resources and expanding the production and 
exchange of goods. It states that the contracting parties wish to attain these 
goals through reciprocal agreements directed to the substantial reduction of 


tariffs and other trade barriers. Article I thus commits members of GATT to a 
policy of continued tariff reduction. 


ARTICLE II. GENERAL MOST-FAVORED-NATION TREATMENT 
Analysis 

Article II sets forth GATT’s basic rule, namely, each contracting party shall 
treat all other contracting parties with equality and without discrimination in 
commercial dealings. This principle of non-discrimination extends not only to 
customs duties and charges imposed in connection with the importation or 
exportation of goods, but also to the international transfer of payments for 
imports or exports and all rules and regulations connected with imports or exports, 
and all taxes and regulations dealing with the sale and distribution of imported 
goods once inside the country. In short, contracting parties must give each 
— unconditional most-favored-nation treatment in all matters of international 
trade. 

Article II proceeds, however, to exempt from most-favored-nation treatment a 
large number of preferential arrangements in effect when GATT was formulated. 
These include import tariff and quota preferences existing between members of 
the British Commonwealth; French Colonial and Benelux preferences; and import 
tariff preferences between the United States and Cuba and the United States and 
the Philippines. But such preferences may not be increased above the level in 
effect before the effective date of GATT. 


Conflicting United States legislation 


The Trade Agreements Act of 1934 and its subsequent extensions empower the 
President to enter into trade agreements with foreign governments so as to make 
foreign markets available for American products “by affording corresponding 
market opportunities for foreign products in the United States” (19 U. 8. C. § 1351 
(a)). Duties and import restrictions proclaimed by the President under such 
agreements are applicable “‘to articles . . . of all foreign countries” (/d. § 1351 
(a) (4)). Thus “most favored nation” treatment is granted to all countries export- 
ing to the United States. The same section, however, permits the President to 
discontinue such treatment as to countries which are discriminating against 
American commerce or doing acts which tend to defeat the purpose of the Trade 
Agreements Act. 

Under Article II of GATT, once a rate is lowered, the reduced rate is applicable 
to all contracting parties and becomes fixed at that level. By proclamation the 
President cannot raise such rate as to one party. He can only do so through 
negotiation and, prior to 1958, only if OTC finds that special circumstances exist_ 


! All references are to the latest form of the Agreement, the so-called “‘proposed’’ GATT. 
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Furthermore, he must grant concessions on other products to compensate for 
raising the duty on one. (See Article XXVIII, also discussion of Article III, 
infra.) If the acts of the other contracting party are in violation of GATT, the 
President still could not act unilaterally. He must bring the matter before OTC 
and, should that body find an impairment has occurred, he can withdraw only 
those concessions which OTC considers appropriate (Article XXVIII). 

By enactment of the Trade Agreements Act, Congress gave the President power 
to make mutually advantageous trade agreements, but did not intend to enable 
him to bind the United States rigidly to any concessions which he might make. 
Congress permitted the President to withdraw concessions whenever he felt that 
the interests of American producers were no longer being benefited under the 
Trade Agreements program. GATT thus-is in conflict with the purposes and in- 
tent of the Trade Agreements Act of 1934. 


ARTICLE III, SCHEDULES OF CONCESSIONS 
Analysis 

Article III makes certain annexed schedules an integral part of GATT. The 
schedules set forth the categories of articles that are to be duty-free, the rates of 
duty for other categories and the preferences permitted by Article II. Such 
schedules are the fruits of negotiations held in Geneva in 1947, Annecy in 1949, 
and Torquay in 1950-51 under GATT auspices. This Article provides that each 
contracting party shall accord to the commerce of another contracting party no 
less favorable treatment than is provided for in the appropriate schedule. Neither 
ordinary customs duties nor other charges, including charges of any kind imposed 
on the international transfer of payments, shall be imposed so as to exceed the 
duty fixed by schedule or to detract from a preference granted under Article II 

Article III does, however, permit a contracting party to impose on imports 

(a) a charge equivalent to an internal tax imposed consistently with Article 
IV (non-discrimination in internal taxes on imports) in respect of like domestic 
yroducts; 
(b) any anti-dumping duty applied in conformity with Article VI; and 
(c) fees or other charges commensurate with the cost of services rendered. 

Once a duty or concession is established by a schedule, a contracting party 
cannot unilaterally modify it. Prior to January 1, 1958, there can be no modifi- 
cation or withdrawal of a concession unless OTC finds that special circumstances 
exist warranting such action (Article XXVIII). If OTC finds that such special 
circumstances do exist, a contracting party must enter into negotiations with all 
contracting parties having a substantial interest in the matter and must provide 
compensatory adjustments for any concession withdrawn in any agreernent 
reached. At the commencement of three-year periods, the first of which starts on 
January 1, 1958, the contracting parties can negotiate changes in schedules sub- 
ject to the sane rule of compensation. 

If negotiations under Article XXVIII fail, a contracting party can then take 
unilateral action to modify a schedule. But such party is then subject to retalia- 
tory action by all substantielly interested parties. If a party disregards Article 
XXVIII and acts without negotiation or approval of OTC ,then it faces retaliatory 
action upon a finding by OTC that it has impaired its obligations under GATT 
(Article X XIII). 

In paragraph 6 of Article III, as Senator Millikin has pointed out: “. . . we 
have bound our conversion rates to the determination of the Monetary 
Fund ...’. A contracting party may not alter its method of determining duti- 
able value or of converting currencies so as to impair the value of any of the 
concessions set forth in the appropriate schedule. The duties and charges in the 
schedules of those parties which belong to the International Monetary Fund are 
expressed in the par value accepted or at the rate of exchange recognized by the 
Fund. If such par value or rate of exchange is reduced by more than 20 percent., 
the duties and charges are to be adjusted accordingly. Similar provisions apply 
to a contracting party which does not belong to the Fund, but has entered into a 
special exchange agreement pursuant to Article XV. 


Conflicting United States Legislation 


The multilateral nature of GATT is completely antithetical to the pattern of 
bilateral trade agreements which Congress envisioned when it gave power to the 
President to negotiate trade agreements (19 U. 8. C. § 1351). We have already 
seen that this system destroys the flexibility of most-favored-nation treatment 
as an instrument of foreign trade policy. (Discussion of Article II, supra.) The 
GATT system makes present tariff concessions irrevocable until 1958 unless OTC 
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determines on the basis of its own standards of fairness that special factors exist 
to permit a change. 

Congress has authorized the President to exclude products of a country which 
prohibits the importation of, or discriminates against, American goods (15 
U. 8. C. § 75, 19 U.S. C. § 1338). Congress has also created a system of export 
controls and directed the President to take prompt action by increasing duties or 
imposing quotas to protect our national security and to prevent serious injury to 
domestic producers (50 U.S. C. App. § 2023, 19 U.S. C. §§ 1352 (a), 1864). These 
measures will be discussed in more detail in the remainder of this Appendix. 
Suffice it to say, here, that they are entirely in conflict with Article III and other 
articles of GATT because they provide that by unilateral action the United States 
may increase beyond scheduled duties the burden on goods imported into this 
country. 

Since Article III circumscribes the power of Congress to fix methods for deter- 
mining dutiable value or converting currencies, it conflicts with that provision of 
the Constitution (Article 1, Section 8, Clause 5) which gives Congress the power to 
regulate the value of foreign currency. In addition, by agreeing to the require- 
ment that the duties and charges in the schedules be expressed in the par or rate of 
exchange of the Fund, the President has exceeded the authority delegated to him 
in the Trade Agreements Act of 1934, as amended. That Act deals with tariffs 
and foreign commerce, and it does not give the executive branch any authority 
to deal with currency matters or to refer currency exchange problems to the Fund. 
(See discussion under Article XV.) 


Part II 
ARTICLE IV, NATIONAL TREATMENT ON INTERNAL TAXATION AND REGULATION 


Analysis 


Article IV is designed to prevent a contracting party from using internal taxes 
and regulations to supplement the protection afforded by negotiated tariffs or to 
nullify the concessions which have been granted. No laws, regulations or require- 
ments relating to the internal sale, transportation or use of either a domestic or 
imported product can be enacted so as to afford protection to a domestic product. 
Thus, although a law may concern only domestic products, it is prohibited if its 
effect is to place domestic products in a better position than imported products. 
In addition, imported products shall not be subjected to internal taxes “‘or other 
internal charges of any kind in excess of those applied, directly or indirectly, to 
like domestic products” and they must be accorded “no less favorable treatment” 
than like domestic products in respect of all laws and regulations affecting their 
internal sale, distribution, transportation or use. 

Furthermore, a contracting party cannot require that a specified amount of 
domestic materials be used in the mixture or processing of goods. Also, in apply- 
ing internal maximum price control measures, the contracting parties must take 
account of the interests of exporting contracting parties so as to avoid effects 
prejudicial to the interests of contracting parties supplying imported products. 

Two important exceptions to Article IV are: 

(a) laws and regulations governing procurement by governmental agencies 
of products purchased for public use and not ‘“‘with a view to commercial 
— or with a view to use in the production of goods for commercial sale’’; 
an 

(b) internal quantitative regulations relating to the exhibition of moving 
picture films, 

Conflicting legislation 

(a) Internal Revenue Code.—The Internal Revenue Code of 1954 provides for 
certain excise taxes on oleomargarine, adulterated butter, filled cheese and per- 
fume. Section 4591 of the I. R. C. imposes a tax of 15 cents per pound on all 
oleomargarine imported from foreign countries in addition to any import duty 
imposed. Since there is no excise tax on domestic margarine, this provision 
clearly violates Article IV of GATT; it accords less favorable tax treatment to 
foreign products than domestic products. Section 4812 of the I. R. C. also levies 
a 15 cents per pound tax on adulterated butter in addition to any import duty. 
The term “adulterated butter” as used in the statute does not refer to butter 
which is injurious to health, but rather to butter with which a foreign substance 
has been mixed to cheapen its cost. (I. R. C. § 4826 (b)). On the other hand, 
Section 4811 of the I. R. C. imposes an excise tax of only 10 cents per pound on 
domestic adulterated butter. nce again we have unequal treatment between a 





1200 ORGANIZATION FOR TRADE COOPERATION 


foreign and a domestic product in violation of Article IV. Section 4831 of the 
I. R. C. levies a tax of 8 cents per pound on foreign filled cheese in addition to any 
import duty, and a tax of 1 cent per pound on domestic filled cheese. Section 
5001 (a) (3) of the I. R. C. sobelaue for discriminatory excise tax treatment of 
foreign perfume. 

(6) Buy American Legislation——Under the “Buy American Act’’ only goods 
manufactured from substantially American materials, mined or produced in the 
United States, may be purchased for public use except in cases where there is an 
insufficient supply in the U. S., where costs would be unreasonable or when the 
head of the government department concerned considers such practice incon- 
sistent with the public interest (41 U. 8. C. § 10 (a)). All contracts for the con- 
struction or repair of a public work or building in the U. 8. must contain a pro- 
vision that contractors, subcontractors and others will comply with said Act in 
performing their contracts. The provisions of said Act are not covered by the 
exception contained in Article IV which allows discrimination on purchases by 
government agencies of products for governmental purposes and not with a view 
to use in the production of goods for commercial sale. For example, the restric- 
tion of government purchases to domestic sources set forth in the “Buy American 
Act”’ would apply to the construction of public dams for the purpose of producing 
electricity for sale to domestic consumers. 

(c) Defense Production——Under the Defense Production Act of 1950, as 
amended, the President is empowered to make purchases for use or resale of mater- 
ials, minerals and other materials for the government. As to purchases of imported 
agricultural commodities, the delivery date must be not more than one year after 
the expiration of the Act (50 U. S. C. App. § 2093 (a)). But as to all other 
commodities, he is permitted to make commitments extending to June 30, 1963 
(Id. § 2093 (b)). This varying treatment between imported agricultural products 
and other products violates Article IV of GATT, since the goods purchased can be 
resold under the Act. 

(d) Misbranding of Wool Products—Wool products which are transported in 
interstate commerce must be stamped, tagged or labeled in accordance with the 
requirements of Section 5 of the Wool Products Labeling Act (15 U. 8. C. § 68c). 
Misbranding of wool products is unlawful (Jd. § 68b) and the Federal Trade 
Commission is authorized and directed to enforce said Act by invoking the 
enforcement provisions of the Federal Trade Commission Act (Id. § 68d). 

The apparent discrimination between domestic wool products and imported 
wool products appears in Section 8 of the Wool Products Labeling Act which 
provides in part: 


“Exclusion of misbranded wool products 


‘All wool products imported into the United States, except those made 
more than twenty years prior to such importation, shall be stamped, tagged, 
labeled, or otherwise identified in accordance with the provisions of this 
subdivision, . . . 

“, . and any person who falsifies, or fails to set forth, said information in 
said invoices, or who falsifies or perjures said consignee’s declaration insofar 
as it relates to said information, may thenceforth be prohibited by the Com- 
mission from importing, or participating in the importation of, any wool 
products into the United States except upon filing bond with the Secretary of 
the Treasury in a sum double the value of said wool products and any duty 
thereon, .. .” (15 U.S. C. § 68f). 


Pursuant to the above section, the FTC is authorized to enjoin a person who 
falsifies an invoice covering imported wool from importing any wool products 
into the U. 8. unless such person files a bond in twice the amount of the value of 
the wool products plus any duty thereon. No similar penalty is prescribed as a 
means of enforcing the Act against any person who misbrands domestic wool 
products. Although this discrimination appears only in respect to a penalty or 
remedy available to the FTC, it is submitted that the cost of such a bond could be 
prohibitive where an importer does not have a high degree of financial responsi- 
bility. In fact, if an importer could not provide such a bond the penalty would 
be perhaps more drastic than any other penalty provision of the Wool Products 
Labeling Act since it would effectively prevent the importer from dealing in 
imported wool products. 

(e) Fur Products Labeling Act.—The Fur Products Labeling Act has similar 
provisions to those of the Wool Act. Section 3 of the Fur Act (15 U. 8. C. § 69a) 
defines and prohibits misbranding and false advertising or invoicing in respect of 
fur products. Section 6 of the Act (Id. § 69d) similarly prohibits the importation 
of any furs or fur products into the United States except after a bond has been 
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filed with the Secretary of the Treasury in a sum double the value of said fur 
products and furs and any duty thereon where such fur products have been pre- 
viously imported and not labeled in accordance with the Act or have been mis- 
branded. The same consideration noted above in connection with wool products 
appear applicable to furs and fur products. 

(f) Antitrust Laws.—Section 3 of the Clayton Act (15 U. 8. C. § 14) prohibits 
the sale, lease or contract for sale of merchandise if made subject to the condition 
that the purchaser or lessee thereof shall not use or deal in products of the seller’s 

or lessor’s competitors where such exclusive requirement may substantially lessen 
competition or tend to create a monopoly in any line of commerce. The penalties 
for violation of the above section are fine and imprisonment. 

Pursuant to Section 802 of the Revenue Act of 1916 (15 U.S. C. § 73), an im- 
ported article becomes subject to a “special duty equal to double the amount”’ of 
the duty ordinarily imposed on such article if (1) an article is imported into the 
United States under an agreement that restricts the importer from dealing in the 
articles of a competitor or (2) the importer is required by the foreign producer to 
impose exclusive dealing requirements on the importer’s customers in the United 
States. The penalty imposed by said Section 802 is of course in addition to any 
penalty which may be assessed under Section 3 of the Clayton Act. 

It would appear from the above two sections that in respect of exclusive dealing 
arrangements, our laws discriminate against imported products. The latter 
section, dealing with imported articles, seems to make any exclusive arrangement 
with respect to imports if not unlawful, at least per se wrongful inasmuch as such 
imports become subject to the “double duty” penalty. Under Section 3 of the 
Clayton Act, however, exclusive dealing arrangements are not per se illegal. The 
requisite effect on commerce caused by the exclusive arrangement must be found 
before the exclusive arrangement will be held in violation of the Act. It is sub- 
mitted, therefore, that persons dealing in domestic products on an exclusive basis 
may legally do so without penalty so long as competition is not substantially 
lessened thereby. On the other hand, imported goods are subject to a double 
duty penalty because of exclusive dealing requirements without a showing that 
trade has been restrained. 

The Webb-Pomerene Act of 1918 exempts from the United States anti-trust 
laws an “‘association entered into for the sole purpose of engaging in export trade’’ 
or an “agreement made. . . in the course of export trade by such association” (15 
U.S. C. § 62). It has just been shown that under our statutes restrictive prac- 
tices or agreements in connection with the import of goods are penalized. The 
effect of the Webb-Pomerene Act is to grant more favorable treatment to the ex- 
port of domestic products than to the import of foreign products. Those desiring 
to export domestic products can freely combine to facilitate their transportation 
and sale from the U. 8. while those wishing to import goods into the U. S. cannot 
combine contrary to the anti-trust laws to facilitate the sale and distribution of 
such goods within this country. The cardinal objective of Article IV is violated; 
a barrier is raised against the import of foreign goods and a special dispensation 
is given to the export of domestic goods. 

(g) oe} Trade Practices in Import Trade.—Section 337 of the Tariff Act of 
1930 (19 U. 8. C. § 1337) provides: 

“Unfair methods of competition and unfair acts in the importation of 
articles into the United States, or in their sale by the owner, importer, con- 
signee, or agent of either, the effect or tendency of which is to destroy or sub- 
stantially injure an industry, efficiently and economically operated, in the 
United States, or to prevent the establishment of such an industry, or to re- 
strain or monopolize trade and commerce in the United States, are hereby 
declared unlawful, and when found by the President to exist shall be dealt 
with, in addition to any other provisions of law, as hereinafter provided.” 

Pursuant to the above section, the President after finding “unfair methods of com- 
petition and unfair acts in the importation of articles’’ is directed to exclude from 
entry the articles involved in such unfair methods or acts and his decision is 
conclusive (Jd. § 1337 (e)). Furthermore, where the President ‘‘has reason to 
believe” that an article offered for entry into this country violates the provisions 
of the Tariff Act, he may require the Secretary of the Treasury to forbid entry of 
such article pending the completion of an investigation of the article, except that 
the article is entitled to enter if a bond is posted. 

The Tariff Act imposes greater penalties on unfair competition in imported 
articles than those imposed in relation to domestic products. This discriminatory 
treatment is threefold: 

(1) Importers are penalized by Section 337 of the Act since the penalties of the 
section with respect to imported articles are “in addition to any other provisions 
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of law’ (Id. § 1337 (a)). The added penalties constitute a discrimination in 
favor of domestic products. 

(2) Importers found guilty of unfair trade practices do not have the same rights 
to appeal pursuant to the Tariff Act as do violators of the Federal Trade Commis- 
sion Act. In the case of importers, the Tariff Commission is given investigatory 
and hearing powers similar to those given the FTC by the Federal Trade Com- 
mission Act. The only right of review accorded importers, however, is (a) upon 
rehearing before the Tariff Commission and (b) on appeal to the United States 
Court of Customs and Patent Appeals (Jd. § 1337 (c)). Thereafter, upon the 
final recommendation that the importer is competing unfairly, the President is 
directed to exclude from entry the articles concerned. Since the President’s de- 
cision is conclusive, there is no further right of appeal from the decision of the 
United States Court of Customs and Patent Appeals to the United States Supreme 
Court. Violators of the Federal Trade Commission Act, on the other hand, are 
accorded the right to apply for appeal to the highest court of the United States. 

(3) The third apparent discrimination against imports under the Tariff Act 
is that an article offered for entry into the United States may be excluded, unless 
a bond is posted, when the President believes that the article offered is in violation 
of the Tariff Act. Thus, imports become subject to exclusion prior to a deter- 
mination that the import concerned is in violation of the Tariff Act. Cease and 
desist orders under the Federal Trade Commission Act, which are comparable to 
exclusion orders under the Tariff Act, of course, may be entered only after a 
hearing. As mentioned above in connection with the Wool Products Labeling 
Act, the bond requirement may be tantamount to exclusion. 

(h) Copyrights.—The United States copyright law provides that no copyright 
protection will be given to any text of a work originally published in English 
which is not printed within the limits of the United States from type set therein 
(17 U.S. C. § 16). This Section has the effect of depriving books printed abroad 
of protection granted to books printed in the United States. The U.S., therefore, 
fails to aecord the equally favorable treatment in connection with the internal 
sale, distribution or use of books required by Article IV of GATT. 

(i) Miscellaneous.—If at some time in the future Congress wishes to reestablish 
a price control system, Article IV requires that it formulate a program which 
will avoid ‘‘to the fullest practicable extent’’ prejudice to the interests of foreign 
exporters. Tor example, if maximum price ceilings were placed on dairy products 
at below the price level of such products elsewhere in the world, our imports of 
dairy products would be sharply curtailed, assuming that foreign producers 
would be unwilling to sell in this country below prevailing world prices. OTC 
presumably would be the judge of the effects of a maximum price control program 
and might exercise supervisory restraints over its administration. 


ARTICLE V. FREEDOM OF TRANSIT 


This article provides for freedom of movement of goods through the territory 
of one contracting party shipped from another party and destined for a third. 
Such goods must be afforded transportation over routes most convenient for 
international transit and no distinction based on the nationality of the place of 

rigin or destination shall be made as to transportation charges or regulations 

applied to goods in transit. A contracting party may require such goods to be 
entered through a custom house but shall not subject them to any unnecessary 
delays or restrictions. Most important, such goods shall be exempt from custom 
duties and shall not be subjected to unreasonable transportation charges. Fur- 
ther, in levying duties on imports, no distinction should be made because goods 
were indirectly routed from the country of origin through another contracting 
party’s territory to the importing contracting party (except for those require- 
ments prevailing at the time GATT came into effect). 

There is no apparent United States statute or regulation which conflicts with 
Article V. Conflict might arise, however, from the fact that OTC would be the 
final judge as to what is a ‘“‘reasonable’’ rate in determining whether Article V 
has been violated. An OTC decision that a rate is unreasonable might control 
over a finding by the Interstate Commerce Commission that such rate was fair 
and equitable in the light of domestic commercial needs. 


ARTICLE VI, ANTIDUMPING AND COUNTERVAILING DUTIES 
Analysis 
Article VI permits a country to levy antidumping duties to prevent the dump- 
ing of foreign products in its territory at less than their ‘“‘normal value’’ and to 
impose countervailing duties to offset the subsidization of an imported product 





ORGANIZATION FOR TRADE COOPERATION 1203 


by the exporting country. Such measures, however, may be employed by a 
country only after determination that the effect of the dumping or subsidization 
is such as to cause or threaten ‘material injury’’ to an established domestic 
industry or to retard materially the establishment of a domestic industry. 

No imported product shall be subject to both a countervailing and an anti- 
dumping duty to compensate for the same situation of dumping or export sub- 
sidization. Nor shall an imported product be subject to either a countervailing 
or anti-dumping duty because of exemption from or rebate of internal taxes 
levied by the country of origin on like goods destined for domestic consumption. 
Conflicting U. S. legislation 

This article conflicts with the provisions governing countervailing duties con- 
tained in Section 303 of the Tariff Act of 1930, as amended (19 U. 5S. C. § 1303), 
since that Section does not require a finding of injury to a domestic industry as a 
prerequisite to the imposition of a countervailing duty. Furthermore, the Anti- 
dumping Act of 1921 (19 U. 8. C. §§ 160-173) requires only a finding of mere 
injury to support the levying of an anti-dumping duty, whereas Article VI re- 
quires a finding of ‘‘material injury’’ for such purpose. 

Article VI provides that both anti-dumping and countervailing duties cannot 
be imposed to compensate for the same situation. There is no such limitation 
under United States law and it is conceivable that both duties could properly be 
assessable on the same merchandise. For example, an export price could be 
equal to the domestic price for a foreign product and yet, as a result of a subsidy 
granted by the foreign nation, be depressed in price so as to compete unfairly 
with the United States product. The exporter, having a surplus on hand, may 
depress the export price still further below the foreign domestic price. Under 
this set of circumstances, both an anti-dumping and countervailing duty could 
be levied on a product under our law. 

The U. 8. statute simply provides that whenever a foreign country bestows a 
bounty or grant upon its products imported into this country a countervailing 
duty may be levied thereon (19 U. 8. C. § 1303). This provision conflicts with 
Article VI since it does not exclude from such bounty a rebate of or exemption 
from foreign domestic taxes. 


ARTICLE VII. VALUATION FOR CUSTOMS PURPOSES 
Analysis 


The contracting parties agree that the valuation of imports on an ad valorem 
basis should be on the ‘‘actual value” of the imports and that the value “should 
not be based on the value of merchandise of national origin or on arbitrary or 
fictitious values.”” Annex H to GATT adds a footnote to Article VII which in 
brief equates ‘‘actual value”’ with the invoice price. 

Article VII also provides that, where currencies must be converted for purposes 
of dutiable value, the conversion rates shall ordinarily be based on the par values 
of the International Monetary Fund. Where such par value is not used, the con- 
version rate is to reflect the current value of the currency in commercial trans- 
actions. 

Conflicting U. S. legislation 

The influence of this Article has already been felt by Congress since pressure 
has been exerted to change the valuation standards which have long been in force 
in this country. The objective of the proposed Customs Simplification Act (H. 
R. 6040), which was passed by the House at the last Session, is to bring our ad 
valorem valuation standards into closer conformity with those of GATT. The 
existing statute (19 U. S. C. § 1402) requires the customs appraiser to take the 
higher of either the foreign value of the product (i. e., the domestic market value 
in the exporting country) or the export value of the product in the foreign country. 
The distinction between foreign value and export value is important because 
oftentimes foreign producers by virtue of their monopoly position at home are 
able to sell in this country at a lower price than the price at which they sell in 
their own country. 

The pending Customs Simplification bill is complicated but it is clearly a start 
in the direction of eliminating foreign value as a criterion and making the determi- 
nation of value depend first upon export value, or if the export value cannot be 
determined satisfactorily then upon the United States value; thus it approaches 
using invoice value as the standard and is in this respect in accord with GATT. 
Under both’ the pending bill and the existing statute, if the appraiser is unable to 
make the initial determination of export value, United States value or foreign 
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value, as the case may be, the appraiser must use a value based upon cost of pro- 
duction, a profit margin and other factors. This value is a fictitious value and 
ae is contrary to the policy against arbitrary or fictitious values set forth 
in ; 

Moreover, in the case of certain products under both the existing statute and 
the pending simplification bill, value is not arrived at by using any of the standards 
discussed above, but on the basis of the American selling price of the domestic 
article. This standard is used for coal tars and certain other products. The use 
of the selling price of the American domestic article appears to be contrary to the 
standards set forth in Article VII. 

It is believed that the provisions respecting the convertibility of currencies in 


Article VII may impinge upon the power to regulate our currency granted to 
Congress by the Constitution. 


ARTICLE VIII. FEES AND FORMALITIES CONNECTED WITH IMPORTATION AND 
EXPORTATION 

Analysis 

All subsidiary fees imposed on imports and exports should be limited in amount 
to the cost of services rendered and should not be used for protective or fiscal 
purposes. Article VIII prohibits the imposition of substantial penalties for minor 
breaches of customs regulations or procedures. Where, without fraud or gross 
negligence, an importer makes an easily rectifiable mistake or omission in customs 


documentation, no penalty should be imposed greater than that necessary to 
serve as a warning to him. 


ConFuicTinG U. S. LEGISLATION. 


Section 497 of the Tariff Act of 1930 imposes a penalty equal to the value of 
any article which is not declared before examination of personal baggage by cus- 
toms officials (19 U. S. C. § 1497). Since the failure to declare may have been 
through inadvertence, this penalty could be called unreasonable under Article 
VIII. 

ARTICLE IX. MARKS OF ORIGIN 
Analysis 

Article IX of GATT deals with requirements that imports be marked with 
the names of the countries of their origin and it is designed to prevent such 
requirements from being used to restrict imports. Basic to Article IX are two 
requirements: (1) contracting parties should permit required marks of origin to 
be affixed at the time of importation; and (2) no special duty or penalty should 
be imposed for failure to comply with marking requirements prior to importation 
unless corrective marking is unreasonably delayed. In addition, marking require- 
ments should be such as to reduce to a minimum inconveneience and expense to 
the exporter. 


Conflicting U. S. legislation 

The Tariff Act of 1930, as amended, provides that every article of foreign 
origin imported into the United States shall be marked conspicuously and indelibly 
to indicate the country of origin of the article (19 U. S. C. § 1304). If the import 
is not marked according to the statute at the time of importation or at least prior 
to the liquidation of the entry covering the import, a 10 per cent ad valorem duty 
is assessable on such article whether or not it is subject to an ordinary duty 
(Id. § 1304 (c)). These statutory provisions are contrary to the two basic features 
of Article [IX of GATT discussed above because, first, the United States requires 
as a general rule that marking be made before importation while GATT provides 
that marking should be permitted at the time of importation whenever it is 
practicable to do so and, second, a special duty is levied for failure to mark within 
a certain arbitrary time period, whereas Article IX of GATT would permit an 
additional duty only when there is an unreasonable delay in corrective marking. 


ARTICLE X. PUBLICATION AND ADMINISTRATION OF TRADE REGULATIONS 
Analysis 


Article X requires prompt publication of laws and regulations concerning foreign 
trade. Each contracting party shall administer such laws and regulations in a 
uniform, impartial and reasonable manner, and shall maintain judicial, arbitral 
or administrative tribunals or procedures for the prompt review and correction 
of administrative action relating to customs matters. These tribunals or pro- 
cedures shall be independent of the agencies administering customs matters and 
their decisions shall govern the practice of such agencies unless an appeal is lodged 
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with a court of superior jurisdiction. This Article does not require the elimination 
of procedures in force on the date of the Agreement if they in fact provide for 
objective and impartial review of administrative action even though such pro- 
cedures are not fully or formally independent of the administrative agencies. 
Any party using such procedures must, however, furnish OTC, upon request, with 
full information thereon in order that it may determine whether such procedures 
conform to these requirements. 

Conflicting U. S. legislation 

The provision of Article X that the laws and regulations of each contracting 
party shall be administered in a uniform, impartial and reasonable manner may 
raise serious constitutional questions, for although this provision apparently 
conforms to U. 8. policy it is an acknowledgement that there is a supernational 
authority whose standards, judgment and determinations concerning United 
States municipal laws and judicial procedures are superior to the applicable 
provisions of our Constitution. 

At present the Customs Court satisfies the requirement of Article X that the 
reviewing tribunals shall be independent of the administrative agency. How- 
ever, this prevents the Congress, in the future, from providing, as it has done 
with other administrative agencies such as the FCC, SEC and FTC, for quasi- 
judicial determination and review within the agency itself. 

By law the Customs Court is required to give precedence over other cases to 
every proceeding in which an American producer claims that the rate of duty on 
an imported product is too low (19 U. S. C. § 1516). Other matters will be 
delayed accordingly, and there may be conflict with the provision of Article X 
requiring prompt review and correction of administrative action in a uniform and 
impartial manner. 

he Tariff Act of 1930 provides that an appeal from a reappraisement of mer- 
chandise to the Court of Customs and Patent Appeals shall be on the law only 
(28 U. S. C. § 2637). By its very nature, a reappraisement is primarily a deter- 
mination of fact—i. e., the value of a particular import. The exclusion of factual 
considerations from a review of such administrative action may conflict with the 


requirement in Article X of uniform, impartial and reasonable customs adminis- 
tration. 


ARTICLE XI, GENERAL ELIMINATION OF QUANTITATIVE RESTRICTIONS 
Analysis 


Article XI forbids prohibitions or restrictions on the quantitative flow of 
imports and exports. In the case of imports, it is designed to prevent a contract- 
ing party from using quotas, licenses and other devices to burden imports and 
thereby circumvent tariff concessions granted to the other parties. As to exports, 
it outlaws the use of licenses or quotas to restrict exports to other contracting 
parties after any tax or duty has been levied on the goods. 

The prohibitions of Article XI do not apply, however, to the following excepted 
situations: 

(a) Export gion or restrictions applied temporarily to prevent or 
relieve critical shortages of foodstuffs or other products essential to the 
contracting party; 

(b) Import and export prohibitions or restrictions necessary to the applica- 
tion of standards for the classification or marketing of goods in international 
trade; and 

(ec) Import restrictions on any agricultural or fisheries product necessary 
to enforce a governmental program if adopted (1) in conjunction with meas- 
ures designed to restrict the production or marketing of a like or substantially 
equivalent domestic product, or (2) to remove a éemporary surplus of a like 
or substantially equivalent domestic product by making the surplus available 
to domestic consumers free of charge or below the current market level, or 
(3) to restrict production of any animal product whose production is mainly 
dependent on the imported commodity. 

An important qualification upon exception (c) (1) is that any import restrictions 
imposed thereunder must be in the same quantitative proportion to domestic 
production as would exist without any restrictions domestically and import-wise. 


Conflicting U. 8S. legislation 


_ (a) Tobacco Exports.—Various aspects of U. 8. agricultural legislation come 
into conflict with Article XI of GATT. For example, it is unlawful to export 
from the United States to a foreign country ‘‘tobacco seed and/or live tobacco 
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plants” unless a written permit is obtained from the Secretary of Agriculture 
upon a showing that the seed or plants are to be used for experimental purposes 
only (7 U. S. C. § 516). It would appear that the above section authorizes an 
export quota prohibited by Article XL The export quota provision cannot be 
fitted into the exception permitting export prohibitions or restrictions on a tem- 
porary basis to prevent shortages of foodstuffs. The Act clearly is not temporary 
and its purpose is not to relieve a critical shortage since tobacco is one product 
upon which market quotas have been applied under the Agricultural Adjustment 
Acts. 

(b) Sugar Act of 1948.—The Sugar Act of 1948 directs the Secretary of Agri- 
culture to determine for each year the amount of sugar needed to meet the require- 
ments of consumers in the United States with a view to protecting the welfare of 
consumers and producers by assuring a supply of sugar at prices which will not be 
excessive and which will fairly maintain and protect the welfare of the domestic 
sugar industry (7 U.S. C. § 1111). After the Secretary has established the quota, 
pursuant to the Act certain fixed amounts are required to be produced by the 
United States and its territories and also a fixed amount to be imported from the 
Republic of Philippines. The remainder of the overall quota is allotted to other 
foreign countries (7 U. 8. C. § 1112). Since the overall annual quota will fluctuate 
from year to year, the quota for foreign markets is not necessarily maintained at a 
proportion to the domestic quota which is representative of the proportion which 
would exist without restrictions. Since the normal import-domestic proportion 
is not ensured, the quota provisions of the Sugar Act would appear to violate 
Article XI, despite the fact that import quotas are joined with domestic quotas. 

(ce) Agricultural Import Quotas.—A more striking example of conflict between 
basic United States policy and that of GATT is found by comparing Article XI 
with the restrictions imposed by Section 22 of the Agricultural Adjustment Act of 
1933, as amended (7 U. 8. C. § 624). Article XI of GATT permits import restric- 
tions on agricultural or fisheries products necessary to the enforcement of govern- 
mental measures which operate to restrict the production of a like domestic prod- 
uct or to remove a temporary domestic surplus of such product. Section 22 of the 
AAA permits the President, upon recommendation of the Secretary of Agriculture, 
to impose special duties on imports up to 50% of their value or quantitative 
restrictions which shall not exceed 50% of the normal importation during a 
representative period. 

The President may impose such special duties or quotas when he finds that 
articles are being imported under such conditions and in such quantities as to tend 
to render ineffective any programs of the Department of Agriculture, or to reduce 
substantially the amount of any product processed in the United States from an 
agricultural product with respect to which any such program is being undertaken. 
Section 22 of the AAA is not by its terms limited to restrictions on imports of prod- 
ucts whose domestic production is correspondingly restricted. For instance, 
import restrictions have been placed on dairy products, flaxseed and linseed oil, 
rye, rye flour and rye meal, oats and barley without any domestic production or 
market quotas. Further, the restrictions on imports permitted by Section 22 are 
not limited to the proportion between imported and domestic products which 
would exist in normal times. 

Section 22(f) of the AAA states: 

“No trade agreement or other international agreement heretofore or hereafter 
entered into by the United States shall be applied in a manner inconsistent with 
the requirements of this section.” 

The parties to GATT have granted the United States a waiver as to restrictions 
under Section 22 which conflict with the provisions of GATT (Decision of 5 March 
1955). But this waiver has been granted under conditions which require the 
United States to investigate any such restrictions upon request of a contracting 
party and to consult with the contracting parties concerning any such investiga- 
tion and subject the United States to retaliatory action upon approval of such by 
the contracting parties reviewing any restrictions imposed under Section 22. 
The contracting parties in granting this waiver contemplated that the United 
States would bring its restriction policy under Section 22 into line with GATT 
within a reasonable time. It is clear, then, that Section XI of GATT will hamper 
the United States in the conduct of an important area of its agricultural program, 

(d) Defense Production.—A provision of the Defense Production Act of 1950, 
which expired in 1953, provides another example of conflict between U. S. Con- 
gressional policy and GATT. Section 104 of that Act provided that quotas could 
be placed on the import of fats, oils, peanuts, butter, cheese, and rice when the 
Secretary of Agriculture found that such imports would impair domestic produc- 
tion, interfere with an orderly domestic storing and marketing program, or result 
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in unnecessary governmental expense under a government price support program. 
The purpose of the above quotas was to protect the essential security interests of 
the United States. 

This program violated Article XI of GATT and the contracting parties thereto 
promptly objected. At the Seventh Session of GATT, the contracting parties 
authorized the Netherlands to reduce the quota on wheat flour permitted to be 
imported from the United States as a retaliatory measure against cheese quotas 
imposed under Section 104. These same objections can be made today with re- 
spect to a quota on cheese or any other product imposed under Section 22 of the 
Agricultural Adjustment Act; and retaliatory action taken if and when OTC 
chooses. 

(e) Rubber Act of 1948.—Another legislative provision, which has now expired 
and which conflicted with Article XI of GATT, was Section 3 of the Rubber Act 
of 1948. (62 Stat. 102.) Pursuant to the above section the President was per- 
mitted to impose import restrictions on rubber so as to assure competitive equality 
with similar domestic products produced under governmental specification con- 
trols. These controls required that a certain percentage of total production be of 
synthetic rubber, and did not restrict rubber production. If Congress finds similar 
legislation necessary for rubber or another essential commodity in the future, it 
will be prevented from doing so by Article XI of GATT. 

(f) Presidential Power of Retaliation.—The President of the United States has 
the power by proclamation to exclude the importation of products from a foreign 
country which prohibits the importation of American products (15 U.S. C. § 75). 
Where American goods are being discriminated against by unreasonable charges, 
regulations and restrictions, he can specify new and additional duties to be levied 
on products from such country up to 50% of their value for the purpose 
of offsetting the disadvantage created by such discrimination. If the discrimina- 
tion persists, he can exclude all products of such country (19 U. 8. C. § 1338). 

The exclusion of foreign products to counteract discriminatory practices is 
not permitted by Article XI of GATT. If such discrimination is an impairment 
of GATT, the United States must first complain to the discriminating party and, 
if such is to no avail, then it must refer the matter to OTC. Only if OTC finds 
that there is in fact an impairment can the United States take retaliatory action. 
Furthermore, this retaliatory action is limited to the removal of substantially 
equivalent concessions or the imposing of substantially equivalent restrictions 
(See Articles XXIII and XXVIII). Thus, the broad powers of prompt and total 
ee which Congress has given to the President are rendered ineffective 
by io. 

(g) Eeport Controls——Under the Export Control Act of 1949, Congress has 
provided certain export controls to alleviate the short supply at home and abroad 
of materials necessary for the welfare of our domestic economy and for the ful- 
fillment of our foreign policy. Congress specifically found that unrestricted 
exports without regard to their potential military significance may affect national 
security (50 U.S. C. App. §§ 2021-22). In order to protect the domestic economy 
from the excessive drain of scarce material and to reduce the inflationary impact of 
abnormal foreign demand, Congress has given the President power to “prohibit 
or curtail the exportation from the United States . . . of any articles, materials 
or supplies . . . except under such rules and regulations as he shall prescribe”’ 
(Id. § 2023). The Secretary of Commerce, to whom the President has delegated 
his powers under the Act, has by regulation prohibited all exportations of com- 
modities from the United States, except to Canada or United States Armed 
Forces abroad, unless a license is issued therefor (15 CFR § 370.2). Special 
licenses, which may limit exports as to value, quantity, or time, are required 
for a tremendous range of commodities (Jd. § 373). The requirement of a special 
license is dependent upon the destination of the goods. A special license is not 
required for a shipment to countries in the Western Hemisphere (O Group) 
but may be required for a shipment to any other country (R Group). Where a 
special license is not reaahied. goods may be exported without any individual 
application for permission (under a general license) (Jd. § 371). 

his broad program of export licensing which applies to a list of products 
ranging from hog’s bristles to rubber is in complete opposition to the requirements 
of Article XI of GATT. It cannot be fitted into the exception of Article XI 
which permits export prohibitions or restrictions on a temporary basis to relieve 
critical shortages of foodstuffs or other essential products. It is neither tempo- 
rary nor is it necessarily limited to what may reasonably be considered essential. 

rticle XX (g) of GATT would permit these export licensing controls or 
restrictions if they related to the conservation of exhaustible natural resources 
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and if such measures were taken in conjunction with restrictions on domestic 
production. The United States export control program, however, does not oper- 
ate in conjunction with restrictions on domestic production, but is aimed rather 
at insuring sufficient production for the needs of national defense. Article XX 
(j) permits the employing of measures “essential to the acquisition . . . of 
products in general or local short — This contemplates only temporary 
measures and does not permit a broad export control program. 

Article XXI of GATT excepts from the general provisions of that Agreement 
any measures taken in time of war or other emergency in international relations. 
Although we are engaged in a “cold war” it does not appear that, at present, 
there is an emergency within Article XXI. A contracting party cannot nullify 
the prohibitions of GATT merely by erecting restrictions under a policy of long- 
range planning to meet future national emergencies. As a result, the whole 
system of export control which Congress has created is subject to a finding by 
OTC of impairment of GATT and to retaliation by the other members. 

(h) Tariff Act of 1930.—Section 7 of the Trade Agreements Extension Act of 
1955 permits the President, when he finds that an article is being imported into 
the United States in such quantities ‘‘as to threaten to impair the national secu- 
rity,’’ to take such action ‘“‘as he deems necessary to adjust the imports of such 
article to a level that will not threaten to impair the national security” (19 
U. S. C. §1352a). The quickest way to make the adjustment contemplated by 
Section 7 would be by the imposition of an import quota, but Article XI of GATT 
makes no provision for the imposition of an import quota or any other restric- 
tion on the basis of national security. Nor do restrictive measures taken under 
the vague standard of “national security”, without more, come within Article 
XXI of GATT. 

In this connection it should be noted that the “escape clause” of the Tariff Act of 
1930 permits the President to establish import quotas where the Tariff Commis- 
sion finds that a product on which a concession has been granted is, as a result of 
such coneession, being imported in such increased quantities, actual or relative, as 
to cause or threaten serious injury to a domestic industry producing like or directly 
competitive products (19 U. 8. C. § 1364). Here again a restriction on imports 
would be allowed contrary to Article XI of GATT. Article XIX, the “escape 
clause” of GATT, permits restrictions only where, as a result of unforeseen 
developments, importation of goods in actually increased quantities causes or 
threatens serious injury to domestic production. The ‘escape clause” of the 
Tariff Act does not come within Article XIX because it would permit restrictive 
measures where merely a relative increase in imports has occurred (e. g., where 
domestic consumption has decreased and the amount of imported goods consumed 
has remained the same). 

(i) Copyrights——The copyright law of the United States denies protection to a 
book if it is published originally in the English language and is not printed within 
the limits of the United States from type set therein (17 U. 8S. C. § 16). It does 
exempt from this printing requirement a maximum of 1,500 copies of a book first 
published in English abroad and imported into the United States within five years 
of such publication (Jbid.). The law further prohibits the importation of books 
which have not been printed in accordance with Seetion 16 so long as an American 
copyright is had on the work (Jd. § 107). These provisions conflict with Article 
Xl of GATT. Where a copyright has been granted on an English-language book, 
the law prevents, with the narrow exception noted, the importation of copies of 
such book printed in a foreign country. Clearly the spirit of Article XI is also 
violated, since the copyright law is aimed at protecting domestic publishers from 
the competition of copies printed abroad at lower cost. (See discussion of ecopy- 
right law under Articles IV and XIII). 


ARTICLE XII. RESTRICTIONS TO SAFEGUARD THE BALANCE OF PAYMENTS 
Analysis 


Article XII sets out a broad exception to the rule in Article XI prohibiting 
import quotas. Any contracting party, “in order to safeguard its external 
financial position and its balance of payments, may restrict the quantity or value 
of merchandise permitted to be imported.”’ Such restrictions may not exceed 
those necessary to stop a serious decline in monetary reserves or to achieve a 
reasonable increase in reserves, as the case may be. Contracting parties, how- 
ever, in carrying out their domestic policies, are not to use balance of payment 
restrictions to perpetuate an uneconomic employment of resources, and must 
recognize the desirability of adopting measures “which expand rather than 
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contract international trade.’”’ They must consult with others affected by the 
restrictions and may be subject to retaliatory action upon a finding by OTC that 
they are impairing the policies of GATT. 

If there is a widespread use of balance of payments restrictions indicating a 
general disequilibrium which is restricting international trade, OTC is to initiate 
discussions to consider whether other measures might be taken either by those 
parties with favorable or unfavorable balances of payment or by any “appro- 
priate intergovernmental organization’’ to remove the cause of the disequilibrium. 
Contracting parties, if invited by OTC, are required to participate in such dis- 
cussions. 

It can be readily seen that Article XII opens up a back door through which a 
majority of GATT members can escape their responsibilities under the Agreement. 
Obviously the United States cannot plead balance of payment difficulties and, 
therefore, we will have to stand by helplessly while “soft currency’”’ members 
impose onerous restrictions upon American imports to improve their monetary 
reserves. Having only one vote in OTC, the United States will have great 
difficulty convincing OTC that an impairment has occurred which would permit 
us to take effective retaliatory action. On the other hand, prompt restrictive 
measures taken by the United States to counteract a so-called “‘balance of pay- 
ment” restriction will be subject to an OTC finding of impairment on the part of 
the Lnited States and subsequent retaliatory action by others. Thus by virtue 
by Article XII the United States is rigidly bound by principles which other GATT 
members can freely evade. (See discussion under Article XIV). 

The requirement that a party whose balance of payments is exceptionally 
favorable must discuss measures to remove the causes of disequilibrium clearly 
refers to the United States. As the State Department’s Director of the Office of 
International Trade Policy acknowledged, this provision means that at such 
consultations America would be required to consider in good faith, a limitless 
variety of proposals from “‘have-not”’ nations, such as partial forgiveness of debts 
owed the U. 8. by those nations.” 


ARTICLE XIII. NONDISCRIMINATORY ADMINISTRATION OF QUANTITATIVE 
RESTRICTIONS 

Analysis 

Article XIII provides a corollary to Article XI. It states that no prohibition 
or restriction shall be applied on imports or exports as to one contracting party 
unless such is applied to all contracting parties. In other words, a quota which 
is permitted under GATT must be administered in a nondiscriminatory manner. 
In applying import restrictions, a contracting party must “aim at a distribution 
of trade . . . approaching as closely as possible to the shares’’ in total imports 
which substantially interested contracting parties would have in the absence of 
restrictions. This requirement appears to apply to export restrictions as well, 
since paragraph 5 of this Article extends the principles of this Article to export 
restrictions, whenever applicable. 


Conflicting United States legislation 


The broad powers granted to the President under Section 22 of the Agricultural 
Adjustment Act violate Article XIII. Although he may not restrict imports 
below a level which is 50 percent of a prior representative period, he is not restricted 
in how he distributes a quota placed on agricultural imports. Individual con- 
tracting parties to GATT, therefore, are not assured of their share of imports of 
such prior period. (See discussion under Article XI.) 

Under the Export Control Act, the Department of Commerce has adopted a 
policy which conflicts with Article XIII. (See discussion under Article XI.) 
Special licenses for individual exports of some products are required when they 
are shipped to a non-Western Hemisphere country, but not when they are shipped 
to a Western Hemisphere country. Hence, the administration of export quotas 
discriminates against some GATT members. 

The copyright laws of the United States violate Article XIII by restricting 
importation of copies of an English language book copyrighted in the United 
States and printed abroad. For example, a Frenchman who writes a book in his 
native tongue can copyright it in the United States and import copies from 
France for sale in the United States market. But an Englishman who writes a 
book in his native tongue and copyrights it in the United States cannot import 
copies printed in England for sale here if he wishes to retain his copyright protec- 


? Hearings, Senate Finance Committee on H. R. 1211, Sist Cong., Ist Sess., Part 2, p. 1241. 
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tion. Thus a discrimination is made between two GATT members in applying 
an import restriction. (See discussion under Articles IV and XI.) 


ARTICLE XIV. EXCEPTIONS TO THE RULE OF NONDISCRIMINATION 


This Article creates a broad exception to Article XIII. A contracting party 
which is permitted to apply import restrictions to restore or preserve its balance 
of payments (Article XII) or to impose restrictions to develop a backward economy 
(Article XVIII) may discriminate between contracting parties in applying such 
quotas. Such discrimination, however, may only be equivalent to those restric- 
tions on currency payments and transfers which the contracting party could impose 
under the International Monetary Fund agreement or under analogous provisions 
of a special exchange agreement entered into under Article XV of GATT. In 
other words, the discrimination in applying quotas on imports must be in a manner 
which does not exceed the effects of comparable restrictions on monetary exchange 
ae by the Fund or a special agreement. (See discussion under Article 

With its references to Articles XII and XVIII and the Fund, Article XIV is a 
welter of complexities. The late Senator Taft aptly concluded: 

“T suggest that if anybody can ever be held for violating this combination of 
things successfully, I would be very surprised ... It seems to me that the 
complications are such that a lawyer could drive a four-horse team through any 
obligation that anybody has.’’ ® 

The United States, which has a strong balance of payment position, cannot 
benefit from this Article. Since most other countries suffer mainly from dollar 
shortages, the United States has been the primary target of restrictions under this 
Article. During 1955, the following parties to GATT were applying discrimina- 
tory restrictions against United States exports under Article XIV: Austria, 
Brazil, Denmark, Finland, France, Germany, Italy, New Zealand, Norway and 
Sweden. In addition, the following parties to GATT were applying restrictions 
against United States and other countries under Article Xi: Australia, Chile, 
India, Indonesia, Pakistan, Turkey, Union of South Africa, Uruguay and 
Nicaragua.‘ 

ARTICLE XV. EXCHANGE ARRANGEMENTS 
Analysis 

In this Article GATT delegates certain of its functions to the International 
Monetary Fund, OTC and the Fund are to coordinate their policies when dealing 
with matters of joint interest. 

When OTC considers problems of monetary reserves, balance of payments or 
foreign exchange arrangements, it must consult with the Fund and accept its 
findings of statistical and other facts. It must also accept the judgment of the 
Fund as to whether a contracting party’s action on an exchange matter violates 
the provisions of the Fund. The Fund is to decide under Articles XII and XVIII 
(9) of GATT what constitutes a serious decline in a contracting party’s monetary 
reserves or a reasonable rate of increase in those reserves, as well as other financial 
matters. The two organizations are to work out procedures for consultation 
regarding these functions. 

he contracting parties agree not to violate the policies of the Fund Agreement 
by trade action, nor the policies of GATT by exchange action. If OTC feels that 
a party is using exchange devices to accomplish quantitative restrictions on im- 
ports that are prohibited under the GATT, it must report that fact to the Fund. 

Every contracting party must either be a member of the Monetary Fund or 
enter with OTC into a special exchange agreement, which becomes a part of the 
party’s obligations under GATT. A standard text for exchange agreements was 
adopted by GATT in 1949 and is discussed below.5 A contracting party which is 
not a member of the Fund must supply OTC with the financial and trade informa- 
tion required by Article VIII (5) of the Fund Agreement. OTC then forwards 
this information to the Fund (see below). 


U. S., legislation 


The extent to which the President has exceeded the authority delegated to him 
by Congress in the Trade Agreements Act is shown by the increase in our con- 
tractual liability on currency matters as a result of Article XV of GATT. If the 


3 Hearings, Senate Committee on Finance on H. R. 1211, 8ist Cong., First Sess., Part 2, p. 1263. 

4 Hearings, House Committee on Ways and Means on H. R. 1, 84th Cong., First Sess., Part 1, pp. 181-185, 
274-277. 

£ The complete text is reprinted in, Contracting Parties to GATT, Basic Instruments and Selected Docu; 
ments, Vol. II (Geneva, 1952), pp. 117-123. 
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President had not exceeded his authority, the currency functions delegated by 
Congress to the Fund would be strictly confined within the terms of the Articles 
of Agreement of the Fund. In addition. each of these functions would immediately 
revest in the Congress if America ever decided to withdraw from the Fund. In 
view of GATT this will no longer be the case. 

When Congress, in the Bretton Woods Agreements Act (22 U. S. C. § 286), 
authorized American membership in the International Monetary Fund, it was 
exercising its constitutional power to regulate the currency. In the Trade Agree- 
ments Act Congress was exercising its power over tariffs and foreign commerce. 

This basic distinction was subsequently lost by the President’s redelegation to 
GATT. Although currency and exchange matters are nowhere mentioned in the 
Trade Agreements Act, as amended, the President, purporting to act under author- 
ity granted by that Act, delegated control over United States currency to GATT. 
For instance, GATT bases certain of its key provisions on the par values of cur- 
rency established by the kund (See discussion of Article III); it delegates to the 
Fund the power to determine statistical and other facts,® as well as whether action 
by a contracting party to GATT in exchange matters accords with the Articles of 
Agreement of the Fund or with the terms of the special exchange agreement be- 
tween the contracting party and OTC. 

A State Department spokesman has argued that GATT’s reference to the 
Articles of Agreement is immaterial since America is a member of the Fund.’ 
This argument, however, misses the crucial point—that the total power over 
American currency and tariffs resting within these two international organizations 
is, by their interlocking relationship. greater than the delegation of power made by 
Congress in the respective authorizing statutes. Thus, if America should quit 
the Fund the major part of the currency functions that Congress delegated will 
never be returned to it but will remain with GATT, an international organization 
to which it has never delegated such power, and with the Fund, from which 
America has ostensibly withdrawn. 

First, let us consider the powers of the Fund. When Congress passed the 
Bretton Woods Act, it referred specifically to the Articles of Agreement of the 
Fund (22 U. 8. C. § 286). Furthermore, Congress carefully proscribed the actions 
that the President or America’s representatives on the Fund could take without 
congressional authorization (Id. § 286(c)). Nevertheless, by virtue of GATT, 


the Fund now exercises certain powers over our tariffs and foreign commerce and 


oe 


becomes a sort of policeman of a part of our tariff policy.” § 

Secondly, let us consider the powers of GATT if America should withdraw from 
the Fund. If America takes such action, it is legally bound to enter into a special 
exchange agreement with OTC.® 

By the terms of GATT’s standard exchange agreement America would be pre- 
vented from escaping from the controls of the Fund since GATT would step in to 
take the Fund’s place. For example, if America were no longer a member of the 
Fund, the par value of its currency would be fixed at the level previously agreed 
to with the Fund (Article II).!° It could change its par value only after con- 
sultation with the contracting parties, and if the change exceeded a certain 
percentage, could not do so if the contracting parties objected (Article VI). The 
United States could impose limitations on exchange operations in a scarce currency 
only after consultation with the contracting parties, after the Fund had formally 
declared such currency scarce, and only until the Fund declared that currency 
no longer scarce (Article IX). America would have to continue to furnish the Fund 
comprehensive information about its trade and financial affairs as required by 


6 As stated by Senator Millikin and agreed to by the State Department’s Director of the Office of Inter- 
national Trade Policy, ‘‘. . . when the Fund presumably looks over the field of fact involved in a particular 
question and reaches a decision as to a policy matter, that decision becomes binding upon the contracting 
parties . . . that goes beyond a mere naked certification of facts. ..’’. Hearings, Senate Finance Com- 
mittee on H. R. 1211, 81st Cong., First Sess., Part 2, p. 1293. 

’ Hearings, Senate Finance Committee on H. R. 1211, 81st Cong., First Sess., Part 2, p. 1229. 

§ Senator Millikin, in Hearings, Senate Finance Committee on H. R. 1211, 81st Cong., First Sess., Part 2, 
p. 1291. 

“On monetary matters, the CONTRACTING PARTIES are required to rely upon the Fund’s findings 
on statistical and other facts, and indeed, on the Fund’s judgment as to certain of the basic determinations 
involved in the resort to import restrictions.’’ Report adopted by the Contracting Parties on June 20, 
1949, in Contracting Parties to GATT, Basic Instruments and Selected Documents, Vol. Il (Geneva 1952), 
p. 93. 

* This provision regarding exchange agreements is an excellent example of the consequences of delegation 
running rampant. The President purporting to act under authority of the Trade Agreements Act, contrac- 
tually binds America to enter into a future agreement dealing with currency, a subject over which Congress 
has exclusive constitutional power. 

10 The articles in parentheses in this paragraph are those of the Standard Exchange Agreement. 
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Article VIII(5) of the Articles of Agreement of the Fund (Article XIII)." 
The United States Treasury, the Federal Reserve Bank and any other appropriate 
fiscal agency would be barred from using discriminatory currency arrangements 
(Article VII). 

There is still another respeet in which the President exceeded his authority 
under the Trade Agreements Act. Congress, in the Bretton Woods Act, authorized 
the President to enter into a currency agreement with specific parties, i. e., onl 
those nations belonging to the Monetary Fund. Under Article XV of GATT, 
however, the President has agreed, if America should quit the Fund, to enter into 
an exchange agreement with nations that do not belong to the Fund. For instance, 
New Zealand, one of the contracting parties, is presently not a member of the Fund. 
In addition, other contracting parties may in the future quit the Fund while 
remaining members of GATT. 


ARTICLE XVI. SUBSIDIES 
Analysis. 


Article XVI requires that a contracting party granting a subsidy that operates 
directly or indirectly to increase the export or decrease the import of products 
affected thereby must notify OTC of the extent and nature of the subsidy, its 
estimated effect, and the circumstances making the subsidy necessary. Where it 
is determined that a serious threat of injury to another contracting party exists, 
the subsidizing party must confer with such party or OTC with a view to limiting 
the subsidization. 

Article XVI states that contracting parties should seek to avoid the use of 
subsidies on the export of primary products. It forbids an export subsidy on 
primary products if it would give the subsidizing party a greater share of world 
trade than it would have during a normal representative period. It requires 
that any export subsidy on other than a primary product be abolished by Janu- 
ary 1, 1958, if such subsidy has the effect of lowering the export price below the 
domestic price for such article. 


Conflicting U. S. Legislation 


(a) Agricultural Program.—Since the Agricultural Adjustment Act of 1933, the 
United States Congress has provided a vast and flexible program to insure a 
healthy U. 8. agriculture and a proper flow of farm products in the American 
economy. This program enables the Secretary of Agriculture and various agencies 
under his control (a) to pay benefits to producers who voluntarily restrict their 
production or marketing, (b) to purchase surplus produce at parity prices, (c) to 
make loans to producers, and (d) to carry out other functions in the interest of 
consumers, producers and the conservation of resources (AAA of 1933, 7 U.S. C. 
§§ 602, 608; AAA of 1938, 7 U. 8. C. § 1282). 

The Commodity Credit Corporation Charter Act empowers that governmental 
corporation, when directed by the Secretary of Rgreatare, to maintain agri- 
cultural prices at a level high enough to give the producer a purchasing power at a 
parity with that of a prior fixed period. This is accomplished through loans, 
purchases, payments and benefits (15 U. 8. C. § 713). These parity payments 
are made on certain basic commodities such as tobacco, corn, rice, cotton, wheat 
and peanuts and on other commodities (AAA of 1938, 7 U. 8. C. §§ 1421, 1441). 

This program of domestic subsidies, designed to insure a fair return to the 
farmer, of necessity permits him to produce and sell commodities which he might 
not normally be able to produce profitably without government price supports. 
Thus, the demand for imported agricultural products is lessened and a situation 
results which Article XVI of GATT is intended to prevent. 

An important aim of our agricultural legislation is to encourage and foster 
exports of agricultural products. The Agricultural Adjustment Act of 1933, as 
amended, requires the appropriation of an amount equal] to 30 per cent of the an- 
nual gross receipts from all customs duties of the preceding year, among other 
purposes, for the encouragement of our agricultural exports and for the indemnifi- 
eation from losses incurred on such exports (7 U. 8. C. § 612c). Such funds can 
be used for governmental purchase of domestic surpluses at supported prices and 
for resale abroad (15 U. 8. C. § 714c). For instance, between April 1, 1952 and 
December 31, 1954, the Commodity Credit Corporation sold abroad about 260 
aa of Contracting Parties to GATT, Basic Instruments and Selected Documents, Vol. I (Geneva’ 

12 Teh = to note that it was the delegation of the United Kingdom, and not of the United States, 
that expressed concern over the fact that a special exchange agreement “‘required the CONTRACTING 


PARTIES to exercise authority in exchange matters”. Contracting Parties to GATT, Basic Instruments 
and Selected Documents, Vol. Il (Geneva, 1952), p. 134. 
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million pounds of dairy products for commercial and welfare uses. Here we have 
a situation where the proceeds of duties imposed on foreign imports, some of which 
may be agricultural products, are being employed to subsidize American agricul- 
tural exports. This direct subsidy conflicts with the provisions of Article XVI. 

If the United States ratifies the OTC agreement, that Organization may find 
that by means of export subsidies the United States is dumping its surplus agricul- 
tural production on the international market with the result that the United 
States is exceeding its fair share of international trade in primary products or 
exporting secondary products at less than their domestic price. Under Article 
XVI the United States would bind itself to revamping what it considers a vital 
and necessary agricultural program. Import restrictions which are an integral 
part of U. 8. agricultural legislation also conflict with basic GATT requirements. 
(See Section 22 of the Agricultural Adjustment Act of 1933, as amended, and 
Section 104 of the Defense Production Act, treated supra under Article XI.) 

(b) Defense Production—An important statute which may be seriously re- 
stricted by Article XVI of GATT is the Defense Production Act of 1950, as 
amended, which gives the President the power to subsidize production of domestic 
products when he considers such to be necessary to insure adequate supplies for 
national security (50 U. 8. C. App. § 2093 (c)). Specifically, he may subsidize 
when he finds that under “generally fair and equitable ceiling prices’ for raw 
materials a decrease in supplies from high-cost sources would result, or that 
temporary increases in transportation costs threaten to impair maximum produc- 
tion at stable prices. The policy of the Defense Production Act is to make adjust- 
ments in the economy to develop and maintain whatever military and economic 
strength is necessary to promote peace, oppose aggression and to carry out our 
0 under the U. N. Charter and regional agreements (50 U. 8. C. App. 

2062). 

Such a broad program of domestic subsidies requires, upon request, consultation 
with other contracting parties to GATT when they feel that their exports to the 
United States are being adversely affected thereby. Hence the flexibility of the 
subsidy provisions of the Defense Production Act may be greatly impaired. 
Article XXI of GATT excepts from GATT’s general provisions measures taken 
in time of war or other emergency in international relations, or relating to the 
traffic in arms and other goods carried on directly or indirectly for the purpose of 
supplying a military establishment. But the broad long-range program of 
fostering the essential industries contemplated by the Defense Production Act 
goes beyond the apparent scope of this exception. As long as a “cold war” 
exists, some form of defense production planning will be necessary. Compliance 
with the subsidy provisions of GATT might make any effective plan impossible. 

(c) Miscellaneous ——The meaning and scope of the term ‘“‘subsidy” as used in 
Article XVI is not clear. It is possible that fast write-offs for tax purposes, 
preferential railroad rates allowed on goods destined for export, the loan of Gov- 
ernment equipment to domestic industry, technological research by Government 
agencies and many other indirect governmental aids to domestic industry may be 
considered as subsidies in future interpretations of Article XVI by OTC. For 
example, pursuant to the regulations promulgated under the Armed Services 
Procurement Axt of 1947 (41 U. S. C. § 151 et seq.) governing the placing of 
government contracts, administrative machinery has been set up to find and report 
on “the existence of labor surplus areas.” After such a finding, preference may 
be given to such areas in the placement of government contracts. (Dep’t. of 
Defense Directive 4105.32— Nov. 28, 1952 CCH Government Contracts Reporter, 
paragraph 2261.) 

Similarly, the Defense Production Act of 1950 authorizes the President to make 
loans to contractors to expedite production and deliveries where other financing is 
not available to the contractor (50 U. 8S. C. § 2092). The Export-Import Bank 
of Ya under Executive Order 10480 is authorized to make similar loans 
for use in foreign business. 

(d) State and Local Laws.—In considering the effect of Article XVI, we cannot 
stop at the level of Federal action. If, for instance, a city in a cotton-producing 
area should decide to help a growing textile industry by exempting it from local 
taxes, this might seriously affect foreign textile interests. Such might also be 
the case if a city should give factory space rent-free to encourate the influx of 
manufacturers and hence create job opportunities. In either case, the United 
States Government might be obliged to account to the other contracting parties 
of GATT as to the nature of such subsidy and might poe be required by 
OTC to limit or abolish such subsidization. (See Article X XIV(12).) 
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ARTICLE XVII. STATE TRADING ENTERPRISES 
Analysis 

An enterprise which is a state agency or which is given special privileges by the 
state is required to conduct all its purchases or sales which concern either imports 
or exports in accordance with the nondiscriminatory treatment which GATT 
demands of the contracting parties. Any transaction by a state trading enterprise 
must be motivated by commercial reasons only and afford trade opportunities to 
the enterprises of other contracting parties on a competitive basis. But govern- 
mental imports for public use, and not for resale or use in the production of goods 
for sale, are exempted from the requirements of this Article. State trading enter- 
prises are required to report to OTC on their operations. 

The purpose of Article X VII is to prevent a contracting party from accomplish- 
ing through governmental trading enterprises what it could not do by general 
laws and regulations under GATT. A governmental enterprise, having much 
larger financial resources than a private company, might well be able to monopo- 
lize the market or trade in certain imports or exports: Through arbitrary prices 
and selection of sellers or buyers, such a monopoly could be used as a discrimina- 
tory and political weapon against other contracting parties. Article III(4) 
prohibits the use of an import monopoly to afford protection to domestic products 
in excess of that afforded by the GATT schedules of duties. 

OTC will have great difficulty in policing the activities of state trading enter- 
prises in order to bring their practices into conformity with Article XVII. To 
find the hidden subsidization prevalent in such operations and to draw a line 
between ‘‘commercial’’ and ‘political’? considerations may often be impossible. 
Hence, Article XVII will do little to deter financially weak GATT members, who 
will be prone to resort to direct governmental trading, from hampering the free 
and competitive flow of United States exports in international trade. 


ARTICLE XVIII. GOVERNMENTAL ASSISTANCE TO ECONOMIC DEVELOPMENT 


Analysis 


In keeping with GATT’s purpose to raise living standards throughout the 
world, Article XVIII recognizes that it will be necessary for some countries to 
take protective measures affecting imports to develop their economies, which can 
support only a low standard of living and are in the early stages of development. 
Such countries are permitted with the consent of OTC to 

(1) withdraw tariff concessions; 

(2) impose import restrictions on quantity or value to correct balance of 
payments difficulties; and 

(3) in special circumstances to impose further restrictions on imports. 

Where scheduled concessions are withdrawn, there must be consultation with 
all substantially interested parties and adequate compensation for such with- 
drawal must be given. Import restrictions for balance of payments difficulties 
may be imposed to forestall a serious decline in monetary reserves or to achieve 
a reasonable increase of reserves where such are inadequate. Such restrictions 
must be progressively relaxed as the conditions requiring them improved and 
must be eliminated when they are no longer justified. Where OTC finds that 
no measures consistent with other provisions of GATT are adequate to further 
the purpose of economic development, it can permit further restrictions on im- 
ports over and above those which would be necessary to rectify balance of pay- 
ments difficulties. Where the economy of a contracting party is in the process 
of development even though it may be able to support more than a low standard 
of living, such party may still take restrictive action with the permission of OTC. 

Article XVIII specifically provides, however, that no measures can be taken 
which deviate from the requirements of Articles II, III and XIII (subject to the 
provisions of Article XIV). In other words, although import quotas can be 
permitted by OTC, they may not be discriminatory, and tariff concessions cannot 
be removed without adequate compensation. 

Although Article X VIII is long and complex, its standards are extremely vague 
and uncertain. It gives OTC broad discretion to permit serious impediments to 
international trade. As the judge of whether an economic developmental pro- 
gram contributes to raising living standards, OTC can exercise considerable con- 
trol over domestic policy. It can refuse the application of a member for a release 
from GATT obligations under Article XVIII on the ground that the particular 


13 Hearings, Senate Finance Committee on H. R. 1211, 8ist Cong., First Sess., Part 2, pp. 1299-1303, 
1335-1343. 
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industry or industries that it wishes to develop would be an uneconomical enter- 
prise in that country. OTC in granting releases will be concerned with the 
development of resources which it believes increase world-wide rather than 
domestic prosperity. 

In§1949, the contracting parties to GATT granted Ceylon a five-vear{release 
under Article XVIII as to restrictions on the import of cotton textiles.“ Under 
Ceylon’s Industrial Production Act off1948,fcertain products from abroad can be 
imported into Ceylon only if purchases of similar local products are made in a 
specified ratio to the quantities imported. This ratio, and hence the burden on 
the importer, increases when the total domestic production figure for the particular 
product is increased. GATT members granted the release to Ceylon only upon 
the assurance by that country that the domestic production figure used in the 
ratio would not exceed textiles which could be produced from domestically grown 
raw cotton. In effect, GATT members were imposing their concept of the most 
efficient method for economic development. Ceylon could not use import re- 
strictions to protect a growing industry unless that industry used a prescribed 
source of raw materials. A similar price might have to be paid by the United 
States for any protective measures which we enact to further the expansion of a 
new American industry. 


ARTICLE XIX. EMERGENCY ACTION ON IMPORTS OF PARTICULAR PRODUCTS 


Analysis 


Article XIX, the so-called escape clause, provides that concessions may be 
withdrawn or obligations suspended if in view of unforseen developments they 
result in a product being imported in such increased quantities as to cause or 
threaten serious injury to domestic producers. The contracting party wishing 
to take action must first notify the Organization and consult with the Organiza- 
tion and all affected countries before taking such action except in the case of 
critical circumstances when consultation may take place after action is taken. If 
agreement is not reached, and action is nevertheless taken, the affected contract- 
ing parties may take equivalent retaliatory action. 


Conflicting U. S. Legislation. 


This Article conflicts with the escape clause contained in the Trade Agreements 
Act of 1934, as amended (19 U. 8S. C. § 1364), which provides that increased 
imports, either actual or relative, shall be considered as the cause or threat of 
serious injury to domestic industry. In other words, if a domestic industry or 
segment thereof has not succeeded in keeping its proportional share of the domestic 
market, whether that market has been shrinking or expanding, it may cite its 
relative loss as evidence of injury before the Tariff Commission which then makes 
recommendations to the President. Article XIX of GATT provides for relief 
only in the event that “increased quantities’ are being imported. Thus, if the 
President were to follow the escape clause procedure set forth by Congress and 
withdraw a concession on the basis of the fact that a domestic industry has been 
injured by an increase in the relative amount of imports of a product, the GATT 
escape procedure would be violated. 

Article XIX of GATT also limits the discretion of the President since it requires 
this country to give notice in writing to OTC as far in advance as may be prac- 
ticable and to afford OTC and interested contracting parties an opportunity to 
consult in respect of the proposed action. Only under “critical circumstances,” 
the interpretation of which will presumably rest with OTC, could the President 
take action prior to consultation. The discretion which Congress intended the 
President to exercise in connection with the withdrawal of concessions is accord- 
ingly restricted since our statute provides that the President shall act after 
receiving the advice of the Tariff Commission. 

The GATT escape clause permits action only if serious injury is a result of 
“unforeseen developments.” This limitation is not contained in the United 
States escape clause and proposals to include comparable language have been 
defeated. (See Senator Millikin’s comments in Hearings before Committee on 
Finance, United States Senate, Eighty-second Congress, First Session, on H. R. 
1612—Part 1, pp. 43-46.) 


4 Contracting Parties to GATT, Basic Instruments and Selected Documents, Vol. I, pp. 21-27 (1952), 
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ARTICLE XX. GENERAL EXCEPTIONS 
Analysis 

As long as they are not applied in an arbitrary or discriminatory manner, 
GATT excepts from its requirements certain governmental measures. These 
include regulations or laws necessary to (a) protect public morals and human, 
animal or plant life, (b) protect patents, trade-marks and copyrights and prevent 
deceptive practices, (c) conserve exhaustible natural resources in conjunction 
with restrictions on domestic production or consumption, and (d) relieve a tem- 
porary shortage of goods. 

Article XX (h) further excepts measures taken pursuant to any intergovern- 
mental commodity agreement which (1) conforms to criteria submitted to 
OTC and not disapproved by it, or (2) is itself submitted to OTC and not 
disapproved. An interpretative note to GATT extends this exception to any 
commodity agreement in conformity to a resolution adopted by the U. N. Eco- 
nomic and Social Council (ECOSOC) on March 28, 1947. That resolution adopts 
as a guide in commodity matters the general provisions of the defunct ITO 
Charter (Chapter VI of the final ITO draft). In brief, the ITO Charter stated 
that there were special difficulties in the trade of certain commodities, caused by 
factors such as the disequilibrium between production and consumption, which 
could not be rectified by ordinary market forces, and it permitted international 
commodity agreements, regulating production, prices and trade for the purpose of 
adjusting such special difficulties. 

By setting up vague and generalized exceptions to GATT, Article XX invests 
OTC with sweeping interpretative and police powers. No adequate standard 
for acceptable international commodity agreements is provided for the guidance 
of GATT members. Today, the United States is a party to several such agree- 
ments. For instance, under the Inter-American Eoftee Agreement of 1940, 
Congress has provided that the United States shall permit no imports of coffee 
from any country, except as provided in that agreement (19 U. C. § 1355). 
There is no way of knowing at this time whether such an import restriction is 
permitted under Article XX. OTC may find in the exercise of its discretion that 


measures taken under said Coffee Agreement or any other commodity agreement 
are not “acceptable.” 


ARTICLE XXI, SECURITY EXCEPTIONS 
Analysis 


This Article excepts from the other GATT provisions measures which are 
necessary to protect essential security interests (a) “taken in time of war or other 
emergency in international relations,” (b) relating to fissionable materials or (c) 
relating to the traffic in implements ‘of war and other goods to supply a military 
establishment. Nothing in GATT shall be construed to prevent action in pur- 
suance of obligations to maintain international peace and security under the 
United Nations Charter. 

As has been noted in the discussions of Articles XI and XVI, supra, the broad 
language of Article X XI must be strictly construed. Otherwise, the exceptions 
in Article X XI could be used to limit severely the effect of the other GATT 
provisions. At a hearing before the Senate Finance Committee, Mr. Winthrop 

rown of the State Department defined the “emergency in international rela- 
tions” contemplated by Article X-XI as follows: 

ea I think it would be a very serious situation; for example, breaking of 
diplomatic relations—that kind of situation.” 

The present ‘‘cold war’’—a continuing international struggle within the frame- 
work of normal diplomatic relations—is probably not such an “emergency” as 
would permit restrictive measures under ENT. Despite the waiver granted to 
the United States in respect of its obligations to Communist Czechoslovakia,'* 
such leniency by OTC cannot be expected in connection with broad programs, 
such as export controls, which affect non-Communist members. (See discussion 
of Article KXV. ) 


ARTICLE XXII, CONSULTATION 


Each contracting party is required to afford opportunities for consultation 
regarding representations that may be made by another contracting party with 
respect to any matter affecting the operation of the Agreement. if no satisfac- 
tory solution can be reached by the consulting parties, OTC may join the consul- 
tation upon the request of any party. 


16 Hearings, Senate Finance Committee on H. R. 1211, 81st Cong., First Sess., Part 2, p 
1 Contracting Parties to GATT, Press Release, GATT /66, Survey ‘of the Sixth Session, Ga. %, 1951, p. 2. 
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ARTICLE XXIII. NULLIFICATION OR IMPAIRMENT 
Analysis 

Where any contracting party considers that a benefit accruing to it, directly 
or indirectly, under GATT is being nullified or impaired either by measures 
directly conflicting with GATT or otherwise, it can make written proposals to the 
other party concerned. If no satisfactory agreement is reached, the aggrieved 
party may refer the matter to OTC. That organization is to investigage the 
matter promptly and make appropriate recommendations to the parties con- 
cerned (OTC Article 14 (a)). if it finds a serious impairment, OTC can authorize 
the parties affected to withdraw the application of such concessions from the 
wrongdoer (OTC Article 14 (b)). The wrongdoer may then withdraw from 
GATT after giving 60 days’ notice to OTC. 

The above procedure prevents the President of the United States from exer- 
cising promptly the various powers over imports and exports which Congress has 
delegated to him. (See discussions under Articles II, III, XI, and XIX.) OTC 
moreover in the future attempt to determine the extent to which the President 
may exercise such powers. 

Parr III 


ARTICLE XXIV. TERRITORIAL APPLICATION FRONTIER TRAFFIC CUSTOMS UNIONS 
AND FREE TRADE AREAS 

Analysis 

This Article allows the formation of customs unions (i. e., two or more customs 
territories with substantially free trade between each other and a single tariff 
policy towards nonunion countries), so long as the duties and trade regulations 
are generally not higher or more restrictive than those that existed before. Any 
interim agreement for the formation of a customs union must be reviewed by the 
contracting parties to GATT to decide whether a union will result within a reason- 
able period of time. Free trade areas (i. e., two or more customs territories with 
substantially free trade between each other) are treated in a similar manner. 
The parties to GATT, however, may nevertheless approve the formation of a 


customs union or free trade area even though not formed in full conformity with 
this Article. 


ARTICLE XXV. THE ORGANIZATION FOR TRADE COOPERATION 
Analysis 

This Article joins OTC and GATT and provides that all contracting parties 
shall become members of OTC as soon as possible. OTC is empowered: (1) to 
give effect to those provisions of GATT which expressly call for OTC action or 
which involve joint action, and (2) to carry on any other activities provided for 
in the OTC Agreement. Such OTC activity would include (a) interpreting the 
GATT articles, (b) determining when an impairment of GATT has occurred and 
prescribing allowable retaliatory action (Article X XIII), (c) making the various 
and complex determinations required in connection with “balance of payments” 
and “economic development” restrictions (Articles XII, XIV, XV, XVIII), (d) 
granting waivers (OTC Article 13), and (e) ascertaining the need for tariff modi- 
fications (Articles XIX and XVIII). 

OTC’s power to grant waivers is of particular importance to the United States. 
While many contracting parties can employ trade restrictions and discriminations 
permitted by the ‘“‘balance of payments” and “‘economic development” exceptions, 
the United States must depend upon securing the consent of the other GATT 
members in order to obtain relief from the sweeping requirements of GATT. 
OTC can waive an obligation imposed on a contracting party only in ‘‘exceptional 
circumstances” and by a two-thirds vote of more than half of the OTC members 
(OTC Article 13). he United States will have only one vote to cast when a 
waiver is being considered (OTC Article 8). 

In the light of past events it seems unlikely that OTC will be predisposed to 
grant waivers to the United States in the future. Under Section 104 of the Defense 
Production Act, the United States has for a number of years placed quotas on 
the import of dairy products. Other contracting parties complained that these 
quotas constituted an impairment of Article XI. By resolution of October 26, 
1951, the contracting parties counselled those countries affected by the quotas 
to withhold retaliatory action for a reasonable time only because the State Depart- 
ment promised to seek a speedy repeal of Section 104.% On November 8, 1952, 


1? The Contracting Parties to GATT, Basic Instruments and Selected Documents, Vol. I, p. 16 (1952). 
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the contracting parties permitted the Netherlands to limit imports of United States 
wheat to 60,000 tons for the year 1953.3 They noted that the United States had 
failed to repeal Section 104 and that despite amendments and mitigating admin- 
istrative action, the quotas were still doing serious damage to some contracting 
parties. After Section 104 had expired, the contracting parties by resolution of 
October 13, 1953, permitted the Netherlands to impose the same wheat restric- 
tions for 1954, since import restrictions on dairy products were still being imposed 
under Section 22 of the Agricultural Adjustment Act.!® Finally, faced with 
continued United States import restrictions on not only dairy but other products 
under Section 22, the contracting parties on March 5, 1955, granted the United 
States a ‘‘waiver’’ as to such quotas, but they specifically reserved the right to 
take retaliatory measures. Thus, no real waiver was granted at all—no special 
exception to GATT obligations was created. This case history illustrates the 
futility of depending upon the waiver power of OTC as an instrument for safe- 
guarding essential American interests. (For further discussion of § 104 of DPA 
and § 22 of AAA, see Article XI in this Appendix.) 

Article XXV (3) provides that those contracting parties who have accepted 
OTC may decide, at any time after OTC has become effective, that a contracting 
party who has not accepted OTC shall cease to be a party to GATT. This pro- 
vision emphasizes the union of GATT and OTC. 


ARTICLE XXVI, ACCEPTANCE, ENTRY INTO FORCE AND REGISTRATION 


Analysis 


Under this Article, GATT will enter into force when it has been accepted by 
the governments whose territories account for 85 percent of the external trade 
of those who participated in the Geneva negotiations of 1947 and those who have 
acceded to the Agreement since then. At present, GATT has only been pro- 
visionally accepted by the contracting parties which means that Part II (Articles 
IV—XXIII—the commercial provisions) has been accepted only “to the fullest 
extent not inconsistent with existing legislation’ on the date of such acceptance 
(October 30, 1947 for the United States). 

Presumably, if Congress approves OTC, the State Department will be prepared 
to accept GATT definitively. The discussion in this Appendix of United States 
legislation which conflicts with GATT, has not been confined to laws enacted 
after October 30, 1947 in view of the fact that after definitive acceptance of 
GATT, all of our laws should conform to GATT. It should be noted, however, 
that a great many of the statutory provisions discussed herein were enacted 
after October 30, 1947 (e. g., Export Control Act, amendments to Section 22 of 
AAA, Defense Production Act, and Sugar Act of 1948). Perhaps most important 
of all, Congress will be bound by GATT from enacting any future legislation 
along the lines of those statutes discussed above. 


ARTICLE XXVII. WITHHOLDING OR WITHDRAWAL OF CONCESSIONS 


Analysis 

Any contracting party at any time is free to withhold or withdraw in whole or 
in part any concession, provided for in the appropriate Schedule annexed to the 
Agreement; when the party with which the concession was initially negotiated has 
not yet become, or has ceased to be, a contracting party. A contracting party 
which withholds or withdraws a concession is required to notify OTC and upon 
request, to consult with other contracting parties who are substantially interested 
in the product concerned. 


ARTICLE XXVIII. MODIFICATION OF SCHEDULES 
Analysis 

This article, in conjunction with the impairment procedure of Article X XIII, 
gives OTC control and supervision over the application and enforcement of 
GATT. First, all scheduled duties are made permanent until December 31, 
1957, unless OTC determines that special circumstances exist which justify modi- 
fication. Second, if OTC makes such a determination, any party wishing to make 
changes in its schedule must confer with all substantially interested parties. 
Finally, if no agreement can be reached, even after referral to OTC for recom- 
mendations, then a party may make changes. But if OTC finds that any such 


18 The Contracting Parties to GATT, Basic Instruments and Selected Documents, First Supplement. 
pp. 31-33 (1953). 
1% Jd., Second Supplement, p. 28 (1954). 
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withdrawal of concessions has not been otherwise compensated for, it may permit 
the affected parties to remove substantially equivalent concessions. 

At the commencement of 3-year intervals, the first starting on January 1, 1958, 
the contracting parties may modify or withdraw concessions through negotiation; 
however, such agreements should provide compensatory adjustments. If agree- 
ment is not reached and unilateral action is taken or an agreement is reached 
without adequate compensation (OTC being the judge of adequacy), then parties 
affected may take retaliatory action. 


ARTICLE XXIX. TARIFF NEGOTIATIONS 
Analysis 


Article X XIX is in the nature of an invitation to all contracting parties to enter 
into multilateral negotiations for the purpose of substantially reducing the general 
level of tariffs, the binding of existing rates, or the setting of maximum rate 
levels. From time to time, OTC may sponsor such negotiations, which must take 
into account the needs of individual contracting parties, the requirements of less- 
developed countries for more flexible tariff protection, and other relevant cireum- 
stances, including fiscal. developmental and strategic needs. It is recognized that 
the success of multilateral agreements depends upon participation of all contract- 
ing parties which conduct a substantial part of their external trade with each 
other. 

Although simply an approval of multilateral trade adjustment, Article XXIX 
is significant in two respects. First, it emphasizes the GATT approach to tariff 
negotiations which involves binding present duty-free categories and the present 
level of duties against increase with a view to a progressive lowering of duties in 
future negotiations. Second, after calling for the breaking down of trade barriers, 
it reiterates the need for the protection of underdeveloped countries or those in 
balance of payment difficulties. (See discussions of Articles XII, XIV, and 
XVIII.) 

ARTICLE XXX. AMENDMENTS 


Amendments to Part I of GATT do not become effective until they are accepted 
by all of the parties to the Agreement. Other amendments become effective when 
approved by two-thirds of the contracting parties, but they are effective only as 
to those parties accepting the amendments. OTC may decide that any amend- 
ment made effective pursuant to the two-thirds rule is of such nature that any 
party which has not accepted it may withdraw from the Agreement or remain 
party with the consent of OTC. 


ARTICLE XXXI. WITHDRAWAL 


After a contracting party has definitively accepted GATT, it is free to withdraw 
from the Agreement only after giving 6 months’ notice to OTC. But where OTC 
has authorized retaliatory action against a contracting party which has impaired 
its obligations under GATT, that party may withdraw upon 60 days’ notice 
2 (12) a (Articles XXVIII (12) and XXI11). 

Under their present provisional acceptance of GATT, the contracting parties 
may withdraw upon 60 days’ notice. 


ARTICLE XXXII. CONTRACTING PARTIES 


Any country which is applying the Agreement either definitively or provisionally 
is considered a contracting party to the Agreement. 


ARTICLE XXXIII. ACCESSION 


A government which is not a contracting party to GATT may accede thereto on 
terms to be agreed between such government and OTC. Acceptance of the OTC 
Agreement is a prerequisite to any accession to GATT. OTC will take action on 
accession by a two-thirds majority of the contracting parties. 

The negotiation of a schedule of tariff concessions between the acceding govern- 
ment and the contracting parties would be a necessary part of any accession. 
Under Article III the acceding party would be entitled not only to all concessions 
negotiated at that time, but to all concessions by the other contracting parties 
already contained in the GATT Schedules. (But see Article XX XV.) 
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ARTICLE XXXIV. ANNEXES 


The annexes to the Agreement are made a part thereof. The annexes include 
the existing preferences, the schedules of concessions and duty-free categories and 
notes interpreting the various Articles. 


ARTICLE XXXV. NON-APPLICATION OF THE AGREEMENT BETWEEN PARTICULAR 
CONTRACTING PARTIES 


GATT or alternatively the schedules under Article III shall not apply as 
between two contracting parties where (a) they have not entered into tariff negoti- 
ations with each other and (b) either of them, at the time either becomes a con- 
tracting party, does not consent to such application. 


APPENDIX C 
HaARDBOARD Controversy (H. R. 5559) 


The recent international clamor over a simple change in the classification of 
hardboard provides an illuminating example of the difficulties which would be 
encountered if the United States became a member of Organization of Trade 
Cooperation. Hardboard is a product produced largely from wood otherwise 
having little commercial value. When hardboard was & relatively new article of 
commeree, the Customs Bureau included it in the ‘‘paper” schedule, but recently, 
after hearings and study by the Tariff Commission, the Senate “Finance Com- 
mittee recommended that the product be placed in the ‘“‘wood products” category 
where the House of Representatives and a majority of the Tariff Commission 
members agree it belongs. Since another item of tariff legislation, namely, H. R 
5559, to make permanent existing free importation of gifts from members of the 
Armed Forces of the United States on duty abroad, was pending, the Senate 
Finance Committee suggested that the problem be disposed of by an amendment 
to that bill, and this was done by the Senate during this Session. 

This simple action produced a hue and ery difficult to understand. Charles 
Taft, the spokesman for an organization called The Committee for a National 
Trade Policy, issued a press release in which he described the action as ‘‘unworthy 
of the dignity of the Senate.”’ Canada, Sweden and Finland, which together sell 
about $2,000,000 worth of hardboard per year in this country, filed strongly- 
worded protests with the State Department which, in the language of diplomats, 
signifies a considerable degree of apprehension. 

The effect of reclassifying hardboard was to raise the customs rate on the most 
commonly sold grade of hardboard—the one-eighth-inch screenback tempered 
grade—from around $2.75 per thousand square feet to approximately $4 per 
thousand square feet on the basis of current prices. In some cases, because this 
is an ad valorem rate which varies according to price, the figures may be higher. 
Since, however, foreign producers are currently selling this grade of hardboard 
for at least $10 per thousand square feet under prices quoted by domestic pro- 
ducers as a result of their lower labor costs or lower transportation costs, or both, 
there is no reason to believe that a price increase would impair their position in 
the United States market. The spread is not this large for Canadian producers 
but they enjoy the advantage of proximity to the big markets. The Canadian 
protest stated that if the reclassification were to be effected “it would be contrary 
to the spirit and intention of the General Agreement on Tariffs and Trade, which 
governs trade relations between Canada and the United States,’”’ and would be 
“entirely outside the procedures which have been established.’ 

If OTC is approved by the Congress, the authority for making simple reclassi- 
fications such as the reclassification of hardboard will be vested in OTC. The 
technological revolution presently in progress makes the question of classification 
of primary importance; new products are being devised daily. The record shows 
that in 1947, when the present rate for paper products was negotiated in Geneva, 
the question of hardboard did not arise. Hardboard however, was classified as 
& paper product and thereupon it became enmeshed in the massive complex of 
concessions and trade rules embodied in GATT. Canada, Sweden and Finland, 
who have since developed an export business in hardboard, now argue that the 
classification is sacrosanct. 

It seems clear that with new products, especially those developed in this 
country as a result of American know-how, the United States should have author- 
ity on the question of classification. The rate on new products can easily de- 
termine whether they will be developed in this country or abroad. The question 
is whether the United States will harden into a static state of old industries where 
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we have the advantage of previously established mass production, or remain 
fresh and venturesome with new industries arising all the time. 

Mr. Houperness. We are convinced that our country’s participa- 
tion in GATT is unconstitutional; that Congress did not intend to 
authorize GATT when it adopted the Trade Agreements Act of 
1934; that if the Trade Agreements Act be construed as authority 
for GATT, then to that extent at least the Trade Agreements Act is 
also unconstitutional. 

That H. R. 5550 is also unconstitutional since it is interwoven with 
GATT; that GATT conflicts in many ways, not only with our tariff 
laws, but with many other laws enacted by Congress in many other 
fields, and, finally, that GATT is in substance and effect, a treaty 
between the United States and 34 other nations which can be made 
legally operative only by the procedure set forth in the Constitution 
for adopting treaties. 

Advocates of H. R. 5550 have tried to allay suspicions about OTC 
with the assertion that it will do nothing more than administer GATT. 
This assertion is highly misleading because it ignores the fact that 
OTC involves a long list of important commitments, entangling al- 
liances, conflicts with domestic legislation, and unconstitutional 
delegations of authority. 

What is OTC to administer? Our State Department has officially 
described GATT as the most comprehensive international agreement 
ever negotiated for the reduction of barriers to, and hence, for the 
expansion of world trade, having regard to the number of participat- 
ing countries, to the scope of its provisions, and to the volume of 
trade affected. 

It has been accepted provisionally by 35 nations which have widely 
varying economic and social problems. 

After providing elaborate procedures for negotiating tariff reduc- 
tions and freezing concessions which emerge from negotiations, GATT 
proceeds to lay down an impressive body of rules purporting to out- 
law any action by which any contracting party could conceivably 
impair ‘the value of these concessions; but every rule emphatically 
stated in the first instance is immediately followed by a confusing 
multitude of exceptions, qualifications, and conditions. 

The result is that during the 8 years of GATT’s operation, dis- 
criminatory restrictions, quotas, import and export licensing systems, 
and preference systems have continued to flourish despite GATT’s 
declared purposes to the contrary. 

In considering GATT’s scope, we must not forget its broad objec- 
tives to raise standards of living, to insure full employment and a 
steadily growing volume of income and to develop the full uses of 
the resources of the world, and to do all of these things for all its 35 
member nations. 

At first glance, it appears to be limited to regulating controls on 
world trade, but in the final analysis its power is almost unlimited 
since it also embraces domestic matters which restrict world trade. 

While all economic events in this country have a causal relation, 
in some degree, to our foreign trade, we find nothing in GATT which 
lays down a clear test for determining where domestic affairs end and 
world trade begins. 

In my opinion, passage of H. R. 5550 would undoubtedly be con- 
strued by the courts as congressional approval of GATT, and we 

75018—56——78 
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cannot understand why Congress should be asked to approve GATT 
by indirection through H. R. 5550 after it has refused to approve it in a 
more direct manner in H. R. 1. 

Far from being innocuous as the proponents of H. R. 5550 contend, 
OTC will derive extensive authority from four main sources: 

Express assignments in the text of GATT; complaints of nullifica- 
tion, or impairments; obligation waivers; and charges of counter- 
objective activity. 

OTC is authorized to hear and decide charges that— 


a benefit, accruing directly or indirectly under the general agreement, is being 
nullified or impaired. 


This means that any dispute not settled by the parties will end up 
before OTC and that in time OTC, by exercising a mixture of legisla- 
tive and judicial powers, will develop a sweeping body of precedents 
covering innumerable matters. 

OTC is also authorized to hear and determine charges by any of its 
members that another member is impeding the attainment of any 
objective of GATT. These objectives are stated only in broad and 
general terms, so that while an attempt to found a cause of action on 
such vague generalities would be extremely difficult, the existence of 
this authority will invite disputes and controversies. 

The so-called “have not’’ nations can object to any action by the 
“have’”’ nations, whether domestic or international, which they assert 
adversely affects their interest, since the ‘‘have not’’ nations are in the 
majority, it seems probably that they will try to foist on us their 
notions of economic policy. The temptation to demand continuing 
sacrifies from strong nations like ours should prove irresistible. 

The conflicts between GATT and our tariff laws and many other 
laws enacted by Congress, which include our antitrust laws, our 
revenue laws, our copyright laws, the Defense Production Act, and the 
Buy American Act, are pointed out in detail in our brief. 

Are we to be forced by means of the means of the economic pressure 
which can be applied against us through OTC to rewrite these laws 
so as to conform them to the principles of GATT? 

Each contracting party is expected to conform to GATT within 
3 years any of its laws which conflict with GATT and which are in 
effect on the date of its accession to GATT. Although provision has 
been made by which a contracting party may continue its provisional 
acceptance of part II of GATT so as to withhold any commitment to 
revise or subordinate laws which were in conflict with GATT on 
October 30, 1947, the obligation would still exist to avoid the adoption 
or maintenance of conflicting legislation ‘after that date. 

Fulfillment of this obligation would be an unlawful delegation of 
Congress’ lawmaking powers. Failure to do so, if we are to become 
and remain a member of OTC, would require us to pay a price, in 
the form of economic sanctions, reprisals or penalties which, according 
to our standards may be unfair and unreasonable, for the privilege 
of keeping such laws in force and effect. 

Surely Congress should not be a party to the creation of such an 
intolerable situation. 

May I give just one example of what is already happening under 
GATT. By section 22 of the Agriculture Adjustment Act, Congress 
authorized the President to impose quotas on imports of agricultural 
products, including dairy products. This act provides: 
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No trade agreement or other international agreement heretofore or hereafter 
entered into by the United States shall be applied in a manner inconsistent with 
the requirements of this section. 


When quotas were imposed on a number of dairy products includ- 
ing cheese, the Netherlands, invoking the ‘no quota rule” took the 
case to the contracting parties. After 5 years of wrangling, in the 
course of which our State Department, in effect, apologized for the 
action of Congress, a temporary waiver was obtained permitting 
these quotas to continue, but as a condition of this waiver, the 
State Department formally agreed that the United States will remove 
quotas on all farm products, not just those involved in this dispute, 
as soon as circumstances will permit. 

In the meantime, the United States is required to consult with 
the other nations concerning any changes in existing quotas and is 
obliged to report every year its progress toward eliminating quotas, 
with an explanation as to those which still remain. 

Undoubtedly OTC’s power over our economy will extend even 
further, as many purely domestic actions by the Unite States will 
inevitably affect the economies of other countries. 

For example, freight rates on newsprint set by the Interstate 
Commerce Commission are important to Canada and our laws regu. 
lating speculation on the coffee exchange are of vital concern to Brazil 
All of the innumerable disputes latent in these and hundreds of other 
areas are now, by this legal twist, to be given to OTC with power 
to hear and decide. 

In considering GATT we must at the same time consider the 
declared purpose of the Trade Agreements Act of 1934 which was- 
Expanding foreign markets for the products of the United States * * * by 
regulating the admission of foreign goods into the United States in accordance 
with the characteristics and needs of various branches of American production 
so that foreign markets will be made available to those branches of American 
production which require and are capable of developing outlets by affording 
corresponding market opportunities for foreign products in the United States. 
Or, stated simply, the promotion of American industry and the 
Americ an economy. 

It is impossible to read the charter of GATT and its declaration 
of objectives without concluding that it goes far beyond the objec- 
tives of the Trade Agreements Act. 

Instead of the Trade Agreements Act’s primary objective to aid 
American industry, GATT’s primary objective is to aid the economies 
of all the contracting parties. Instead of limitations on tariffs and 
tariff restrictions to be negotiated by the President, GATT leaves 
this unlimited area of agreement entirely in the discretion of the 
contracting parties in whose councils the United States will have 
just one vote. 

Why then is the Trade Agreement Act unconstitutional if con- 
strued as authorizing GATT? And why are both GATT and H. R. 
5550 unconstitutional in any event? 

Because Congress cannot lawfully delegate its law making powers 
or its powers to make laws levying taxes and customs duties and 
regulating commerce with foreign nations; because the constitutional 
rights of Congress to delegate authority is limited to the delegation 
of administrative functions to be exercised within limits clearly 
defined and set forth in the congressional enactment and designed to 
make the expressed will of Congress effective. 
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* Because H. R. 5550 would be a subdelegation, not to an officer or 
agent of the United States, but to a supernational organization, and, 
finally, because GATT is a treaty of commerce which cannot be 
legally affected by executive agreement, either with or without the 
approval of a majority vote of both Houses of Congress, and must 
be effected, if at all, in the manner prescribed by our Constitution, 
that is by the President with the concurrence of two-thirds of the 
Senate. 

Unlike previous tariff legislation, the Trade Agreements Act, if 
construed so as to authorize GATT, and H. R. 5550, would involve 
the delegation by Congress of broad legislative powers. 

Similar attempts at delegation were condemned by our Supreme 
Court in both the Schechter case and the Panama Refining Co. case. 

The National Industrial Recovery Act, which was involved in the 
Panama Refining Co. case, after reciting the existence of a national 
emergency, declared that the objectives of the legislation were to 
remove obstruction to the free flow of interstate commerce, to increase 
purchasing power and to reduce and relieve unemployment. 

These objectives are strikingly similar to the stated objectives of 
GATT, and the delegation of powers under GATT and OTC is just 
as unconstitutional as the delegation attempted by the NIRA. 

The one lawful manner in which to effect an agreement with foreign 
states of the character and importance of GATT is expressly set out 
in our Constitution. 

The Constitution makes no mention of any power or procedure 
whereby the President or Congress may commit the United States to 
any foreign agreement in any other manner. Nor does it suggest that 
Congress by majority vote of both Houses shall either authorize or 


ratify international agreements. The only constitutional method by 
which our Government may conclude a treaty with a foreign state is 
for the President to negotiate it and then submit it to the Senate for 
approval of two-thirds of that body present. 

While the President can only enter into pneu agreements with 


other nations by following the treaty route, he can carry out certain 
functions delegated to him by the Constitution which relate to foreign 
affairs without the advice and consent of the Senate. 

In connection with such functions the President may lawfully enter 
into executive agreements with foreign states when they are both 
administratively necessary and also incidental to specific powers 
vested in him by the Constitution. 

If Congress purports to authorize the Executive to join the GATT- 
OTC combination by means of an executive agreement, such action 
would be without legal sanction and would violate the treatymaking 
clause of the Constitution. 

Neither GATT nor OTC is an agreement which is incidental to 
the performance of the Executive’s functions vested in him by the 
Constitution. Nor are they agreements the making of which Con- 
gress can properly delegate to the President. 

Rather, GATT is a far reaching, 35-nation treaty between states 
which will have a broad and continuing effect upon most of our foreign 
and domestic trade. It was so referred to by the Secretary of State 
when he said: 


He signed it ad referendum, subject to the approval by Congress * * *. The 
same way treaties are signed. As you know, they really do not become operative 
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until the Senate has consented to their ratification, and that is the way he has 
acted in relation to this document. 


Committing this nation to such a grave program by the use of the 
executive agreement would be an inexcusable evasion of the Consti- 
tution, and it is unthinkable that Congress would knowingly partici- 
pate in such a procedure. 

It need not be elaborated that the Constitution, through the course 
of time, has proved to be a flexible instrument susceptible to adjust- 
ment to a dynamic expanding nation, and we do not even suggest that 
the three branches of the Government should not expand their activi- 
ties in conformity with their growing responsibilities. This, however, 
should be done within the respective areas allotted to them by the 
Constitution. 

The State Department supports H. R. 5550 with the argument that 
our policy of dealing with foreign commerce cannot be separated from 
our foreign political relations. It follows, therefore, according to the 
State Department that we should now abandon our time honored 
observance of the constitutional requirement for separation of legis- 
lative and executive functions and vest the proposed authority in a 
quasi-government composed of representatives of 35 nations. 

We agree that an attempt should be made to break down dis- 
criminatory nontariff barriers to world trade, but that GATT would 
remove such barriers is far from established. Most definitely the 
United States as a low-tariff nation should not, as GATT specifically 
requires, barter further tariff concessions in exchange for the removal 
of unfair discriminations. 

We live in an imperfect world, and listing unattainable objectives 
followed by a’myriad of exceptions cannot change this situation. The 
United States would be ill advised to commit itself to the embryonic 
world governmental structure contained in GATT and OTC, since 
such action would infringe on our domestic legislation and threaten 
our constitutional structure. 

Under these circumstances, we urge the committee to withhold its 
approval of H. R. 5550. 

The CHarrMANn. Does that complete your statement. 

Mr. Houperngess. Yes, sir. 

The CuarrMan. We thank you for your appearance and the infor- 
mation given the committee. 

Are there any questions? Again we thank you gentlemen. 

(The following statement was submitted for the record:) 


CovupERT Bros., 


New York, March 22, 1956. 
Representative JERE Cooper, 


Chairman, House Ways and Means Committee, 
New House Office Building, Washington, D. C. 

Dear CONGRESSMAN Cooper: Enclosed please find an analysis prepared by 
me of the brief of Lennox P. McLendon attacking the constitutionality of H. R. 
5550. I should like to have this inserted in the Record. 

I should like to take this opportunity to thank you for the gracious remarks you 
made at the conclusion of my testimony before your committee on March 8. It 


was a great pleasure to testify and I hope that my testimony was helpful to the 
committee. 


Sincerely yours, e ig 
ICHARD N. GARDNER. 
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ANALYsIS BY RicHarp N. GARDNER OF THE Brier or Mr. LENNox P. McLenvon 
ENTITLED “THe LeGaL Sweep or H. R. 5550” 


My attention has been called to a brief entitled ‘“The Legal Sweep of H. R. 5550” 
which was submitted by Mr. Lennox P. McLendon on behalf of the trade infor- 
mation committee of the American Tariff League and several Southern industrial 
associations. Mr. McLendon’s brief is not directed solely to the legal issue (wit- 
ness such statements as the one on page 47 of his brief that ‘the wage of the effi- 
cient Japanese worker will continue to be one-tenth the wage of the American 
worker’). Nevertheless, it does purport to raise constitutional objections to H. 
R. 5550. I therefore regard it as my duty to submit this analysis. 


I. THE ASSERTED ‘‘DELEGATION’’ OF CONGRESSIONAL POWER 


Mr. McLendon repeats the argument already put forward by Mr. Barnes that 
H. R. 5550 is unconstitutional because it would ‘delegate’ to an international 
body the powers of the United States Congress to make American laws. Asser- 
tions to this effect recur throughout Mr. McLendon’s brief. For example, Mr. 
McLendon declares (p. 24): 

“Should Congress enact H. R. 5550, it would assist in a direct violation of the 
Constitution by delegating or resigning its legislative powers, to lay taxes and 
import duties, and to regulate commerce with foreign nations—powers exclusively 
vested in Congress.”’ 

To support the charge that H. R. 5550 involves a “delegation” of congressional 
power it is necessary to assert that OTC or GATT would be able to make American 
laws. Mr. MeLendon does in fact make this assertion. He describes GATT 
(p. 39) as “a 35-nation multilateral agreement, equivalent to quasi-government, 
empowered to make laws binding upon its participants.” 

I have already emphasized in my testimony before the Ways and Means Com- 
mittee that GATT has no power to make American laws or any regulations “‘bind- 
ing upon its participants” and that H. R. 5550 would not give such power to 
GATT, OTC or any other organization. Therefore, no question of “delegation’’ 
of power is involved. Much of the extensive argument and citation by Mr. 
McLendon is irrelevant and stems from an inability or unwillingness to grasp 
this essential point. 

Nowhere in his 102-page argument is Mr. McLendon able to cite a provision of 
GATT or OTC which gives to an international body the authority to exercise the 
constitutional powers of the United States Congress. He simply assumes that 
GATT or OTC would have such powers. Even when he purportedly drops this 
assumption, he quickly brings it in by the back door. Note, for example, the 
following paragraph (p. 28): 

“Second, even if we assume, for the purposes of argument, that H. R. 5550 does 
not constitute a delegation of legislative power, the act is still unconstitutional be- 
cause it allows the recipient of the delegated power ‘to exercise an unfettered disere- 
tion’ without setting forth either a clear constitutional objective or definite stand- 
ards for the guidance and control of the delegate.”’ [Italics supplied.] 

This remarkable statement is like saying: “‘My opponent has served a term in 
prison. But, even if he has not, his record as an ex-convict disqualifies him for 
public office.”’” 

At the close of his brief Mr. McLendon states (p. 48): ‘‘I support the basic 
recommendation of the Randall Commission that GATT be renegotiated and 
placed on a noncompulsory basis with power to suggest policies and foster con- 
sultation but without power to legislate.’”” This statement is incomprehensible, 
since GATT is and always was ‘‘on a noncompulsory basis with power to suggest 
policies and foster consultation but without power to legislate! 


II. ASSERTED INCONSISTENCIES BETWEEN GATT PROVISIONS AND UNITED STATES 
LEGISLATION. 


A large part of Mr. McLendon’s brief is occupied with showing alleged incon- 
sistencies between GATT and existing or proposed United States laws. Although 
I have not been able to verify every one of these alleged inconsistencies, I have 
no doubt that certain inconsistencies between GATT and American law do 
exist. Such inconsistencies may provide reasons why OTC and GATT should 
be disapproved on policy grounds. But they cannot be said‘to constitute a 
constitutional objection to American participation in these institutions. 

The United States has on a number of occasions entered into international 
agreements inconsistent with legislation existing at the time of the agreements 
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or with legislation subsequently enacted. The legal principle applicable to such 
cases is well established. Where there is a conflict between a treaty which has 
received the advice and consent of the Senate and congressional legislation, 
precedence is given to whichever is latest in point of time. 

In the case of GATT, of course, there is a specific provision in the Protocol of 
Provisional Application that the general trade rules in part II of GATT shall not 
supersede prior inconsistent legislation of any member. Thus, where there is a 
conflict between these provisions of GATT and American laws exisitng in 1947; 
the American laws are clearly supreme. 

The provisions of GATT are naturally subordinate to any inconsistent provi- 
sions of American legislation enacted after 1947 and to any legislation which will 
be enacted in the future. This is in line with the principle stated above that a 
legislative enactment supersedes inconsistent provisions of prior international 
agreements. Mr. McLendon does not appear to understand this fact. See his 
statement in note 2 of page 19 that our provisional acceptance of GATT ‘‘renders 
uncertain the status of conflicting legislation enacted after 1947 * * * .” 

It is my understanding that if GATT should be accepted definitively by the 
United States a reservation will be included to insure that GATT provisions will 
continue to be subordinated to prior inconsistent domestic legislation. (See 
General Agreement on Tariffs and Trade, Basic Instruments and Selected Docu- 
ments, Third Supplement (1955), pp. 48-49, 247-50.) 


Ill, OTHER ERRORS AND MISLEADING STATEMENTS 


The following is a list, by no means exhaustive, of errors and misleading state- 
ments by Mr. MeLendon (other than mere repetitions of errors identified in 
sections I and II above). 

‘‘1, The power of GATT and OTC is ‘unlimited since GATT embraces do- 
mestic matters restricting world trade which means most if not all domestic 
matters * * * . Since policy decisions in this area will rest with GATT or 
OTC, their power is really limitless and one need not be a visionary to see the 
beginnings of world government’ ” (p. 11). 

These statements are incorrect. As was pointed out in section I above, neither 
OTC nor GATT has the power to make American laws with respect to tariffs 
or any other matter. Moreover, American obligations under GATT or OTC are 
only obligations with respect to governmental obstacles placed on the import or 
export of goods. Finally, the power of these institutions are limited by article 
3 (d) of OTC which provides: 

“The Organization shall have no authority to amend the provisions of the 
General Agreement; no decision or other action of the Assembly or any sub- 
sidiary body of the Organization shall have the effect of imposing on a Member 
any new obligation which the Member has not specifically agreed to undertake.”’ 

2. United States participation in GATT gives the President ‘‘the power to 
determine what our customs duties and basic regulations of foreign commerce 
shall be within the broadest sort of limits, undefined except by such broad phrases 
as ‘raising standards of living,’ ‘insuring full employment,’ ‘developing the full 
uses of the resources of the world,’ ‘expanding the production and exchange of 
goods,’ and ‘promoting the development of the economies of all the contracting 
parties’ ”’ (p. 28). 

This assertion is erroneous. Participation in GATT and OTC in no way changes 
the quantitative and other limits governing the President’s power to alter tariff 
rates under the Trade Agreements Extension Act of 1955. Article 1 of GATT 
provides merely that the contracting parties ‘‘recognize’”’ that their economic 
relations should be conducted ‘‘with a view to’’ accomplishing the above quoted 
objectives. No substantive obligation is here involved. The second paragraph 
of article I and the remaining articles of GATT make it clear that GATT is 
designed to implement the quoted purposes only through voluntary undertakings 
by the parties in the field of tariffs and other trade barriers. 

3. “‘Who will represent the United States in GATT? Unquestionably, the 
State Department, as it has so far, but whether the State Department is qualified 
to weigh factors such as defense mobilization requirements and injury to domestic 
industry consequent upon tariff concessions is questionable * * *. If our 
State Department, in its wisdom, sees fit to sacrifice an American industry, the 
industry has no way of preventing it nor apparently of obtaining redress through 
judicial review” (pp. 14-15). 

These statements are, to say the least, highly misleading. Before making 
tariff concessions or entering into trade agreements (under GATT or otherwise) 
the President is required by law to seek information and advice from the other 
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executive departments and to offer interested private citizens an opportunity to 
be heard. (19 U. 8S. C., sec. 1354.) Pursuant to this legislative requirement, 
Executive Order No. 10082 created the Interdepartmental Committee on Trade 
Agreements and the Committee for Reciprocity Information. The Trade Agree- 
ments Committee, which consists of representatives of the Departments of State, 
Treasury, Defense, Interior, Agriculture, Commerce, and Labor, is designed to 
insure that the administration of the trade agreements program takes account of 
the special interests involved as well as the interests of the public at large. The 
Committee for Reciprocity Information hears the views of all interested persons 
with regard to proposed trade agreements and tariff concessions. The President 
is also required, before entering into trade agreements or tariff concessions, to 
receive from the Tariff Commission a list of the “‘peril points” below which con- 
cessions may not be made wishout causing serious injury to a domestic industry. 
(19 U. S. C., sec. 1360.) Finally—and perhaps most important—the “escape 
clause” provides that tariff concessions may be withdrawn if they cause or threaten 
to cause serious injury to any domestic industry. Proceedings to bring about the 
withdrawl of concessions may be brought before the Tariff Commission by in- 
terested domestic producers. (19 U.S. C., secs. 1363-1364.) 

4. “Article II [of GATT] goes on to say in effect that existing preferences shall 
remain in effect. GATT thus fails to eliminate and perhaps binds British Empire 
preferences, as well as French and Belgian colonial preferences” (p. 15). 

These statements are either erroneous or misleading. Article II of GATT 
merely states that certain existing preferences are exempt from the requirement of 
most-favored-nation treatment. It does not say that ‘existing preferences shall 
remain in effect.’’ Such preferences are bound against increase. They may be 
reduced by negotiation. (See General Agreement on Tariffs and Trade, Basic 
Instruments and Selected Documents, vol. II, p. 11). Indeed, in the course of 
GATT negotiations, they have been so reduced. 

5. The Randall Commission and Congress registered their ‘‘disapproval’’ of 
GATT in its present form (p. 12). 

This statement is in error. Congress specifically declared, in the various trade 
agreement extension acts, that passage of the act ‘‘shall not be construed to de- 
termine or indicate the approval or disapproval by the Congress of the executive 
— known as the General Agreement on Tariffs and Trade.’ [Italics 
supplied. 

With respect to the Randall Commission, Mr. McLendon states that the Com- 
mission ‘‘went on to mention the constitutional problem raised by GATT. The 
Commission recognized the danger GATT posed to our existing legal frame- 
work * * *’ (p. 12). In fact, the Commission did none of these things; it con- 
fined itself to the mere factual statement that ‘‘questions concerning the consti- 
tutionality of some aspects of the United States participation in the General 
Agreement have been raised in the Congress.’? (Commission on Foreign Eco- 
nomic Policy, Report to the President and the Congress, 1954, p. 49.) 

6. ‘In the future, GATT, by promulgating rules and regulations or by self- 
amendment (art. XXX) will have the power to enact legislation conflicting with 
our laws’’ (p. 25). 

This statement is in error. As was pointed out in section I, neither GATT nor 
OTC has the power to enact legislation or make rules binding on the United States. 
Moreover, article XXX of GATT specifically provides that amendments shall 
become effective with respect to a contracting ae only when accepted by that 
contracting party. Thus no change in GATT rules could become effective 
vis-a-vis the United States without its consent. 

7. ‘Congress and the President cannot lawfully commit the United States to 
GATT-OTC by means of an executive agreement” (p. 41). 

This statement is in error. It is well established that the United States can 
enter into international organizations by majority vote of both Houses of Congress. 
Numerous examples of this are cited on page 32 of the brief submitted by the 
Association of the Bar of the City of New York. 

Respectfully submitted. 


Ricwarp N. GARDNER. 


The CuarrmMan. Mr. Curtis is recognized. 

Mr. Curtis. There is a lot of this data that I have requested wit- 
nesses to supply and also some information for the State Department 
to supply. 
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I believe that the clerks have a great deal of that, but I have some 
other data they might not have. I would like unanimous consent to 
get it in order so that I can submit it to our clerks so that will be 
included in the record. 

The CHarrMan. Without objection it is so ordered. 

The committee has completed the call of the calendar of witnesses 
scheduled to be heard today. This completes the public hearings 
scheduled by the committee on H. R. 5550. 

The committee will begin executive sessions on this legislation on 
Tuesday, March 20, 1956. 

While the Chair has previously announced that interested persons 
may have until Friday, March 23, to file material for the record, it 
would be helpful to the committee if such material could be received 
prior to that time. 

The committee appreciates the information presented by the wit- 
nesses during the course of these hearings, and will find the informa- 
tion submitted most helpful during our deliberations in executive 
session. 


The committee stands adjourned until 10 a. m., Tuesday, March 
20, 1956. 
(The following material was submitted for the record:) 


CLEVELAND, Onto, March 13, 1956. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C.: 


The directors of the Cleveland World Trade Association, affiliate of the Cleve- 
land Chamber of Commerce, by unanimous action urges United States member- 
ship in the Organization for Trade Cooperation and wishes to be so recorded in 
the records of your committee. 

CHARLES J. Ewan, Executive Director. 


San Francisco, Cauir., March 13, 1956. 
Hon. JERE Coopsr, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C.: 


I wish to support H. R. 5550, the bill approving United States participation in 
the Organization for Trade Cooperation. I have had 44 years of commercial 
banking and a long experience in the international financial field with extensive 
foreign travel, and believe strongly in the reciprocal trade agreements program 
and in the general agreement on tariffs and trade which strengthens our relations 
with nations of the free world, helps to expand our economy through facilitating 
the free flow of trade. Approval of OTC would provide a forum for the discussion 
of international trade problems and a permanent body to administer GATT. We 
expect concrete benefits to the United States and an improvement of our bar- 
gaining position against trade restrictions and discriminations. I respectfully 
urge the committee to recommend approval of United States participation in OTC. 


Russet G. SmIra. 


Wor.tp TRADE ASSOCIATION 
OF THE SAN FRANCISCO CHAMBER OF COMMERCE, 
San Francisco 4, Calif., March 9, 1956. 
Congressman JERE CoopER, ; 
Chairman, House Ways and Means Committee, 
House Office Bvilding, Washington, D. C. 
_ Dear ConeressmMan Cooper: The San Francisco Area World Trade Associa- 
tion, at its meeting on March 6, went on record strongly urging that legislation 
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for United States membership in the Organization for Trade Cooperation be 
approved. We oppose all legislation desgned to establish quotas on imports. 
Copies of the two resolutions are attached. 

We are sure you will agree that our Government’s policy to achieve freer world 
trade will be implemented by the actions we recommend. We hope you will give 
consideration to our association’s recommendations in any action taken in 
Congress. 

Sincerely yours, 
NaTHAN Most, President. 


RESOLUTION OF THE SAN FRANCISCO AREA WoRLD TRADE ASSOCIATION 


Marcu 5, 1956. 
To: Policy Committee, San Francisco Area World Trade Association. 
From: Customs, Tariffs and Foreign Trade Zone Committee. 
Subject: Organization for Trade Cooperation. 


REQUESTED ACTION 


That the San Francisco Area World Trade Association approve legislation (H. R. 
5550) to authorize the President to accept membership for the United States in 
the Organization for Trade Cooperation. 


STATEMENT 


There has long been a need for an administrative organization to administer 
the General Agreement on Tariffs and Trade in which the United States has been 
participating for a number of years. The Organization for Trade Cooperation 
(OTC) will be an organization composed of government representatives from 35 
countries now participating in the General Agreement on Tariffs and Trade, which 
include the major trading nations of the world. 

OTC would be exclusively an administrative organization. It could not add 
to United States obligations under the general agreement nor could it abridge the 
powers of Congress with respect to customs or import duties. It could not make 
tariff concessions or modify in any way the United States tariff structure. It 
would not be supra-national in any respect, nor could it impose obligations on its 
members. Also, it could not impair in any way the sovereignty of the United 
States. 

OTC would help make our trade agreements truly reciprocal and would facilitate 
expanding markets abroad for United States industry and agriculture. It would 
provide badly needed administrative machinery not heretofore in existence. In 
the past necessary administrative actions had to be delayed until another meeting 
was held of the General Agreement on Tariffs and Trade, necessitating at times a 
delay of nearly a year. 

OTC would also provide a forum for discussion and solution of other world 
trade problems, our Government remaining entirely free to adopt or reject OTC 
recommendations. Also, it would have the important function of assembling and 
publishing valuable data on worldwide movements and trends. 

This action is consistent with the past policy of the World Trade Association 
and the Chamber of Commerce, as set forth in their World Trade Policy Declara- 
tion issued April 1953. 

Most national organizations interested in expanding United States world trade 
favor United States membership in the OTC, opposition coming only from the 
usual organizations seeking higher tariffs and increased protection. 

Respectfully submitted. 

Grorce H. MAnHoney, 
Chairman, Customs, Tariffs and 
Foreign Trade Zone Committee. 


RESOLUTION OF THE SAN FRANcIScO AREA WorLp TRADE ASSOCIATION 


Marcu 5, 1956. 
To: Policy Committee, San Francisco Area World Trade Association. 
From: Customs, Tariffs and Foreign Trade Zone Committee. 
Subject: Import Quota Legislation. 


REQUESTED ACTION 


That the San Francisco Area World Trade Association oppose legislation (H. R. 
7925 and other bills) to regulate imports by establishing quantitative controls 
in the form of quotas on the imports of various products. 
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STATEMENT 


A national movement is under way designed to undermine the Government’s 
program to establish a liberal trade policy designed to make possible an expansion 
of world trade. This effort is a campaign for the enactment of quota legislation 
that would empower the Tariff Commission to establish quotas on imports as 
a new avenue of “relief” on a broadened escape clause which would make it easier 
for domestic industries to claim injuries from imports. The new effort would 
deprive the Chief Executive of any authority in deciding whether or not a ruling 
of the Tariff Commission on the subject of quotas would be in the best interests 
of the United States as a whole. 

The administration in strong language has disapproved all legislation to fix 
quotas on imports claiming it would strike a serious blow at the administration’s 
foreign trade program. The idea to establish import quotas which would give 
relatively high-wage countries preference over the lower wage countries would in 
effect be almost the same as prewar cartels under which markets would be allocated, 
ete. Administration of such a system would indeed be cumbersome and expensive. 
Furthermore, the establishment of a quota system would tend to raise prices and 
the cost of living for all of us and it would make more hazardous than usual the 
operation of an import business. 

The establishment of quotas would discriminate against the friendly countries 
which could lead to retaliation likely again to start a contrition in overall world 
trade volume. 

The World Trade Association in cooperation with the San Francisco Chamber 
of Commerce, in April of 1953, in the World Trade Policy Declaration, made a 
strong recommendation against any type of trade barrier that had the effect of 
restricting the volume of trade. The administration as well as leading organiza- 
tions oppose this legislation, which is sponsored and supported by proponents 
of higher tariffs and increased protection who manifest a greater interest in special 
cases rather than in the overall welfare of the countries as a whole. 

Respectfully submitted. 

GrorGE H. MAHONEY, 
Chairman, Customs, Tariffs and 
Foreign Trade Zone Committee. 


ForeEIGN TRADERS ASSOCIATION OF PHILADELPHIA, INC., 
Philadelphia 7, Pa., February 28, 1956. 
Re H. R. 5550, Organization for Trade Cooperation. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
United States House of Representatives, Washington, D. C. 

My Drar Mr. Cooper: At the regular meeting of this association, held on 
February 20 last, H. R. 5550 was discussed in a program entirely devoted to a 
discussion of current legislative matters affecting the foreign trade of the United 
States. 

This association is 25 years old and composed of over 450 active members, who 
are engaged in every phase of international trading. For over 20 years we have 
expressed our opinions through messages to congressional committees and in- 
dividual legislators, sincerely believing that the committees desire and welcome 
opinions from all segments of the American people. 

By a heavy majority this association voted to approve the passage of H. R. 
5550. We feel that to take the United States delegations from the international 
forums for the expression of trading opinion will deliver an economic weapon of 
the greatest magnitude to the Soviet Union. 

We urge your committee to give serious consideration to our wishes in this 
matter. 

Very truly yours, 
Routanp L. Kramer, Secretary. 


BoarRbD OF COMMISSIONERS OF THE Port oF NEW ORLEANS, 


New Orleans 6, La., March 16, 1956. 
Mr. Leo H. Irwin, 


Clerk, Ways and Means Committee, 
House Office Building, Washington 25, D. C. 
Dear Mr. Irwin: The Board of Commissioners of the Port of New Orleans, 
at its meeting on February 24, 1956, gave consideration to the resolution now 
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pending in the House of Representatives and presently being considered by the 
Ways and Means Committee, which has for its purpose and authorization the 
membership of our country in the Organization for Trade Cooperation. In the 
best judgment of this board, this resolution has much merit and should be very 
helpful in the promotion of foreign trade policies which we believe are advanta- 
geous to the United States and to the promotion of honest commerce, trade, and 
understanding between the free nations of the world. 

This board therefore passed a resolution in support of H. R. 5550, and I attach 
for the information of your committee, a properly certified copy of this resolu- 
tion with the request that you present it to the Ways and Means Committee for 
their information and consideration. 

Very truly yours, 
W. J. Amoss, Director of the Port. 


CERTIFICATION 


I, Odile Holdakowski, assistant secretary of the Board of Commissioners of the 
Port of New Orleans, do hereby certify that the following is a true and correct 
extract from the minutes of a postponed regular meeting held in the city of New 
Orleans, State of Louisiana, on February 24, 1956: 

“‘Whereas there has been introduced in the Congress of the United States 
H. R. 5550, a resolution now pending in the House of Representatives, and 
presently being considered by the Ways and Means Committee of that House; and 

“Whereas the purpose of that resolution, among other things, is to authorize 
membership for the United States in the Organization for Trade Cooperation as 
as by the contracting parties to the General Agreement on Tariffs and 

rade; and 

“Whereas the general agreement is a multilateral trade agreement among 35 
trading nations, including the United States; and 

‘Whereas such an instrument and such membership in the Organization is a 
powerful means for promoting internationally those trade policies which have 
been the objectives of the United States for many years; and 

‘Whereas as a result of this Organization there have been many reciprocal 
tariff reductions which have been negotiated, and numerous benefits guaranteed 
to all membership, including the United States; and 

“‘Whereas the membership of the United States in this Organization will essen- 
tially benefit agriculture, labor and industry of this country, and in a great measure 
rpm the commerce and industry of the port of New Orleans: Now, therefore, 


‘*Resolved, That the Board of Commissioners of the Port of New Orleans hereby 
endorses and urges the Congress of the United States to enact H. R. 5550, permitting 
membership by the United States in the Organization for Trade Cooperation; 
be it further 

‘Resolved, That a copy of this resolution be forwarded to the Ways and Means 
Committee of the House of Representatives. at Washington, D. C., where hear- 
ings on the proposed bill are now in progress.” 

Witness my hand and the seal of this board, on this 5th day of March 1956. 


Op1LE HoLpAKowskI. 


Export MaNnaGers Cius or Cuaicaao, INc., 
Chicago 2, Ill., March 7, 1956. 
Hon. JERE Cooper, 


House Office Building, Washington 25, D. C. 

Dear Sir: It is a pleasure to send you on behalf of our club the enclosed 
Observations and Recommendations on Foreign Economic Policy, referring 
specifically to H. R. 5550, the Organization for Trade |Cooperation. 

We hope you will accord these recommendations your earnest consideration. 

Sincerely yours, 
B. H. Dosuz, President. 
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OBSERVATIONS AND RECOMMENDATIONS ON FoREIGN Economic Pouicy BY THE 
Export MANAGERS CLUB or Cuicaao, INc., Marcu 1956 


H, R. 5550-——-ORGANIZATION FOR TRADE COOPERATION (ore) 


1. For a better appreciation of what is at stake, let us recall the conditions that 
prevailed a quarter of a century ago when an economic era came to an end. 
There had been the trade wars of the 1920’s. Then came the Hawley-Smoot 
Tariff of 1930, followed in 1931 by the great reversal of British commercial policy 
when Great Britain adopted a protective tariff, abandoned the gold standard, and 
negotiated preferential trade agreements within the British Empire. Business 
went to pot. We devalued the dollar in 1933 and thereby reestablished the pre- 
depression relationship between the dollar and the pound sterling and ali the other 
currencies that were devalued at the time Great Britain went off gold. Out of the 
windfall profit that accrued to the United States Treasury from the devaluation 
of the dollar, a $2 billion currency stabilization fund was created that kept the 
major currencies freely convertible until the outbreak of World War II. There 
was nothing startling about that as currency convertibility in those days was 
simply taken for granted. In 1934 Secretary of State Cordell Hull launched his 
campaign to reduce trade barriers through the reciprocal trade agreements pro- 
gram. By assuring the free convertibility of the major currencies we saved the 
existing worldwide multilateral trading system from collapse, and by hacking 
away at excessively high tariff walls we increased the flow of international trade. 
But World War II made hash of that trading pattern and all but wrecked the free- 
wheeling mechanism that had enabled a man anywhere to shop and to sell around 
the world, using the currency of his country. 

2. GATT was organized in 1947, at the instigation of the United States, when 
it became evident that tariff concessions by themselves would be of little value to 
traders if countries were left free to nullify them by the use of other devices. 
Consequently, GATT established in its general provisions a set of rules governing 
the long-range conduct. of trade, particularly with respect to quantitative restric- 
tions. Because the job cannot be done efficiently and expeditiously at the in- 
frequent meetings of the contracting parties, our Government has taken the 
initiative in proposing an administrative arm for GATT, namely the Organiza- 
tion for Trade Cooperation. The proposed administrative arm of GATT is the 
culmination of 22 years of systematic effort on the part of the United States 
Government to restore freedom of choice and freedom of action in the markets of 
the world under the principles and incentives of our free, private, competitive 
enterprise system. Because of the setback this program suffered during the war 
and postwar years, its ultimate success or failure depends in large measure upon 
the action Congress will take on this bill. Refusal to pass it at this critical 
juncture will inevitably bring about a fragmentation of the world economy and a 
conduct of international trade under rules and regulations that are anathema to 
the American philosophy of life. 

3. The decision facing the Congress in its consideration of H. R. 5550 is whether 
or not we are prepared to join hands with our trading partners in rebuilding a 
multilateral trading system, where customs tariffs will ultimately be the only trade 
regulators. This decision ought to be easy, since mutilateral trade is the only 
pattern of international trade that conforms to the American concept of free 
enterprise and to the traditional American policy of nondiserimination in our 
trade relations with other free nations, under the unconditional most-favored- 
nation doctrine. 

4. Multilateral trade is based on currency convertibility. We cannot have 
the former without the latter and we cannot have the latter without doing some- 
thing about the numerous nontariff controls over imports that effectively block 
the restoration of currency convertibility. No country finding itself in balance- 
of-payments difficulties can deal with this problem unilaterally. Nor would it 
be possible to arrive at satisfactory arrangements bilaterally, between pairs of 
countries. This problem will yield only to cooperative international, that is 
multilateral, action, and the agency to tackle the job is the proposed OTC, in 
conjunction with GATT. 

5. In the words of President Eisenhower: ‘Failure of the United States to 
assume membership in the Organization for Trade Cooperation * * * would 
strike a severe blow at the development of cooperative arrangements in defense 
of the free world. It could lead to the imposition of new trade restrictions on the 
part of other countries, which would result in a contraction of world trade and 
constitute a sharp setback to United States exports. It could result in regional 
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realinements of nations. Such developments, needless to say, would play directly 
into the hands of the Communists.” 

6. In view of the overriding importance of the phase of OTC dealt with in this 
statement, the Export Managers Club of Chicago most emphatically recom- 
mends approval of H. R. 5550 by the Congress. 

Export Manacers Cuius or Cuicaago, Inc. 

Note.—The Export Managers Club of Chicago, Inc., was founded in 1919 and 
incorporated in 1927. Its 600 members represent the exporting industries, as 
well as transportation, banking, insurance and other auxiliary services, in the 


heartland of the Middle West where an estimated 40 percent of United States 
exports originate. 


EVANSVILLE CHAMBER OF COMMERCE, 


Evansville 8, Ind., March 9, 1956. 
Hon. JERE Cooper, 


Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Mr. Cooper: I have just a you as follows: 

“Proposed agency of Organization for Trade Cooperation, designed in H. R. 
5550, if defeated, would mean repudiation of the General Agreement on Traiffs 
and Trade and possible return to former chaotic conditions of international trade 
and reduced foreign trade for our national interests with adverse effect on employ- 
ment, prosperity, and the American standard of living. Our feeling is there is 
no more important legislation before Congress today which prompts our urge for 
passage at earliest possible date with no conditional qualifications.” 

In many areas there is a definite misunderstanding of the functions of the pro- 
posed organization in that all do not know its scope is strictly limited to matters 
of trade; it cannot negotiate any trade agreements, and cannot infringe in any 
way upon the national sovereignty or upon the economic self-determination of the 
United States since it will not be endowed with any supranational powers. 

The broad purpose of the designed legislation is to facilitate trade agreement 
activity already being engaged in by the United States and other GATT mem- 
bers (34 nations signatory to the General Agreement on Tariffs and Trade). 
Aside from a share in the financial support of the Organization, and aside from 
the issuing of certain economic reports, no member nation becomes obligated to 
the OTC, but only to other GATT members with whom the member freely 
enters into trade agreements, as heretofore. 

For the past 7 years under the GATT there has been expansion of world trade 
and of United States foreign trade at a rapid rate. Essentially, the GATT rules 
are those which the United States has incorporated into bilateral trade agreements 
since 1934 to protect her interest in tariff concessions granted to her. For 7 years 
under GATT the United States has enjoyed the benefits of an orderly, prosperous, 
and growing international trade, one of the most potent forces toward world peace. 
The export trade of the United States is a $15 billion business, more important 
than all housing construction in the United States, and not much less important 
than farm income or business investment in plant and equipment. 

The United States has received more and greater concessions for her exports 
than otherwise possible, because other nations will grant more and greater conces- 
sions under multilateral than under bilateral agreements. We have been able to 
obtain concessions about 50 percent in value of our exports and have observed 
that between 1953 and 1955, 10 Western European countries have removed quanti- 
tative restrictions on dollar imports amounting to about 60 percent of such imports. 
Finally, the United States has had removed restrictions discriminatory to the 
following exports: coal, apples, cigarettes, lumber, potatoes, textiles, automobiles, 
tobacco, petroleum, wool, and motion pictures. 

The export trade of the United States creates in whole or in part millions of jobs 
in agriculture, in commerce, and inindustry. In many industries exports repre- 
sent the difference between profit and loss. Without this large volume of exports, 
unit costs and prices would be higher, resulting in a lower standard of living for 
Americans. 

Very truly yours, 
J. E, O’Danret, President. 
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Sat Lake Ciry, Uran, March 14, 1956. 
Hon. JERE CooPER, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


The Salt Lake City Chamber of Commerce fully endorses the statement pre- 
sented to your committee by the Utah Mining Association on the subject of 
H. R. 5550, now being reviewed in hearings by your committee. Mining is of 
great economic importance to Salt Lake City, Utah, and the West in general, and 
we, therefore, oppose H. R. 5550 in that it would further reduce the jurisdiction 
of the Congress in matters of foreign commerce in which field much of our western 
mining industry has already suffered discrimination and damage. 


Satt Lake City CHAMBER OF COMMERCE, 
F. R. Hinckey, President. 


San Francisco CHAMBER OF COMMERCE, 
San Francisco, Calif., March 19, 1956. 
Hon. JERE CooPER, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Mr. ConGREssMAN: The San Francisco Chamber of Commerce recommends 
the approval of legislation for United States membership in the Organization for 
Trade Cooperation. The San Francisco Area World Trade Association of the 
chamber approved this legislation and has asked the chamber to support it also. 

This action is consistent with our world trade policy declaration adopted in 
April 1953. 

Attached please find a copy of the resolution approved by the chamber of 
commerce. 

We shall appreciate your consideration of our recommendation for approval 
of legislation for United States membership in the Organization for Trade Cooper- 
ation. 

Sincerely yours, 
G. L. Fox, General Manager. 


RESOLUTION OF THE SAN FRANCISCO AREA WORLD TRADE ASSOCIATION 


To: Policy Committee, San Francisco Area World Trade Association. 
From: Customs, tariffs, and foreign trade zone committee. 
Subject: Organization for Trade Cooperation. 


REQUESTED ACTION 


That the San Francisco Area World Trade Association approve legislation 
(H. R. 5550) to authorize the President to accept membership for the United 
States in the Organization for Trade Cooperation. 


STATEMENT 


There has long been a need for an administrative organization to administer 
the General Agreement on Tariffs and Trade in which the United States has been 
participating for a number of years. The Organization for Trade Cooperation 
(OTC) will be an organization composed of government representatives from 35 
countries now participating in the General Agreement on Tariffs and Trade, 
which include the major trading nations of the world. 

OTC would be exclusively an administrative organization. It could not add 
to United States obligations under the general agreement nor could it abridge the 
powers of Congress with respect to customs or import duties. It could not make 
tariff concessions or modify in any way the United States tariff structure. It 
would not be supranational in any respect, nor could it impose obligations on its 
members. Also, it could not impair in any way the sovereignty of the United 
States. 

OTC would help make our trade agreements truly reciprocal and would facili- 
tate expanding markets abroad for United States industry and agriculture. It 
would provide badly needed administrative machinery not heretofore in existence. 
In the past necessary administrative actions had to be delayed until another 
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meeting was held of the General Agreement on Tariffs and Trade, necessitating 
at times a delay of nearly a year. 

OTC would also provide a forum for discussion and solution of other world 
trade problems, our Government remaining entirely free to adopt or reject OTC 
recommendations. Also, it would have the important function of assembling and 
publishing valuable data on worldwide movements and trends. 

This action is consistent with the past policy of the World Trade Association 
and the chamber of commerce, as set forth in their World Trade Policy Declara- 
tion issued April 1953. Most national organizations interested in expanding 
United States world trade favor United States membership in the OTC, opposition 
coming only from the usual organizations seeking higher tariffs and increased 
protection. 

Respectfully submitted. 

GeorGE H. MAHONEY, 
Chairman, Customs, Tariffs, and 
Foreign Trade Zone Committee. 


Boarp or Wortp Peace oF THE METHODIST CHURCH, 
Chicago 11, Ill., March 21, 1956. 


Hon. JERE Cooper, 
House Office Building, Washington, D. C. 


Dear Mr. Cooper: I am interested in H. R. 5550 providing for United States 
membership in the Organization for Trade Cooperation. I believe this is one 
of the most important pieces of legislation to come before the Congress at this 
session. The large number of witnesses appearing indicates that this is true in 
the opinion of informed persons, whether they support or oppose this measure. 
It is regrettable that there is not more public knowledge and interest in this 
subject, however. 

Let me put myself on record as strongly in favor of United States membership 
in the OTC as a necessary part of our effective participation in the General 
Agreement on Tariffs and Trade. I have read material on this subject, and 
have studied international trade in political science courses, and am convinced 
that the best interests of our country and its people call for us to participate 
actively in the OTC. 

The opponents of this measure have raised questions as to whether it would 
bind the United States in such a way as to put it at a disadvantage in its trade 
relations with other nations and subject its policies to domination by represent- 
atives of other countries. This is not the case for we are not bound by anything 
to which we do not agree under GATT. Furthermore, there is always the alterna- 
ive of withdrawal from such an arrangement should any unforeseen difficulty 
arise. However, the advantages to the United States are many and important, 
and the effective operation of OTC would represent an important achievement 
for the trade policy the United States has followed during the last two decades. 

Many of us remember the tragic days of the 1930’s when our own tariff policies 
and the restrictive practices of other nations resulted in the shrinking of world 
trade and the deepening of the great depression. The soundness of our own econ- 
omy, the well-being of people around the world, and the maintenance of peaceful 
economic relations cail for the approval of our participation in the Organization 
for Trade Cooperation. 

I sincerely hope that you and the members of your committee will give strong 
support to this measure. If there is any further action you would recommend 
that I and others who share my views can take, I hope you will let me know. 

Sincerely yours, 
Herman WILL, Jr. 


STATEMENT OF THE BROOKLYN CHAMBER OF COMMERCE BEFORE THE WAYS AND 
MEANS CoMMITTEE OF THE HovsE oF REPRESENTATIVES OF THE CONGRESS OF 
THE UNITED STATES 


The Brooklyn Chamber of Commerce is a voluntary membership trade organi- 
zation existing by virtue of the laws of the State of New York. It includes among 
its membership the principal industrial and commercial firms resident and doing 
business in the county of Kings. All these firms have a definite interest, directly 
or indirectly, in the foreign commerce of the United States and more particularly 
in the port of New York and in the Borough of Brooklyn. This statement 1s 
filed under the direction of the board of directors, the governing body of the 
said chamber. 
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TRADE AGREEMENTS EXTENSION ACT OF 1955 


In the first session of the Congress, the Trade Agreements Act or Reciprocal 
Trade Act, as it is often called, was extended until June 1958. The original act 
which authorizes reciprocal tariff reduction by negotiation was passed in 1934. 
This authorizes the President to negotiate tariff adjustments and has been renewed 
10 times. Because of our most-favored-nation policy we were frequently handi- 
capped in our negotiations, since we were forced to give to all nations, with whom 
we had such treaties, the advantages we obtained through our negotiations with 
individual countries. 


GENERAL AGREEMENT ON TARIFFS AND TRADE 


As a remedy for this and to enable us to negotiate for the removal of other 
trade barriers, this country took the lead in organizing a group of friendly nations 
with whom a single trade agreement might be simultaneously negotiated and 
signed. This became known as the General Agreement on Tariffs and Trade 
(GATT). This organization has grown from 19 countries in 1947 to 35 countries 
today. The activity of GATT has been eminently successful. Agreements 
have been negotiated on 60,000 tariff duties, 3,000 by this country and 57,000 by 
other countries. All these negotiations were made under the protection of the 
“eseape” and “peril” clause of the Reciprocal Trade Act as modified and without 
the handicap of our most-favored-nation treaties. 


ORGANIZATION FOR TRADE COOPERATION 


During the years of successful operation of GATT some faults have been 
exposed. There was no regularly assigned clerical force whose responsibility 
it was to perform the interim research necessary to intelligent preparation of the 
agenda to be considered at regular annual meetings. here was no standing 
body that could observe the fulfillment of the various commitments which might 
have been overlooked or misunderstood by the signatory nations, or to which 
proposals might be made for the removal of trade restraints or barriers or other 
matters for consideration at subsequent meetings of GATT. The need for this 
implemental and clerical organization became so important that at the last 
meeting of GATT such an organization was set up. It was to be known as the 
Organization for Trade Cooperation (OTC). Each participating country would 
contribute certain experts on regular assignment and provide the necessary 
finances, which would be very small, to maintain the essential clerical force. 


H. R. 5550 


It is, of course recognized that GATT is not under consideration here. OTC 
is simply a method of imporving and facilitating the functions of that organization. 
The measure now at hearing before your honorable committee, under title 
H. R. 5550, authorizes the participation of this country in OTC. 


CONCLUSION 


The basic economy of the port of New York rests on foreign commerce. The 
preponderance of the package freight of the port of New York passes over the 
Brooklyn waterfront. It follows that this chamber is vitally concerned with the 
improvement of the foreign commerce of this country and the removal of barriers 
to world commerce wherever they exist. We so stated, when the Trade Agree- 
ments Extension Act of 1955 was before the Congress and we repeat it now. 
Negotiations to this end have progressed well with aid of GATT and any improve- 
ment in the efficient operations of that agency would be of benefit to the commerce 
of the country as a whole and to the economy of Brooklyn in particular. We 
urge that the measure be favorably reported out of committee. 


STATEMENT OF THE GREATER MuskEGON CHAMBER OF COMMERCE TO HovUSE 
Ways AND Merans Committee IN REFERENCE TO ORGANIZATION FOR TRADE 
Cooperation, Marcu 13, 1956 


GENTLEMEN: We of the Greater Muskegon Chamber of Commerce, through 
our foreign trade council, have been advised of the importance of prompt and 
favorable congressional action on H. R. 5550. It is our understanding that this 
bill will a and administer the workings of the General Agreement on 
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We understand that both the OTC and GATT have been assailed by protec. 
tionists as being an unconstitutional delegation of authority to a “supranational 
organization.”” We believe that since the authority of OTC and GATT are 
clearly spelled out in the legislation, this is obviously a false assumption utilized 
a to advance the selfish interests of the protectionists. 

ertainly, considering the advances made under GATT, it is not only reason- 
able but necessary that an organization for trade cooperation be established to 
supplement the agreements made by GATT. 

Considering our own community’s interest and dependency upon foreign trade, 
we maintain a vital interest in these two organizations. We believe that a meeting 
place, a secretariat, and research facilities for the operation of GATT are of 
paramount importance today. 

In observing the operations of GATT, we believe that it offers a sound basis 
for maintaining our economic way of life. We believe it a basic hypothesis that 
through elimination of trade barriers, especially those directed against American 
products, the United States may better carry out its objectives of protecting and 
fostering our way of life throughout the world. 

Very truly yours, 


KE. A. Nicuous, President. 


Los ANGELES CHAMBER OF COMMERCE, 
March 13, 1956. 
THE CLERK, 
Committee on Ways and Means, 
New House Office Building, Washington, D. C. 


Drak Srr: This is to advise the members of the House Committee on Ways 
and Means now holding hearings on H. R. 5550, to authorize United States 
participation in the Organization for Trade Cooperation, of the action of the 
board of directors of the Los Angeles Chamber of Commerce. 

At a regular meeting on Thursday, March 8, the board of directors approved 
the recommendation of its world trade committee to support legislation which 
would authoritize the United States to join the proposed Organization for Trade 
Cooperation. 

It is our desire that this action on the part of the Los Angeles Chamber of 
Commerce be properly registered in the proceedings of the hearings now being 
conducted. 

Very truly yours, . 


ARNOLD O. BECKMAN, President. 


STATEMENT IN Support or H. R. 5550 Autnorizine UNiTEp States MEMBERSHIP 
IN THE ORGANIZATION FOR TRADE COOPERATION SUBMITTED FOR THE RECORD 
TO THE Houss Ways AND Means ComMiTTEE BY Dr. MERIBETH E. CAMERON, 
CHAIRMAN, INTERNATIONAL RELATIONS COMMITTEE, AND Mrs. James W. 
KipENEY, CHAIRMAN, LEGISLATIVE PROGRAM COMMITTEE, AMERICAN Asso- 
CIATION OF UNIVERSITY WOMEN 


Wasuineaton 6, D. C., March 14, 1956. 

On behalf of the International Relations and the Legislative Program Com- 
mittees of the American Association of University Women, we strongly urge the 
House Ways and Means Committee to report favorably H. R. 5550 which will 
authorize United States membership in the OTC. 

The American Association of University Women is an organization of 137,000 
women college graduates. The association has 1,339 branches in the 48 States, 
the District of Columbia, Alaska, Hawaii, and Guam. 

The AAUW maintains study programs in various fields including international 
relations. From these study programs, informed opinion is developed and then 
translated by convention vote into resolutions pertaining to federal legislation. 
At its most recent convention held in June 1955, in Los Angeles, the association 
reaffirmed its interest in and support of legislation for a more liberal trade policy 
by resolving in favor of: 

“Support of a constructive foreign policy * * * designed to develop conditions 
favorable to democracy, economic well-being, security, and peace throughout the 
world, through such measures as * * * the extension of Reciprocal Trade 
Agreements.” 

From the inception of the trade agreements program in 1934, the AAUW has 
consistently supported the legislation underwriting it. Most recently, in the first 
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session of the 84th Congress, the association went on record in support of H. R. 
1, a bill to extend the Reciprocal Trade Agreements Act, subsequently enacted 
as Public Law 86 on June 21, 1955. 

As chairmen of the Committees on International Relations and Legislative 
Program, we now urge the 84th Congress in its second session to enact H. R. 
5550, a bill to authorize United States membership in the Organization for Trade 
Cooperation. We make this recommendation for the following reasons: 

1. The Organization for Trade Cooperation is a much needed device for super- 
vising the operation of the General Agreement on Tariffs and Trade. he 
AAUW is thoroughly convinced of the value of the GATT, to which the United 
States has been a party for the last 8 years; we recognize the benefits, direct and 
indirect, which it has brought to the United States and its allies. OTC provides 
the necessary machinery for making the GATT still more effective in the years 
to come. 

2. Failure of the Congress to authorize United States membership in the OTC 
would kill all chance of survival of that organization. More than that, it would 
imply that the United States actively endorses trade barriers, the evidence of 
Public Law 84 (1955) to the contrary notwithstanding. The Eisenhower admin- 
istration is to be commended for its leadership in drawing up the charter creating 
OTC, for OTC is a logical instrument for fulfilling the United States goal of freer 
international trade. But if Congress now should fail to seize this means of 
demonstrating the strength of its convictions, the friends of the United States 
would quite properly accuse us of hypocrisy on a large scale. 

3. The objectives of the OTC and the GATT are in complete harmony with, 
in fact an extension of, the bilateral trade agreements which in recent years 
have been the core of our foreign economic policy, supported by both parties. 
OTC and the GATT provide for increased stability and order in trade; they 
symbolize the antithesis of Soviet methods of 2- or 3-way barter. 

4. The 35 nations represented in the GATT represent 80 percent of the inter- 
national trade of the free world; the United States accounts for 20.1 percent of 
that trade. It is in American self-interest at first hand—for her own farmers, 
laborers, and manufacturers—and at second hand—for her allies—that this world 
trade continue to expand. Our living standards and those of our allies depend 
in large measure on a high level of exchange of goods. 

5. The continued development of free world trade will create conditions favor- 
able to increased international flow of capital. This in turn will make possible 
increased total production for the free world. Increased production is to our 
interest for it will improve the morale of the free world even as it enhances the 
military potential of the free world. 

6. The OTC will in no way reduce the ultimate authority of the United States 
Congress to regulate the foreign trade of the United States. OTC will have no 
power to alter the terms of the GATT; Congress will retain its right to restrict 
imports in the agricultural field and will relinquish none of its rights in the field 
of tariff rates generally. 

In conclusion, we regard the accession of the United States to OTC as timely 
and in the public interest. We urge immediate acceptance of H. R. 5550. 


Re H. R. 5550; Organization for Trade Cooperation. 


New EnGianp Export Cuvs, Inc., 
Boston, Mass., March 1, 1956. 
There has been much misinformation circulated about the OTC. It is a 
matter of prime importance to the economic welfare of the United States that 
the functions and purposes of this proposed Organization be generally under- 
stood. We would like therefore briefly to review the essential facts about OTC 
as it is in draft constituted: 

1. Its scope is strictly limited to matters of trade. 

2. It cannot negotiate any trade agreements. 

3. It cannot infringe in any way upon the national sovereignty or upon 
the economic self-determination of the United States, since it is not endowed 
with any supra-national powers. 

4. Its broad purpose is simply to facilitate trade agreement activity already 
being engaged in by the United States and other GATT members (34 nations 
signatory to the General Agreement on Tariffs and Trade). 
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5. Aside from a share in the financial support of the Organization, and 
aside from the issuing of certain economic reports, no member nation becomes 
obligated to the OTC, but only to other GATT members with whom the 
member freely enters into trade agreements, as heretofore. 

6. Member nations may freely resign membership in the OTC. 

Any apprehension regarding national sovereignty or economic self-determina- 
tion should be dispelled by article 3 (d) of the Orc constitution: “The Organ- 
ization shall have no authority to amend the provisions of the general agreement; 
no decision or other action of the Assembly or any subsidiary body of the Organ- 
ization shall have the effect of imposing on a member any new obligation which 
the member has not specifically agreed to undertake.” 

The OTC would function: 

1. As a meeting place for negotiating GATT members; 

2. As a forum for amicable discussion of trade problems; 

3. As a gathering and disseminating agency for trade information (without 
duplicating the work of existing agencies) ; 

4. As an agency assisting contracting parties in the administration of 
trade agreements. 

Passage of H. R. 5550 would ratify the agreement signed on behalf of the 
United States at Geneva on March 31, 1955, by Assistant Secretary of State 
Samuel C. Waugh, establishing the OTC. That signature was conditional upon 
approval by the Congress of membership of the United States in the Organization. 

The special importance of H. R. 5550 is that failure of the Congress to pass this 
measure will be interpreted as a repudiation by the United States of the General 
Agreement on Tariffs and Trade, and is very likely to lead to its collapse. The 
United States would then lose critically important trade advantages. 

No nation, including the United States, would maintain membership in the 
GATT, if she were not thereby gaining important advantages. For the past 7 
years under the GATT there has been expansion of world trade and of United 
States foreign trade at a rapid rate. Essentially the GATT rules are those 
which the United States has incorporated into bilateral trade agreements since 
1934 to protect her interest in tariff concessions granted to her. Under the 
GATT rules: 

1. The United States has received more and greater concessions for her 
exports than otherwise possible, because other nations will grant more and 
greater concessions under multilateral than under bilateral agreements; 

2. The United States has been able to obtain concessions covering about 
50 percent in value of her exports; 

3. Between 1953 and early 1955 ten Western European countries removed 
quantitative restrictions on dollar imports, amounting to about 60 percent 
of such imports; 

4. The United States has had removed restrictions discriminatory to the 
following exports: coal apples, cigarettes, lumber, potatoes, textiles, auto- 
mobiles, tobacco, petroleum, wool, and motion pictures; and 

5. United States exporters have been protected against wholesale increases 
in tariff rates in export markets, since other contracting parties may raise 
se rates only in individual cases of threat of serious injury to domestic 
industry. 

For 7 years under the GATT the United States has enjoyed the benefits of an 
orderly, prosperous, and growing international trade, one of the most potent 
forces toward world peace. The export trade of the United States is a $15 
billion business, more important than all housing construction in the United 
States, and not much less important than farm income or business investment 
in plant and equipment. The export trade of the United States creates in whole 
or in part millions of jobs in agriculture, in commerce, and in industry. In many 
industries exports represent the difference between profit and loss. Without 
this large volume of exports, unit costs and prices would be higher, resulting in a 
lower standard of living for Americans. 

Without the GATT, international trade in the free world would revert to the 
former chaos of: 

1. Bilateral rather than multilateral agreements; 

2. Quantitative restrictions which nullify tariff concessions favorable to 
the United States; 

3. Wholesale increases of tariffs by foreign countries; 

4. Arbitrary exchange restrictions by foreign countries against dollar 
imports; and . 

5. Subsidizing of exports by foreign countries in unfair competition against 
United States exports. 
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In short, failure to pass H. R. 5550, we believe, means repudiation of the Gen- 
eral Agreement on Tariffs and Trade, and it means a return to former chaotic 
conditions of international trade and a shrinking foreign trade for the United 
States, with adverse effect on employment, prosperity, and the American standard 
of living. 

We believe that there is no more important legislation before the Congress 
today, and we urge its passage at the earliest possible date. 


IRWIN SPRINGER, 
Wituiam M. SuTHERLAND, 
NELSON M. WARNER, Chairman. 


RESOLUTION 


Whereas the President, in his state of the Union message to the 2d session of 
the 84th Congress, on January 5, 1956, asked for approval of United States 
membership in the Organization for Trade Cooperation, stating, ‘‘Our member- 
ship in the Organization for Trade Cooperation will provide the most effective 
and expeditious means for removing discriminations and restrictions against 
American exports and in making our trade agreements truly reciprocal. United 
States membership in the Organization will evidence our continuing desire to 
cooperate in promoting an expanded trade among the free nations’’; and 

Whereas a bill, H. R. 5550, has been introduced in Congress to authorize the 
President to accept membership for the United States in the Organization for 
Trade Cooperation; and 

Whereas the Organization for Trade Cooperation would have as its principal 
function the administration of the trade agreement which the United States and 
34 countries have negotiated and which is known as the General Agreement on 
Tariffs and Trade, in which the United States has participated for 8 years under 
the authority vested in the President by the Trade Agreements Act as amended 
and extended; and 

Whereas the formation of the Organization for Trade Cooperation would pro- 
vide a permanent organization for administering the General Agreement on 
Tariffs and Trade on a permanent basis, and is particularly designed to facilitate 
intergovernmental consultations pertaining to the conduct of international trade 
and to sponsor future trade agreement negotiations; and 

Whereas at the present time the general agreement has no regular administrative 
machinery, and its business can be conducted only at intermittent conferences, 
with loss in time and efficiency which is hurtful to all participating nations, and 
an Organization for Trade Cooperation is therefore indispensable if we are to 
resolve currently the many issues constantly arising in day-to-day trade among 
nations; and 

Whereas the Organization for Trade Cooperation would provide a forum for 
discussion and solution of many world-trade problems, each government remaining 
entirely free to adopt or reject OTC recommendations; and 

Whereas OTC would also have the important function of assembling and pub- 
lishing valuable data on worliwide trade movements and trends; and 

Whereas OTC could not add to United States obligations under the general 
agreement, nor could it abridge the powers of Congress with respect to customs 
or import duties, nor could it make tariff concessions or modify in any way the 
United States tariff structure, nor could it impose obligations on its members or 
— in any way the sovereignty of the United States: Now, therefore, it is 
iereby: 

Resolved, by the Foreign Trade Association of Southern California, by formal 
action of its board of directors assembled in a meeting duly called, as follows: 

1. That the Foreign Trade Association of Southern California, composed 
of 400 firms and individuals in the southern California area, engaged in 
import and export trade and related endeavors, approves and supports 
legislation which would authorize the United States to join the proposed 
Organization for Trade Cooperation, and urges the passage of H. R. 5550, 
now before Congress. 

2. That this resolution be brought to the attention of our congressional 
delegation from the southern California area, and to the attention of our 
California senators, urging their support of this legislation. 

3. That a copy of this resolution be sent to the Committee on Ways and 
Means of the House of Representatives, before which hearings are now being 
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held on this legislation, with the request that this statement be included in 
the record of the hearings of said committee. 

Approved and adopted this 8th day of March 1956 by the Board of Direc. 
tors of the Foreign Trade Association of Southern California. 


G. W. Ziec.er, 
President, 
[SEAL] R. O. VERNON, 
Manager, 
Foreign Trade Association, Southern California. 


STATEMENT BY THE BuFrraLO CHAMBER OF COMMERCE ON THE PROPOSAL To 
AvuTHORIZE UNITED STATES MEMBERSHIP IN THE ORGANIZATION FOR TRADE 
CooperaTION (H. R. 5550) 


Congressional approval of the bill to authorize United States participation in 
the Organization for Trade Cooperation is recommended by the Buffalo Chamber 
of Commerce. 

The General Agreement on Tariffs and Trade, since its inception, has been a 
beneficial factor in the freer flow of international trade, even under its rather loose 
and informal administration. 

The setting up of the Organization for Trade Cooperation to provide for a 
permanent operational body to carry out the administration of the trade rules of 
GATT should make the general agreement much more effective. 

Furthermore, the liberalization of foreign trade policies of all countries, which 
should result from the OTC, would be a decided aid to the international com- 
merce of all the member nations. 


STaTEMENT ON H. R. 5550 By THE NATIONAL FEDERATION OF BUSINESS AND 
PROFESSIONAL WoMEN’s Cuivss, INc., WasHInGToN, D. C 


Dear Mr. CuarrMan: The National Federation of Business and Professional 
Women’s Clubs, Inc., an organization of women actively engaged in business 
and the professions, supports H. R. 5550 to amend the Tariff Act of 1930 with 
respect to the administration of the General Agreement on Tariffs and Trade. 
A legislative platform which includes development through the reduction of 
trade barriers, was adopted at the National Convention held in St. Louis, Mo., 
July 1954 by the representatives of its 165,000 members organized in 3,000 local 
clubs in the 48 States, Washington, D. C., Alaska, and Hawaii. The federation’s 
legislative steering committee, after examining proposed legislative measures 
related to our legislative platform, voted to endorse H. R. 5550, concluding that 
membership for the United States in the Organization for Trade Cooperation 
provided for in the agreement drawn up by the contracting parties to the General 
Agreement on Tariffs and Trade would implement H. R. 1, the Trade Extension 
Act of 1955, and provide for the orderly expansion of world trade. 

Support for membership in the Organization for Trade Cooperation not only 
implements our present legislation platform to reduce barriers to trade but is in 
keeping with a decision made April 1949 to support ratification of the Havana 
Charter signed by 54 nations including the United States. The charter included 
provision for the creation of an International Trade Organization. In a state- 
ment to the Senate Foreign Relations Committee at that time in support of the 
resolution authorizing ratification, opinion was expressed as follows: ‘Establish- 
ment of the International Trade Organization at the earliest possible date is 
essential in order to strengthen the framework for an expanding world economy.’ 
The proposed trade organization was never approved by the United States 
Congress, and partly as a result of the refusal of the United States to act, the 
ITO was never established. 

During the intervening years the imperative need for an organization which 
would facilitate arrangements for trade negotiation and adjustment of problems 
involving trade rules has become increasingly apparent as the negotiations under 
GATT have grown in importance. While the trade rules of GATT to protect 
tariff concessions adopted to help reestablish a healthy expanding internation 
trade after the economic and political dislocations of the war have been proved to 
be effective during the past 7 years, it is deemed importapt to provide a con- 
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tinuous mechanism for a more effective administration of the trade rules and for 
the discussion of mutual trade problems. 

The proposed OTC, which is the second attempt by a smaller number of nations 
to facilitate intergovernmental consultation on questions relating to trade, 
should have the full support of the United States for the following reasons. 

The OTC offers a framework through which the United States can work with 
other nations to promote the exchange of goods and the elimination of restrictive 
and discriminatory trading practices. A balanced and expanding world economy 
which, it is believed, the new organization could help to bring about, will help 
to create more employment opportunities for women in the United States and a 
higher standard of living for women in other parts of the world. 

It is deemed that the establishment of the OTC could be an impetus toward 
building a freer world trading system. The trade policies of some of the newer 
nations on whom we are dependent for strategic defense materials are still in a 
state of flux. Adjustments in trade policies are being considered by other nations 
faced with a rapid rate of expansion in their trade. Agreement to membership 
in the proposed OTC without delay would demonstrate an active interest in the 
promotion of trade among free nations. 

Membership in OTC, it is believed, will carry forward promises made in ratify- 
ing the North Atlantic Treaty. In article II it is stated that the signatories will 
seek to eliminate conflict in international economic policies and encourage 
economic collaboration between the countries. Refusal to approve membershi 
in the OTC would have tremendous political repercussions at a time when NAT( 
is becoming increasingly important as a force to deter the expansion of Soviet 
imperialism. It is necessary to demonstrate to those with whom we promise 
military cooperation that we are equally concerned with their building economic 
strength through orderly cooperation for prosperity as well as defense. We 
cannot have strong military allies if we offend them with our trade policies. 

Congressional failure to approve the proposed OTC would greatly weaken the 
position of the United States in its trade relationships with the other countries 
of the free world. It would make unworkable the most effective system ever 
devised by goverments for cooperative reduction to the barriers to world trade. 
Passage of this bill is urged because without support of the United States, the 
OTC cannot be established. In order to come into being, it must be accepted 
by the governments controlling 85 percent of the trade. Since the United States 
accounts for 20 percent of the trade of all the nations that have signed the general 
agreements, it can be clearly seen that the OTC cannot be established without the 
approval of the United States. 

It is deemed important that an Organization for Trade Cooperation be estab- 
lished which may in the future, as stated in article 11 of the agreement, be 
affiliated as a specialized agency of the United Nations. In collecting, analyzing 
and publicizing information relating to international trade and commercial policy 
and where appropriate making recommendations, the new organization would 
be carrying forward the solution of economic and social problems, a necessary 
prerequisite to strengthening and making effective the United Nations efforts 
to build for lasting peace. 

Respectfully submitted. 

Mrs. IsABELLA J. JONES, 
Chairman, National Legislation Committee. 


STATEMENT OF THE AMERICAN VETERANS COMMITTEE TO THE House WAYS AND 
Means Commirree In Support or H. R. 5550,°a Brit to AuTHORIZE THE 
Unrrep States PARTICIPATION IN THE ORGANIZATION FOR TRADE COOPERATION 
(OTC), Wasuineton 6, D. C., Marca 6, 1956 


Mr. Chairman and members of the committee, the American Veterans’ Com- 
mittee (AVC) appreciates this chance to express the views of the organization 
in support of H. R. 5550, a bill authorizing United States participation in the 
Organization for Trade Cooperation (OTC). 

_AVC is a veterans’ organization composed of members who served in the 
United States Armed Forces in World War I, World War II, and in Korea. 
AVC has consistently supported the reciprocal trade program as one of the most 
important factors in building the economic strength of the nation and the world, 
thereby helping to promote the well-being of our people and the world’s population. 





1244 ORGANIZATION FOR TRADE COOPERATION 


The American Veterans’ Committee’s last national convention held in Atlantic 
City, N. J., in November 1955, adopted a platform on international affairs, 
which states the following: 

“We advocate a long range foreign economic policy designed to strengthen 
democratic countries and the development of free enterprise on a world scale 
through—low and stable tariffs * * *,” 

We believe that United States participation in the OTC is of vital importance 
in the continued development of the best possible program of world trade. 

There is increasing evidence today of efforts by the Soviet Union to spread 
communism through activities on the economic front. The Communists may 
succeed in bringing new nations into their orbit if the free world fails in its pro- 
gram of mutual assistance through the freest possible trade. OTC will be a 
ma,or factor in the coordination and administering of the best possible trade 
relations, strengthening reciprocal trade and reducing the effects of Communist 
actions in this important area. 

Failure by Congress to authorize United States participation in OTC, we 
believe, would be a serious blow to a strong world economy and a tremendous 
weakening of the free world’s position vis-a-vis the efforts of the Communists to 
spread their tentacles further over the face of the earth. 

As citizens and as veterans who have served the Nation in time of war, we are 
devoted to supporting every legitimate means of strengthening the free world so 
that no future American may have to carry a gun or fly a plane in combat. We 
hope you will give your favorable consideration to H. R. 5550 as an important 
device in helping the world secure the peace to which we are dedicated. 


STATEMENT BY THE AMERICAN CHAMBER OF COMMERCE FOR TRADE WITH ITALY, 


Inc., New York, N. Y., on H. R. 5550 Berorzt THE House ComMMITTEE ON 
Ways AND MEANS 


For many decades this chamber, established in 1887, has pursued the objective 
of fostering closer and mutually advantageous trade relations between the United 
States and Italy. In keeping with the fact that our association includes most 
leading American importers and exporters doing business with Italy, we have on 
all occasions given full and primary consideration to the national interest of the 
United States and to the economic welfare of its people. 

This holds true with regard to our viewpoint on H. R. 5550, of which we advo- 
cate passage in the conviction that America will benefit from participation in the 
Organization for Trade Cooperation in no lesser degree than the other 34 countries 
so far participating in the GATT, and the additional free nations that may join 
it in the future. 

Having thus made clear our stand, we believe it is unnecessary and would only 
be repetitious to explain in detail the reasons upon which our endorsement of the 
bill is predicated. Those favoring its enactment have stated such reasons authori- 
tatively and fully, among them President Eisenhower in his state of the Union 
message of this year and in his economic report to Congress on January 24, 1956. 
On March 1 Secretary of State Dulles, Secretary of Agriculture Benson, and Secre- 
tary of the Interior McKay all added the weight of their responsible approval with 
regard to this important legislation. 

Our chamber not only concurs with the recommendations of these prominent 
members of our Government but has noted with great interest that in his recent 
visit to Washington the President of the Republic of Italy, Giovanni Gronchi, 
both in meetings with the highest American statesmen and in his appearance 
before a joint session of Congress, stressed the paramount importance of economic 
ties among friendly countries to assure peace and prosperity here and the world 
over. 

However, our deep conviction that the United States should promptly sanction 
participation in the OTC, stems above all from the business background and ex- 
perience of our members, who for objective and realistic motives maintain un- 
hesitatingly that American industries, working classes and millions of consumers 
have much to gain and practically nothing to fear from a consistent, alert policy of 
cooperation in the field of international exchanges. As traders, we emphasize 
that untapped, vast markets will open to American exporters if we show the wis- 
dom and daring to foster through closer relations the economic progress of under- 
developed areas, today lacking the capital and know-how to improve their living 
standards. It is hardly necessary to again point out that trade is a two-way street, 
and that our exports cannot be expanded, unless we allow the countries we want as 
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customers to earn dollars*with which American goods can be purchased. The 
traditional fallacy that protectionists invoke—namely that our industries and 
workers are menaced by a flood of cheaply produced imports—has in most instances 
been refuted by cold facts and figures whenever a responsible investigation has 
been conducted impartially. And when higher tariffs or quotas have been imposed, 
as a rule the enterprises clamoring for relief have reluctantly had to admit that 
the unfavorable trend in their operations could not be blamed on imports—while 
the arbitrary protection of an infinitesimal share of our economy provoked in other 
countries unfavorable repercussions immeasurably greater from the economic and 
political standpoints. 

On the basis of these considerations and without further elaborating on subjects 
that have been debated on innumerable occasions, we wish to go on record as 
favoring without reservations passage of H. R. 5550. 

Respectfully submitted. 

Leo G. Nunes, President. 


STATEMENT IN Support or H. R. 5550 Avuruorizinc UnitTep Srares Parrtici- 
PATION IN THE OTC By THE NaTIoNAL CouNcIL or JEwisH WomEN, INc. 


The National Council of Jewish Women is a voluntary membership organization 
with 105,000 members throughout the States. It has a twofold program of 
education and service to the community. 

Despite the fact that the members of our organization do not have a direct 
interest in international trade, they believe that Americin membership in the 
Organization for Trade Cooperation is of major concern to them. 

Council has a long and sound tradition of 60 years of study and support of 
domestic and international policies which best serve the interests and well-being 
of the American people. Our interest in the development and expansion of 
United States trade is the very real and direct interest of every American con- 
cerned with the well-being of the United States. 

We want a prosperous economy and we know this is impossible without the 
support of a thriving world trade. 

It is through this interest, the interest of citizens in a democracy, that support 
of the OTC is important to the National Council of Jewish Women. It is an 
outgrowth of our resolution on international trade, which was first adopted by 
council members assembled in convention in 1938. This has formed the basis 
of council’s public position and of our study of matters pertinent to United States 
foreign trade policy. 

The National Council of Jewish Women resolves: 

“To support the progressive reduction of tariffs by the United States on a 
reciprocal basis, and urge the United States Government to undertake international 
agreements designed to lower or remove trade barriers.’’ 

We hope that as we have in our discussion and study as National Council of 
Jewish Women members, the members of this committee have concluded that 
membership in OTC would greatly benefit thé development of United States trade 
with the other countries of the world and would in the best tradition of United 
States forign economic policy. 

We know that under the General Agreement on Tariffs and Trade which the 
OTC would administer, many reciprocal tariff reductions have been negotiated 
to the benefit of the United States and in accord with United States trade policies. 
But the benefits of the GATT would be immeasurably increased by a stable 
administrative machinery which is essential to the smooth functioning of any 
working agreement. This is what OTC would provide, and that is why the United 
States should join. 

American foreign economic policy is an integral part of American total foreign 
policy. Americans know now without question that the development of good 
trade relations between the United States and the other free countries helps not 
only the trade and economies of the countries involved but helps also to cement 
political and security ties and develop a stronger general bond among the free 
nations of the world. In this large perspective the OTC is an item and United 
States membership a step. But it is an important step, urgently important, 
because it is one more step in the direction of peace and security. 
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§ Witsvr-E us Co., 
San Francisco 4, Calif., March 12, 1956. 


Mr. Leo Irwin, 
Clerk, Ways and Means Committee 
House of Representatives, Washington, D. C. 


Dear Mr. Irwin: I wish to support H. R. 5550, the bill approving Uni 
States participation in the Organization for Trade Cooperation. ” ae 

With some 35 years of active experience in the import-export business and as 
president of Wilbur-Ellis Co. and Connell Bros. Co., Ltd., importers and exporters 
with offices in this country and all over the world, I believe strongly in the recip- 
rocal trade agreements program and in the General Agreements on Tariffs and 
Trade, which it has made possible. I believe that this program and this agree- 
ment have paid this nation substantial dividends in strengthening our ties with 
the other nations of the free world, in expanding our economy through the reduc- 
tion of barriers to the free flow of trade, and in contributing to the establishment 
of a world free from the kind of commercial warfare so common in the past. 

Approval of the OTC would represent no new grant of substantive authority 
to the President. It is, nevertheless, a logical and necessary step in the confirma- 
tion of our policy of expanding trade and international cooperation. By providing 
a continuing organization and an executive committee ready to give immediate 
consideration to trade problems as they arise, the OTC will enable GATT to 
function far more efficiently. Thus the OTC will make it possible for the member 
countries to achieve far more prompt and effective solutions. The GATT, with 
its general prohibition against the use of quotas for protective purposes, will be 
on firmer ground and the United States will be able to pursue with greater confi- 
dence its objective of their elimination. As the financial situation of member 
countries improves, a determined attack may be made through the GATT-OTC 
on the widespread discrimination against dollar goods. 

In my opinion, it is wholly in the interest of the United States that OTC become 
a reality. With it, the GATT will be materially strengthened and the bargaining 
position of the United States will be enhanced. Without it, the efficacy of GATT 
will be weakened, perhaps even destroyed, and we shall be faced with brokenup, 
compartmentalized trade, with general discrimination the accepted standard. 
For the United States whose clear interest has been in a system of world multi- 
lateral trade, this development could well be disastrous. 

I, therefore, respectfully a the committee to recommend approval of United 
States participation in the OTC. 

Very sincerely yours, 
Brayton WILBUR. 


M. H. GreeneBAvM, INc., 
New York 7, N. Y., March 12, 1956. 
Hon. Jere Cooper, 
Chairman, Committee on Ways @nd Means, 
House of Representatives, Washington 25, D. C. 

Dear Mr. Cooper: We strongly support H. R. 5550, the bill which you intro- 
duced in the House of Representatives, and which proposes to authorize the 
President to accept membership for the United States in the Organization for 
Trade Cooperation. We agree with the President, and with all the other sup- 
porters of this bill, that our national interest requires us to join the other countries 
of the free world in dealing with our international trade problems on a cooperative 
basis. It is inconceivable that the United States, the greatest trading nation in 
the world, will refuse to participate in such a cooperative program, a program 
which we have long advocated. As a firm engaged in foreign trade for many 
years, we appreciate the need for an organization like the OTC. Please insert 
our support in the records of your committee on this bill. 

Sincerely yours, 
Henry GREENEBAUM. 


New York 3, February 29, 1956. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 
Dear Str: It is my understanding that the Ways and Means Committee will 
hold public hearings within the next few days on H. R. 5550. This bill would 
authorize the President to accept membership for the United States in the Organ- 
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ization for Trade Cooperation. I also understand that the organization is de- 
sizned to administer the trade rules in GATT on a permanent basis. It is to 
facilitate consultations between governments pertaining to international trade 
and it will sponsor future trade neogitations. It will do what it can to eliminate 
harriers to international trade. 

As I am in the import and export business, all of the above is of great importance 
to me and I hope you will do everything in your power to see that this bill is acted 
upon favorably. 

| would very much like that this request be incorporated in the record of hear- 
ings on H. R. 5550. 

Respectfully yours, 


S. H. Hrrsca. 


ArtTuHuR SauM, INc., 


Chicago 8, Ill., March 2, 1956. 
Hon. Jere Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


Dear Str: We understand that beginning on March 1, 1956, the Committee 
on Ways and Means of the House of Representatives will hold publie hearing on 
H. R. 5550. 

Our organization favors H. R. 5550 and we should like to go on record that we 
support it. 

Sincerely, 


ARTHUR SALM. 


New York 3, N. Y., February 29, 1956. 
Hon. Jere Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


Dear Sir: It is my understanding that the Ways and Means Committee will 
hold public hearings within the next few days on H. R. 5550. This bill would 
authorize the President to accept membership for the United States in the Organ- 
ization for Trade Cooperation. I also understand that the organization is designed 
to administer the trade rules in GATT on a permanent basis. It is to facilitate 
consultations between governments pertaining to international trade and it will 
sponsor future trade negotiations. It will do what it can to eliminate barriers to 
international trade. 

As I am in the import and export business, all of the above is of great impor- 
tance to me and I hope you will do everything in your power to see that this bill 
is acted upon favorably. 

I would very much like that this request be incorporated in the record of heare 
ings on H. R. 5550. 

Respectfully yours, 
GEORGES FRIEDLAENDER. 


Sart Lake City, Utan, March 13, 1956. 
Hon. JERE Cooper, Chairman, 


Committee on Ways and Means, 
House of Representatives, Washington, D. C.: 


Utah manufacturers, a third of which are dependent upon the Utah mineral 
industries, are opposed to H. R. 5550 because it proposes establishment of an inter- 
national organization to administer the General Agreement on Tariffs and Trade. 
Removing from Congress its constitutional right of decision in these vital matters. 
We have found that operations of the Trade Agreement Act under GATT have 
been discriminatory against the raw materials producers of the Western States, 
particularly those whose products are competitive in foreign commerce, and we 
therefore oppose the further assignment of power to and internationally controlled 
body over our foreign and domestic commerce as proposed in H. R. 5550. The 
posse is an additional threat to industry and employment in our Western 
States. 

Respectfully, 
UtTan MANUFACTURERS ASSOCIATION, 
Ames K. BaGtey, 
Executive Secretary. 
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American Zinc Co. or ILurNois, 
East St. Louis, Ill., March 9, 1956. 
Hon. Jere Cooper, 
Chairman, Ways and Means Committee, 
House of Reprostatatiess, Washington 25, D. C. 

My Dear Mr. Cooper: The purpose of this letter is to acquaint you with my 
view with respect to H. R. 5550. s 

The domestic zine mining and smelting industry and in particular that of the 
State of Illinois will, in my opinion, be placed in a most precarious situation if 
H. R. 5550 is passed. You are well aware of the vital contribution made by this 
industry to the defense effort of our country. In time of peace this industry 
constitutes a sizable segment of our economy which is indicated by the fact that 
in-the State of Illinois alone a conservative estimate shows employment in the 
zine mining and smelting industry of upward of 2,700 people with an annual 
payroll of approximately $11 million. This is spread over the State rather 
uniformly and involves some 12 or 15 separate areas. 

I am opposed to and hope you will vote against enactment of H. R. 5550, for 
the following specific reasons: 

1. I believe this bill which takes away from Congress and delegates to an 
international agency the authority to regulate our foreign trade, is in violation 
of our Constitution. 

2. Since one of the announced objectives of this international agency is “‘the 
substantial reduction of tariffs,’”’ the enactment of H. R. 5550 could result in the 
elimination of the present inadequate tariff on zinc and subject our domestic 
industry to increasing pressure in competing with zine produced in foreign 
countries where wages are only one-tenth to one-fourth those paid in this 
country. 

3. If, as a result of H. R. 5550 becoming law, imports of cheap foreign prod- 
ucts produced at low wages threaten the stability of a domestic industry, and in 
turn the welfare of people employed in that industry, they will not be able to 
effectively call upon their representatives in Congress since Congress will have 
relinquished its authority to act. 

4. Passage of this bill will reduce to the vanishing point any prospect our in- 
dustry might have of obtaining protection from Congress should we again be 
faced with a flood of foreign metal produced with cheap labor. This could very 
easily result in a substantial liquidation of jobs and seriously weaken, if not 
totally destroy, the contribution of our industry to the national defense program. 

Sincerely yours, 
GrorceE L. Spencer, Jr., 
Vice President. 


AMERICAN Zinc, LEap & SMELTING Co., 
Shullsburg, Wis., March 16, 1956. 
CHAIRMAN, 
Ways and Means Committee, 
Washington, D. C. 


Dear Sir: Relative to bill H. R. 5550, presently being considered by the Ways 
and Means Committee, the subject of which is approval or rejection of the entry 
of the United States into Organization for Trade Cooperation. 

We trust you are aware of the extreme importance of the nonferrous-metal 
industry in the State of Wisconsin and that you are familiar with the competi- 
tion we have from metal coming in from foreign countries. All of these countries 
have lower wage scales than ours except probably Canada. 

In 1953 the total wages paid at our operation amounted to $494,538.66; in 
1954 $429,407,89, and in 1955 $388,601.60. 

We feel that GATT is unconstitutional; that it is a delegation of the regula- 
tion of our commerce with foreign nations to a foreign controlled group. The 
authority to regulate commerce with foreign nations is expressly given to Con- 
gress by our Constitution. 

GATT is a step toward a controlled international economic and world 
socialism. 

The result of GATT would deprive the citizen of his right to protest to his 
Congressman, if imports of cheap-made foreign products imperil his job or 
business since the tariff-making powers of Congress will have been largely dele- 
gated by Congress to the State Seeastuanns and GATT. 

We believe our President has been misinformed by his advisors in this in- 
stance, and that he does not understand the complexities of GATT nor does he 
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realize the implications of the organization or the dangers to our industry as more 
clearly seen by people in industry who are actually faced with the competition 
from cheaply produced foreign goods. 

We believe that GATT will end any hope that the mining industry might have 
of obtaining protection from Congress in the event that the demand for metals 
in Europe should again fall off and we should be faced with a flood of foreign 
metal produced with cheap labor and where standards of living are much lower 
than in this country. 

We earnestly solicit your efforts for defeat of H. R. 5550. 

The enclosed pamphlet, Tariffs Are a Job’s Best Friend, express our sentiment. 

Very truly yours, 
J. P. Lackg, 


General Superintendent. 


TariFrrs ARE A Jos’s Best FRIEND 


A tariff is a charge levied on foreign goods to (a) raise revenue for the 
Government and (b), more important, protect your job. 


THE REASON FOR TARIFFS 

To protect your job 

Foreign producers pay wages ranging from an average of 54 cents per hour in 
Great Britain to less than 15 cents per hour in the textile industry in Japan. 
Without adequate tariffs their cheaper goods flood the American market, driving 
American producers out of business and American workers out of jobs. Thanks 
at least in part to imports from Japan, the textile industry alone has lost 200,000 
jobs in the last 5 years. 


For “fair play” 
Foreign producers do not pay the same taxes, obey the same laws or observe 
the same standards as American producers. For example, in Italy ‘‘fringe 


benefits” run to about 6 cents per hour, compared to an average of 35 cents in 
the United States. Tariffs serve to offset this unfair advantage. 


For defense 


America’s ability to produce won two World Wars. If we turn to foreign 
sources for goods we can make at home, and let our own production lines go idle, 
that ability to produce will decay. We need tariffs to keep vital industries— 
eae machine tools, electrical and electronic equipment, and many others— 
at home. 


“ High” tariffs? 

Critics talk about “high” tariffs. Applied to the United States this is nonsense. 
Our rates have been deeply cut in recent years. We now collect in duties less 
than 6 percent of the value of imports. 

During the same period Great Britain, France, Germany and Italy boosted 
rates on 78 key commodities anywhere from 6 to 76 percent. Great Britain now 
collects an average 25 percent of import value—5 times our rate. 


TARIFFS IN OUR HISTORY 


The first act of Congress, after an organizing bill, was a tariff law 
‘Free trade” influence was strong and the rates were low. 
Then came the War of 1812. We lacked factories and trained workers to supply 


even the basic needs of the Armed Forces—guns, ammunition, uniforms, wagons, 
ete. 


This experience a Thomas Jefferson, previously a free trader, to change 


sides. Daniel Webster also later came out for “ protection.” 


Gradually the country split 


Southern plantation owners, with cotton to trade for manufactured goods 
abroad, wanted low or no tariffs. Lincoln and the Republicans, speaking for 
factory workers and owners in the North, wanted protective tariffs. The party 
lineup remained that way, Southern Democrats for ‘‘free trade,’”’ most Repubiicans 
for ‘protection,’ for nearly 100 years. 


Trade Agreements Act 


In 1934 a new law called the Trade Agreements Act authorized the State 
Department to exchange cuts in our tariffs for “‘reciprocal” cuts by other countries. 
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This did not work. We proceeded to cut tariffs by 75 percent. All we got in 
return, in Many cases, was simply a promise by other countries not to raise their 
rates. When we did get a real concession, and American goods began to enter 
the foreign market, they were stopped by other measures—quotas, embargoes, 
bank rules, ete. These nullified the concession. 

Meanwhile American industries and American workers have been badly hurt. 
In 1955 more than 200 trade associations and unions officially reported serious 
injury by cheap imports. 

THE PROBLEM NOW 


In 1955 the State Department asked for another extension of the Trade Agree- 
ments Act. A violent protest went up all over the country, completely crossing 
party lines. At one point 80 Democrats voted with 119 Republicans against the 


bill. Only after accepting 26 amendments could the State Department get the 
law passed. 


H. R. 5550 


Now, despite this nationwide protest, the State Department wants to pledge 
further cuts. By a bill called H. R. 5550 it seeks permission to join a new inter- 
national agency, the Organization for Trade Cooperation, known as OTC. An 
announced objective of OTC is “the substantial reduction of tariffs.”’ 

Among the 34 other members of OTC will be Japan and 5 other Asiatic countries, 
where wages are as little as 15 cents per hour. Communist Czechoslovakia will 
be a member. Any member, including the United States, will be obligated to 
enter into tariff-cutting negotiations with these and other members whenever 
OTC calls. 

Each member will have one vote. The United States, with 167 million people, 
will have no greater voice than Luxembourg, with 300,000. Russia will control 
Czechoslovakia’s vote and influence the vote of others, like India, exposed to 
Communist pressure. 


It is vital to defeat H. R. 5550 


Otherwise control of United States tariffs and trade policy can pass from Con- 
gress to an organization ruled by foreign governments. ‘‘Free trade,” with 
sweeping loss of jobs in dozens of American industries will be the order of the 
day. 

WHAT YOU CAN DO 


A bill now before Congress would pledge the United States to additional 
“substantial reduction in tariffs.” It is called H. R. 5550. 


V Read the rest of this pamphlet 
It tells what will happen if H. R. 5550 passes. 
Vv Check with your company 


Learn what tariff cuts have done and can do to your industry and your job. 
Learn what H. R. 5550—if it passes—can do. If you belong to a union, ask it 
to help, too. 


v Tell your friends and neighbors 


Point out the dangers of H. R. 5550: How it can hurt their jobs, their community 
and the nation. Urge your lodge, your union, your club to pass and send to 
Congress resolutions opposing H. R. 5550. 


Vv Write your Congressman 


He will be under great pressure to vote for H. R. 5550. Tell him you are 
against further tariff cuts. Let him know he will have support at home if he 
votes against H. R. 5550. 

Do not let American jobs be exported. Tariff cuts can end up giving your work 
to low wage foreign labor. Speak up—Defeat H. R. 5550. 


SOME OLD FABLES 


Tariffs are a tax on the consumer 


If this were so, the price to consumers would drop whenever a tariff is cut. 
The tariff on whisky was recently cut by a total of $1.25 per proof gallon. There 
was no corresponding drop in prices. Foreign distillers simply pocketed the 
difference, estimated at $50 million. 
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“Trade not aid’”’ 


This is @ ery put up by other countries when they see our taxpayers balking at 
further aid. They propose that, instead of aid, we cut tariffs. This would let 
them take the same money, or more, as profits on sales made at the expense of 
American workers. 


“We must buy in order to sell” 


Some American businessmen make bigger profits by selling abroad than at 
home. They want us to finance these sales by buying whatever their foreign 
customers offer in exchange, regardless of the effect on their fellow American 
workers. 

This is @ poor argument. By imports and expenditures abroad we are already 
putting $20 billion per year in the hands of foreign buyers. It is their own 
tariffs, embargoes and quotas, not a lack of dollars, which limit their buying of 
American goods. 


“We need foreign products” 


True in part. But the things we lack—rubber, tin, coffee, manganese, ete.— 
have long entered duty free. These, together with products paying only nominal 
duties, account for two-thirds of our imports. 

We impose tariffs primarily on things we already have enough of—things 
which compete with our own products. Even for these, however, the rates are 
far from prohibitive—last year some $4 billion worth of such goods entered despite 
tariffs. Indeed, as with Japanese blouses now flooding the country, present 
rates in many cases do not come near offsetting the difference in labor cost. 


TRADE INFORMATION COMMITTEE, 
New York 36, N. Y. 


Resipvs Minne Co., 
Picher, Okla., March 9, 1956. 
Re H. R. 5550 Authorizing United States Membership in Organization for Trade 
Cooperation. 
Hon. JERE CoopEr, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington 25, D. C. 


Dear Mr. Cooper: The Residue Mining Co., a small operator in the tri-State 
lead and zine mining field, having found it very difficult to stay in operation during 
the past few years due to depressed metal markets, brought on to a large extent 
by foreign imports, finds it necessary to protest the passage of H. R. 5550. 

Certainly any potential adverse legislation affecting an industry that is finding 
it difficult to survive is a very serious matter. The metal mining industry is one 
of the most important, and yet unstable, industries in our country today. In 
our opinion, the passage of H. R. 5550 could, and probably would, bring chaos 
to a highly vulnerable segment of our national security and economy. 

We believe that matters of such grave importance should be handled solely 
by Congress, by constitutional procedure, and not delegated to any individual 
or group of individuals whose qualifications are an unknown factor, and who 
would be immune to the protest of our citizens. 

The metal mining industry is in sore need of tariff protection. We do not 
believe we would receive any consideration in this respect through the GATT 
and it is important that we at least have hope. 

As stated above, the Residue Mining Co. is a small independent metal mining 
company, one of a few who have been able to survive several years’ hardships. 
Many have been forced out of business because of depressed prices and increased 
costs. Certainly we should be entitled to the protection of Congress to insure 
the welfare of small businesses which support small communities, which in turn 
constitute a large part of our country. 

We believe this proposed law is fraught with hazards and injustices to the 
American workman and the metal mining industry, and respectfully ask that 
you exert every possible effort to defeat it. 

Very truly yours, 
A. E. Ganpy, Secretary. 
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STATEMENT OF THE AMERICAN MINING CONGRESS TO THE House COMMITTEE on 
Ways AND Means Re H. R. 5550—Unitep States PARTICIPATION IN THE 


ORGANIZATION FOR TRADE COOPERATION, WASHINGTON 6, D. C., Marcu 16, 
1956 


Mr. Chairman and members of the committee, the American Mining Congress, 
a national organization representing all branches of the mining industry through- 
out the United States, respectfully urges that your committee reject H. R. 5550, 
which would authorize United States membership in the Organization for Trade 
Cooperation (OTC). 

Our general position on tariffs and international agreements for the regulation 
of foreign trade was set forth in a declaration of policy adopted at our 57th 
annual convention last fal, attended by over 3,000 mining men. This policy 
declaration contained the following expression of the mining industry’s views: 

We again endorse the Government policy that a strong, vigorous and efficient 
domestic metal and mineral industry is essential to the long-term economic 
development of the United States and that an adequate mobilization base of metal 
and mineral production for our Nation must look to domestic production and ore 
reserves for the major portion of our mineral and metal supply, despite progressive 
increase of imports of some of these materials. 

Experience has shown that we cannot depend on foreign ore reserves as a source 
of supply in an emergency, however important it may be to import some metals 
and minerals to supplement domestic production and to fill our stockpile with 
materials in which we are deficient. World political conditions, as well as hazards 
of possible air and submarine warfare, support this conclusion. 

We continue to recommend, therefore, that the Congress exercise its authority 
over tariffs, to be administered for the welfare of the American people and 
provide reasonable tariff protection. 

A reasonable and workable means of maintaining an adequate “mobilization 
base” in the production of critical and strategic metals and minerals must be 
worked out promptly. This mobilization base can be maintained in most minerals 
and metals by maintenance of a reasonable price. To accomplish this we favor 
enactment of excise taxes or flexible tariffs on imports, which may be suspended 
in whole or in part whenever prices are at an economic level that will permit the 
domestic mining industry to maintain such adequate mobilization base for national 
security. 

We recommend that Congress reject participation in any organization which 
places the power to regulate trade and foreign commerce of the United States in 
the hands of any international body. 

The industrial strength of our Nation has proved itself}to"be the unfailing main- 
spring of defense of the United States and the world’s free nations. As a keystone 
to this industrial strength, we strongly urge governmental policies which will 
assure the maintenance and encouragement of the fullest possible domestic produc- 
tion capacity in strategic and critical metals and minerals. 

We have opposed intergovernmental commodity agreements that call for 
control over industry or involve international regulation of production, distribu- 
tion and prices of minerals and other raw materials. Consistent with this position 
our 1952 policy declaration opposed United States participation in the Inter- 
national Materials Conference. 

We commend the administration for having completely rejected intergovern- 
mental commodity agreements at the Rio conference last fall and for its forthright 
position in the United Nations Economic and{Social{Council at Geneva this past 
summer, where it announced that the United States will not find it possible to 
participate in the work of the United Nations Commission for International 
Commodity Trade. 

RELATION OF OTC TO GATT 


Involved in your consideration of H. R. 5550 is something far more com- 
plicated—and fraught with far more serious consequences to the United States, 
our industries, and our international trade—than is apparent from the brief 
language of this measure. Involved is far more than is evident from a reading of 
the agreement on the Organization for Trade Cooperation (OTC). 

The OTC agreement, which you are now asked to approve, would establish 
OTC as an international organization, comprising the United States and the 34 
other nations who are parties to GATT—the General Agreement on Tariffs 
and Trade. OTC would then act as a permanent organization for the adminis- 
tration of GATT, and for “the achievement of the purposes and objectives 
set forth in GATT. 
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OTC and GATT are thus inextricably interwined, and approval of H. R. 5550 
would be tantamount to congressional endorsement of GATT. Any consideration 
of OTC must necessarily call for a thorough study of GATT. 

Adopted in 1947, GATT is a broad agreement among the same 35 nations who 
would be parties to OTC. It consists of 67 pages of text, plus hundreds of addi- 
tional pages of decisions, rulings, interpretations, exceptions, etc., governing the 
trade relationships of member nations. In its decisions, whether on matters in- 
volving trade relations, on disputes between member nations, or even on amend- 
ments to GATT’s own basic policies and procedures, the United States has only 1 
vote out of 35. The same would be true under OTC, the proposed administrative 
agency for GATT. The United States obviously has by far the largest stake in 
GATT policies and decisions, and would be obligated to pay a major share of the 
cost of OTC. Yet under OTC-GATT we would have neither a veto power, as in 
the United Nations, nor proportional voting power, as in the International Bank 
for Reconstruction and Development and the International Monetary Fund. 

Participation in GATT by the United States is based upon the authority pre- 
sumed to be contained in our Trade Agreements Act. Yet the stated objectives 
of GATT, in various important respects, are inconsistent with and go far beyond 
the objectives of our Trade Agreements Act. Similarly, the substantive provi- 
sions of GATT—which in effect lay down a code of rules governing international 
trade and tariffs—can hardly be reconciled with the basic provisions of our own 
tariff and trade agreements acts, which are cited as authority for our participa- 
tion. Certainly there is grave constitutional doubt whether such participation in 
GATT is a legitimate exercise of the powers delegated to the President (and by 
him to the State Department) under the Trade Agreements Act. An able 
analysis of this subject has been presented to your committee by the American 
Bar Association. 

It is noveworthy that the provisions of GATT have never been submitted to 
Congress for consideration, as was done in the case of the International Monetary 
Fund, the International Labor Organization, the World Bank, etc. 

It is also noteworthy that GATT’s objectives are virtually the same as those of 
the discredited International Trade Organization (ITO), contained in the so- 
called Havana Charter which was submitted to Congress in 1950 and was, in effect, 
decisively rejected—never getting beyond the House Committee on Foreign 
Affairs and finally being withdrawn from consideration. As a matter of fact, ITO 
was being formulated simultaneously with GATT by the same parties and for 
the same purposes, apparently with a view toward having it take over the func- 
tions of GATT. Despite rejection by Congress of ITO, its basic principles were 
put into effect when GATT became operative. 

We believe that, before acting on H. R. 5550, your committee should give careful 
and detailed consideration to GATT, with all its provisions and implications, and 
should affirmatively express either the committee’s approval or its disapproval of 
GATT. If GATT is rejected, then there is no need for further attention to OTC. 

In this connection the views of the Commission on Foreign Economic Policy (the 
so-called Randall Commission) are particularly pertinent. Discussing GATT in 
its 1954 report the Commission recommended that: 

“The organizational provisions of the General Agreement on Tariffs and Trade 
should be renegotiated with a view to confining the functions of the contracting 
parties to sponsoring multilateral trade negotiations, reeommending broad trade 
policies for individual consideration by the legislative or other appropriate authorities 
in the various countries, and providing a forum for consultation regarding trade 
disputes. The organizational provisions renegotiated in accordance with this 
recommendation should be submitted to the Congress for approval either as a treaty 
or by joint resolution.” [Italics supplied.] 

This recommendation was unanimously concurred in by members of the 
Commission from both political parties, from both the House and the Senate. 
The proposed OTC measure which is now before you fails completely to conform 
with this recommendation. It makes no provision for renegotiation of GATT to 
narrow its scope; it fails to provide for individual consideration of GATT’s 
policies by the legislative authorities of member countries; and it does not provide 
ts to our Congress of the organizational provisions of a renegotiated 

We submit that approval of OTC—which would also represent an endorsement 
of GATT—would be an abdication by Congress of its constitutional responsibility 
to regulate commerce with foreign nations. Before considering any such action, 
we urge a careful and thorough examination of GATT in all its ramifications. If 
the Congress does not wholeheartedly approve GATT’s stated objectives and 
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policies, the obligations which it imposes upon member nations, and its organiza- 
tional setup in which the United States is a minority of one thirty-fifth of the 
whole, the Congress should so indicate in no uncertain terms—and in such case 
no action should be taken on OTC. 


OTC-GATT AND NATIONAL DEFENSE 


Last year, in extending the Trade Agreements Act, Congress expressed its 
genuine concern for the welfare of the minerals and fuels industries which are so 
essential to national defense. It adopted the so-called ‘‘national security amend- 
ment”’ (section 7 of the Trade Agreements Extension Act of 1955) under which 
whenever the President finds that imports of a commodity are entering the Uni 
States “in such quantities as to threaten to impair the national security,” he shall 
take whatever action is necessary to adjust imports to a level that will not so 
threaten the national security. Such action may take the form of quantitative 
limitations on imports (quétas), increesed tariffs, or other import restrictions. 

The intent of Congress was clear that vital defense industries, such as mining, 
should be protected from excessive imports. GATT rules, however, could 
seriously impede such action by the President and impair the effect of the national 
security amendment. 

Thus, article XI of GATT outlaws import quotas unless permission is obtained 
from a majority of the 35 member nations. Quotas on residual oil imports have 
been strongly urged to protect our coal mining industry; but even though a 
presidential finding of the need for such quotas were made under the national 
security amendment, the United States would not be free, under OTC-GATT 
rules, to take such action. 

OTC-—GATT rules would likewise seriously hamper any action directed toward 
an increase in any of our tariff rates. In extending the Trade Agreements Act 
Congress has repeatedly insisted upon an “escape clause’’, to provide a means of 
relief for domestic industries threatened by excessive imports. Under OTC- 
GATT, however, escape-clause relief could not be made available to a distressed 
industry until our country had negotiated with all other member countries claiming 
an interest in the matter. Such negotiations would undoubtedly bring demands 
for ‘‘compensatory’’ adjustments on other commodities and long drawn-out 
proceedings, that could well defeat the purpose of the escape clause. The affected 
industry might be irreparably damaged before relief could be made effective. 


OTC-GATT AND COMMODITY CONTROLS 


The mining industry has consistently opposed intergovernmental commodity 
agreements that call for control over industry or involve international regulation 
of production, distribution, and prices of minerals and other raw materials. Such 
agreements, as evidenced by the now defunct International Materials Conference 
(IMC), have operated to the disadvantage of American industry and labor. They 
are in direct conflict with our system of free enterprise. 

While GATT has not as yet engaged in this type of international control of raw 
materials, it should be noted that at the Ninth Joint Session of GATT, in October 
1954, the members of GATT voted overwhelmingly to establish a Working Party 
on Commodity Questions, to consider intergovernmental action with respect to 
primary commodities. The United States delegation declined membership in 
this Working Party; but if Congress should now approve OTC-GATT, we se- 
riously question whether we could remain unaffected by that Organization’s actions 
in the commodity field. 

As a matter of fact, a definite warning was issued by the chairman of the 
United States delegation, in his report to the State Department, that many 
governments which are parties to GATT consider it desirable to give OTC ‘“‘com- 
prehensive responsibilities in the field of international economic relations, such as 
the International Trade Organization (ITO) would have exercised had it been 
established.”” This proposal was laid aside in order to avoid unfavorable reaction 
toward the OTC in the Enited States—-but could easily be taken up again once we 
had formally entered OTC. 


WOULD OTC-GATT TIE CONGRESS’ HANDS? 


Under part II of GATT, dealing with “commercial policies,” a member country 
is called upor to bring about conformity between its own domestic legislation and 
the obligations which it assumes under GATT. This seems to mean that any 
laws inconsistent or in conflict with GATT must be amended or repealed. Is it 
not fair to ask whether, if Congress now approves OTC-GATT, Congress is there- 
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by making a commitment that it will make any necessary amendments to existing 
laws to oe ee into conformity with GATT? 

When the United States became a member country of GATT in 1947, it accepted 
a further obligation not to enact any law subsequert to that date that would 
conflict with GATT. Would not congressional approval of OTC-GATT bino the 
hands of Congress, anc estop it from enacting any legislation—no matter how 
important to our domestic industries and workers—that would be inconsistent 
with GATT’s complex code of trade rules? 

Except for the short-lived ITO, which was withdrawn when it became clear 
that it would be Phipciiingernmey | disapproved, this is the first opportunity that 
Congress has had to ey upon the basic question of adherence to a supranational 
authority such as OTC-GATT. Is Congress ready to abandon the prir ciple of 
self-determination as applied to our foreign trade and turn it over to such a body? 
Are we prepared to subordinate our own legislative process to the decisions of an 
organization of 35 nations in which our country would have only one vote? 

If this is to be done it should be done with eyes wide open and with a full under- 
standing of all the requirements, obligations, and controls inherent in GATT—in- 
cluding the power to amend its own rules and broaden its own authority. If, 
after entering OTC-GATT, we should find that we cannot conform to its regula- 
tions and policies, our only recourse would be to withdraw, with all the inter- 
national friction and censure that would result. Is it not better to abstain in the 
first place from entering into an organization which in so many way’ is repugnant 
to our basic philosophy? 

On previous occasions we have presented to you the need of the mining indus- 
tries for reasonable safeguards against excessive competition from low-cost 
imports—and this is reemphasized in the industry’s policy declaration as given 
above. ‘ 

We know that your committee is deeply interested in the future welfare of the 
mining industry and of all industries in this country. H.R. 5550 would so gravely 
impair your authority to determine trade policies and to adopt measures needed 
to assure the economic health of the United States that it should be conclusively 
rejected. 

Respectfully submitted. 

Jutian D. Conover, 
Executive Vice President. 


CONGRESS OF THE UNITED STATEs, 
House oF REPRESENTATIVES, 
Washington, D. C., March 13, 1956. 
Hon. Jere Cooper, 


Chairman, House Ways and Means Committee. 


Dear CoLLeaGueE: I am enclosing a letter I have received from John J. Inman, 
district manager, American Zinc, Lead & Smelting Co., Joplin, Mo., concerning 
H. R. 5550, which your committee is presently hearing. It is respectfully requested 
that the letter be included in{the record of the hearing. 

With warmest personal regards and best wishes, I am, 

Sincerely, 


MorGaan M. Movu.tper. 


AMERICAN Zinc, LEAD & SMELTING Co., 


Joplin, Mo., March 7, 1956. 
Hon. Moraan M. Movu.per, 


The House of Representatives, 
House Office Building, Washington, D. C. 


Dear Sir: My attention has been called to bill H. R. 5550 proposing United 
States membership in a new international agency to be known as the Organization 
for Trade Cooperation. 

Having spent a lifetime in the lead and zine mining business in the tri-State 
district, composed of southwestern Missouri, northeastern Oklahoma, and south- 
eastern Kansas, where the ores are of very low grade and where it is very difficult 
to conduct a profitable operation, I can readily see what a bill of this type would 
do to us. The tariff on lead and zinc is low enough at present, and if it is lowered 
or done away with, the American producer and workmen will have to compete 
with foreign ores where labor costs are much cheaper, except in Canada, and 
where, as a rule, the ores are much richer in grade. 
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The proposed treaty or agreement gives each member 1 vote. In other words, 
the United States would have 1 vote as against 34 foreigners in fixing tariff rates 
on commodities to be shipped into the United States. 

Not only would such an arrangement work disastrously to American business 
and workmen, but it takes away the right of Congress to vote on tariff matters. 
In other words, citizens of the United States would be deprived of their right to 
petition the members of Congress regarding their grievances and would be rele- 
gated to this world organization where, of course, they would get nowhere. 

I understand that the General Agreement on Tariffs and Trade has been 
provisionally accepted by the State Department. I do not consider this bill as 
partisan in any respect, but do think Senators and Congressmen should protect 
the rights of American citizens and not abandon their duties and obligations by 
turning them over to a world organization. 

The company which I represent has paid wages to our mining employees during 
the past 3 years in the sum of $3,776,081.88, and if this bill is passed and we are 
forced into competition with labor in other countries, the chances are that our 
tri-State miners will soon be out of a job. This is due, as above stated, to the 
low grade of our ores and the much lower wages paid to miners in foreign coun- 
tries. We simply cannot compete with foreign ores without tariff protection 
under normal circumstances. 

I sincerely hope that you will oppose this legislation and do whatever you can 
to defeat it in the interests of the American workmen and American business. 

Respectfully yours, 
Joun J. INMAN, 
District Manager. 


STATEMENT OF Mites P. Romney, Manacer, Utan Minina Association, SALT 
Lake City, Uran, Marcu 12, 1956, rE H. R. 5550, AuTHORIzING UNITED 
States MEMBERSHIP IN THE ORGANIZATION FOR TRADE COOPERATION 


Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington 25, D. C. 


Dear Mr. Cooper: We urge rome committee to reject H. R. 5550, proposing 


United States membership in the Organization for Trade Cooperation. We re- 
quest such consideration for two basic reasons. 

First, the proposed Organization for Trade Cooperation, designed to supervise 
and enforce the General Agreement on Tariffs and Trade, would exercise those 
functions for an agreement which has never been approved by the Congress, and 
which is at present only provisionally in effect. This agreement (GATT) contains 
provisions affecting the foreign trade of the United States exceeding in jurisdiction 
the rights granted the executive department in the Trade Agreements Act of 1934 
as extended and amended. The Congress has on several past occasions rejected 
plans, schemes and proposals, similar to the Organization for Trade Cooperation, 
which would further restrict the Congress in its constitutional right and responsi- 
bility for the regulation of foreign commerce and the laying of duties. 

Second, the minerals industries of the United States—in competition with for- 
eign producers of similar products—have been adversely affected as to their ability 
to compete by the entire trade agreements program and that effect has been 
cumulative upon those industries with the changes in administration of the act 
which have served to restrict congressional jurisdiction and increase international 
jurisdiction. 

GATT AND ITO 


The General Agreement on Tariffs and Trade was negotiated in 1947, at the 
same time the International Trade Organization was being formulated. The 
State Department was active and highly interested in both, apparently with the 
thought that ITO would absorb GATT upon approval of ITO te the Congress of 
the United States. As the two were formulated simultaneously, for the same 

urpose and by the same parties, it was natural that they contained many common 
eatures and provisions. ITO was submitted to the Congress and was rejected. 
However, GATT was put into operation as a means of facilitating international 
handling of trade matters without being submitted to Congress and, thereby, put 
into practice features relating to the foreign commerce of the United States which 
the Congress had rejected in their action on ITO. GATT has never been presented 
to the Congress and in the 1955 extension of the Trade Agreements Act the Con- 
gress inserted specific language in the legislation making it clear that its enact- 
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ment should not be construed to determine or indicate the approval or disapproval 
by the Congress of the Executive agreement known as the General Agreement on 
Tariffs and Trade (GATT) 

IMC 


The International Materials Conference was another “International Trade 

Organization” sponsored by our State Department which sought to, and in fact 
did for some time, control raw materials in international commerce. The confer- 
ence was set up during the Korean emergency to control distribution of scarce 
strategic commodities on the basis of “entitlement to consumption.” The dis- 
tortion of prices and supply concentrations of raw materials became so pronounced 
that the matter was called to the attention of the Congress, and further partici- 
pation by the United States was disapproved through denying funds for that 
purpose. 
Dari IMC operations, war plants in the United States were unable to obtain 
necessary raw materials, while the IMC allocated the critically needed materials 
to other nations in such excessive quantity as to permit stockpile accumulations. 
Our manufacturers and the defense suffered from shortage and, subsequently, our 
raw material producers suffered when those accumulated stockpiles were liquidated 
in the United States market after the incentive for hoarding them no longer 
existed, 

IMC relates to the question of H. R. 5550 and OTC, only in the sense that it 
was another scheme to regulate the economics of international trade, contrary to 
the economic welfare of the United States. ITO and IMC were designed by the 
same interested parties and had the same general objectives as OTC; i. e., control 
of the foreign trade of the United States by an international group. Fortunately, 
the Congress repudiated both of the previous attempts. 

Approval of the Organization for Trade Cooperation by the United States 
Congress is opposed for the reasons that: 

1. Its approval is not logical or consistent when GATT, which OTC would 
supervise, has never been approved by the Congress. The Congress has, mean- 
while, questioned whether or not GATT in its operations has not usurped consti- 
tutional powers reserved to the Congress. We feel that GATT has usurped 
such powers and, therefore, oppose both GATT and OTC. 

2. OTC, if approved, would further restrict the Congress in its jurisdiction over 
foreign commerce and laying of duties, and place those matters more fully in an 
international group in which the United States would have but one vote and no 
right of veto. 

3. OTC is just another scheme similar to ITO—-IMC—and similar to numerous 
United Nations’ international economic proposals, all designed basically to regu- 
late, control and dominate the foreign commerce of the United States. 

The opinion of our group that GATT’s powers and activities have been incon- 
sistent with the United States’ law and constitution, is verified by the reeommenda- 
tion made to the President and the Congress in 1954 by the Commission on Foreign 
Economic Policy. That recommendation is as follows: 

“The organizational provisions of the General Agreement on Tariffs and Trade 
snould be renegotiated with a view to confining the functions of the contracting 
parties to sponsoring multilateral trade negotiations, recommending broad trade 
policies for individual consideration by the legislative or other appropriate author- 
ities in the various countries, and providing a forum for consultation regarding 
trade disputes.” 


ADVERSE EFFECT ON DOMESTIC MINERAL INDUSTRIES 


Adverse effect upon domestic mineral industries of the Trade Agreements Act 
and related development of GATT can be briefly summed up in the statement 
that the domestic industry’s ability to compete with similar products from 
foreign areas has been progressively undermined during the entire period of their 
operations. Duties have been lowered to an extent that many ram domestic 
mining operations have been reduced to a marginal or subeconomic status. The 
wages paid in our domestic mines and by the manufacturer of mining supplies 
and equipment, no longer have the reasonable protection stipulated in the stated 
objectives of the Tariff Act of 1930; i. e., “to regulate commerce with foreign 
CoUntE aM to encourage industries of the United States’’ and ‘‘to protect American 
abor.”’ 

The inevitable end result has been a great reduction in the incentive to search 
for new domestic ore reserves in those segments of the industry whose products 
are subject to international competition. 
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The undermining of exploration incentive has not only hurt the mine operator 
and the worker, but has harmed and threatens further harm to the consumer of 
products made from the minerals and metals involved, through reduction of the 
quantity of domestic supply. Present prices of copper and mercury illustrate 
the willingness of the foreign producers, or of governrents controlling the market- 
ing of foreign production, to exploit metal prices in tires of shortage. The flood- 
ing of our market in times of surplus, as has recently been experienced by lead, 
zinc, fluorspar, etc., only serves to reduce the quantity of domestic production 
and to increase the opportunity for exploitation of our market when surplus situa- 
tions disappear. 

The basic objectives of the trade agreements program have changed materially, 
particularly since GATT became operative. Through GATT the Trade Agree- 
ments Act has been used as a means of achieving international political objectives. 
Domestically, it has been used politically as a means of securing cheap raw materi- 
als for domestic manufacturers. Both of these objectives were discussed before 
the Senate Finance Committee in hearings on H. R. 1, the former at considerable 
length between Senator Kerr, Senator Millikin, and Secretary Dulles, (pp. 1250 
to 1260 of pt. 2 of the hearings on H. R. 1, before the Senate Finance Committee). 
Senator Flanders emphasized the second objective in his statement on page 1257 
of the same document when he said: 

“Tt is assumed that the advantages to the country as a whole,”’ of the reciprocal 
trade agreements in general, ‘‘will come from an increased export business made 
possible by that purchase of cheaper goods from abroad.” 

“So it seems to me the theory assumes that some American industries will be 
hurt.” 

The conversation between Senator Flanders and Senator Millikin, immediately 
following Senator Flanders’ statement, is most enlightening on the matter of the 
objectives of the trade agreements program, as presently operating under GATT, 
in contrast to the specific provisions for reasonable protection of domestic in- 
terests, stipulated in the agreements act. That conversation is as follows: 

Senator MILLIk1n. Most respectfully, I offer the observation that there 
is no such exception in the law. The law contains a provision that there shall 
be no injury or threat of serious injury to a domestic industry. 

Senator FLANDERS. Then it seems to me logically, irrefutably, that the 
law as at present written, and as we expect to extend it, does not lend itself 
to accepted economic theory as to the advantages of a freer foreign trade. 

Senator Mruurxin. Whether it does that or not, I am just talking about 
the law. 

Senator FLanpErRs. J am just saying that the law does not agree with the 
principles for which it is now being supported in certain important quarters. 
{Italics added.] 

To illustrate the effect upon the domestic mining industry of the “principles” 
for which the Trade Agreements Act is now being supported in certain quarters: 
The “principles’’ of buying cheap raw materials from foreign areas to improve 
the export potential of ‘‘certain” manufacturers—one need only review a few 
basic statistics of the lead-zine industry. First the extent of duty reductions. 


Duty reductions 


Lead duty |Ad valorem} Zinc duty |Ad valorem 
Date and occasion of reduction on metal | equivalent | on metal | equivalent 


Original duty, 1930 act 

Jan. 1, 1939, Canadian agreement 

January 1943, Mexican agreement 

July 19490, Geneva agreement ........................... 
January 1948, Geneva agreement 

June 1951, Torquay agreement 

As of March 1956, Torquay agreement 


The fixed rate of the duties has been reduced to 50 percent of the original rate 
for lead and to 40 percent for zine. Inflation, however, has reduced the effective 
duty rate to but 17.1 percent for lead and 13.5 percent for zine of the original 
ad valorem equivalent rate (relationship of fixed duty rate to metal price). To 
my knowledge there has been no comparable reduction in duty protection for any 
other major internationally competitive industry. 
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Duties on most other imports, reduced under the trade agreements program, 
are on an ad valorem base and have been reduced by a maximum of 50 percent. 
Fifty percent of the original ad valorem equivalent duty on lead and zine would 
be 19.25 percent and 19.2 percent of the respective lead and zine prices. Those 
percentages of present price (16 cents lead and 13.5 cents zinc), would mean 
duties of 3.08 cents and 2.59 cents per pound. 

Manufactured items of silver, for instance, are protected by a 30-35 percent 
tariff. The labor and the industry investments in that business have been well 
taken care of. 

By comparison the worker and the investor in lead-zine mining, which also 
produces silver, have suffered gross discrimination. The only possible explanation 
for such discrimination is that lead and zine have been very useful in the inter- 
national political trading related to trade agreement negotiations, and that the 
excessive imports following drastic duty cuts have been attractive to United 
States manufacturers, regardless of the effect upon the domestic mining industry. 
Both reasons are contrary to the intent of the Trade Agreements Act, but have 
been made possible through the international control of that act through the 
functions of GATT. 

REDUCED DOMESTIC PRODUCTION 


A few basic statistics covering the years 1948 to 1955, will suffice to illustrate 
the damage done. 


Total domestic mine production of lead and zine and 1955 production of lead and 
of zinc as percentage of production of previous years 


Production of lead, tons 388, 164 | 390,162 | 342,635 | 325,427 | 333, 428 
Percent 1955 production is of | 

previous years 85. ‘ , 85. 9 85. 5 97.3 102.3 | 100 
Production of zine, tons-.-._- L 681, 188 | 666,001 | 547,430 | 466,842 | 503, 800 
Percent 1955 production is of 

previous years 79. ‘ i 73. 8 75.5 92.0 108. 0 100 


We again respectfully present the request that your committee find H. R. 5550 
to be contrary to the laws and to the constitutional provisions relating to the 
foreign commerce of the United States. 

Very truly yours, 
Mites P. Romney, Manager. 


STaTEMENT OF Otto HERREs, VicE PRESIDENT, ComBINED Metats REpucTION 
Co., CHAIRMAN, NATIONAL LEAD AND ZINC ComMITTEE; RE H. R. 5550, Av- 
THORIZING UNITED StTaTES MEMBERSHIP IN THE ORGANIZATION FOR TRADE 
CooPERATION 

Sarr Lake City 10, Uran, March 5, 1956. 

Hon. JeErE Cooper, 

Chairman, Committee on Ways and Means, 
House Office Building, Washington 25, D. C. 


_ Dear Mr. Cooper: In considering H. R. 5550, the bill to approve United 
States membership in the Organization for Trade Cooperation, the committee is 
urged to reject participation in any organization which places the power to regulate 
trade and foreign commerce of the United States in the hands of an international 
agency. 

RESPONSIBILITY OF CONGRESS 


The American people look to the Congress to exercise its constitutional re- 
sponsibility for their well-being in matters of trade and foreign commerce. We 
trust that the committee will oppose importuings of the State Department to 
delegate that obligation to an organization of foreign nations and that it will op- 
pose the surrender of further congressional authority to another branch of the 
Government or to any international body. 

We speak from experience in producing raw materials and from working with 
men who are dependent upon the productive resources of this country for their 
living. Our problems involve the welfare of the United States. 
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FOREIGN POLICIES 


The aftermath of the Korean war brought disaster to the Nation’s lead-zinc 
mines. In consequence of State Department policies of foreign aid, excess imports 
of lead and zine flooded the markets of the United States at prices below the 
average cost of American production. 

A national committee was organized 3 years ago in an effort to cope with the 
emergency confronting the industry. The committee represents every lead-zinc 
mining district in the country; lead-zine mining is a nationwide business. 

American producers of lead and zine have been on the defensive against policies 
that threatened to destroy their very existence for nearly 20 years. Workers in 
the mining industry believe in reciprocal trade, but they question the wisdom of 
Congress surrendering its authority over trade agreements to the State Depart- 
ment and OTC. 

It is true that it is the responsibility of the State Department to look after our 
foreign interests, but who other than the Congress is there to see that our domestic 
industries receive similar consideration? What is ahead for American workers 
and American producers who in some instances admittedly are suffering serious 
injury because of State Department tariff concessions of 50 percent or more as 
well as from the effects of price inflation? Experience indicates that for them 
survival has become a matter of Executive discretion, in spite of peril-point and 
escape clauses provided by the Congress in trade acts for their protection. 


WHAT RECOURSE 


Approval of escape-clause relief for workers and producers found to be suffering 
serious injury from excessive imports is the exception rather than the rule. Con- 
stitutional authority over tariffs and trade rests with the Congress, but where 
today can domestic industry gain relief in a clear and undisputed case of injury? 
The State Department will look after foreign producers, but what recourse is avail- 
able to American producers in good and proper cases? Certainly not in the law 
but only in the discretion of the executive branch, and there to be rejected through 
State Department influence. Is there another nation in the world today that does 
not afford protection to its domestic industries? 

The trend throughout the world today seems to be toward centralized govern- 
ment. By approving OTC the Congress will add to the concentration of power in 
the executive branch of the Government. But that is not in accordance with the 
constitutional principles which gave this country of freemen the strength to be- 
come a great nation. 

SAVING THE WORLD 


Washington has been so engrossed in recent years with trying to save the world 
that problems here at home are forgotten. The State Department proposes to 
finance expanded production for all of the backward and undeveloped areas of the 
world where land and labor are cheap and take payment in metals, minerals, and 
other raw materials. When raw materials come into a country where they already 
are produced in substantial amounts and create an oversupply, the effect can be 
only lower earnings or unemployment for workers engaged in the industries 
affected. The price of a commodity is determined by the value of the excess of 
— over demand. 

ineral policies of the State Department for the past 20 years have been re- 
sponsible for metal shortages during 2 wars of this period and price instability 
that has been harmful to producer and consumer alike. No effective protection is 
available to the domestic mining industry against the dumping of metals on our 
markets from low-wage countries that have devalued their currencies. And no 
safeguard of consequence has been available to the consumer against shortages in 


times of heavy demand, nor against excessive prices on foreign metals during 
periods of shortage. 


FINANCING COMPETITION 


The American taxpayer has been called upon to finance competition which is 
putting industries essential to our national ee, out of business. His money 
as gone toward the purchase of metals at high world prices by other nations, later 
to be released and depress our markets. ines are standing idle in the United 
States and workers are unemployed because of currency devaluation and the 
socialistic methods used by foreign governments in the purchase and sale of 
metals, and because of the overstimulation of foreign production by American aid 
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programs and high prices when United States mines were restricted by means of 
rice controls. 

7 When the extension of the Trade Agreements Act for another year was before 

your committee for consideration 3 years ago, we filed a statement calling attention 

to the emergency confronting the lead-zinc mines because of excessive imports 

and pointed out the need of constructive action for the preservation of the industry. 


COMMUNITIES SUFFER 


It was stated then and it is true today that unemployment and heavy economic 
losses are troubling many communities. Small independent companies unable to 
obtain financial support because of depressed prices and inflationary cost increases 
have been forced out of existence. 

But we cannot believe that it is the policy of Congress to liquidate small business 
in this country. 

Notwithstanding the liquidation of over 150,000 tons of the Nation’s annual 
zine production during the last few years in consequence of Washington’s foreign 
aid and freer trade programs, the consumer has failed to benefit from cheaper 
metals. Because of the trend toward greater dependence on other countries for 
supplies, metal prices are rising. Price increases in lead and zine now are re- 
quired to attract more imports in order to replace the supplies wiped out in this 
country. A recent price-increase announcement stated that the rise in the London 
price of zinc had encouraged shipments of foreign ore to Europe and had dis- 
couraged imports of refined zinc, and in order to preserve zinc supplies for domestic 
customers, the zine price was increased by a half cent to 13% cents a pound. 


THE CONSUMER PAYS 


It would appear from this that the stage now has been reached where it is 
necessary to raise the price of lead and zinc in order to protect the American 
consumer. He must compete in foreign markets for his needs because he no longer 
has the assurance of near self-sufficiency in domestic productive capacity which so 
long was provided for him by United States mines. Imports have taken over the 
major portion of the market for zine in this country, reversing the relationship 
that existed before the Korean war. 

Emergency action taken by the President in 1954, to provide a stockpile- 
purchase program for lead and zinc conceals temporarily but does not eliminate the 
problems of the mines, Imports of foreign zine ore and metal were greater in 1955 
than in 1954, when the President asked the State Department to see that foreign 
producers were not to take advantage of the stockpile purchases by increasing 
their shipments to this country. 

NO GAIN 


The people of the United States can expect to gain nothing from the establish- 
ment of OTC. Passage of H. R. 5550 will do little if anything to expand our world 
trade. There is not much left for the State Department to concede in the matter of 
further tariff reductions; and the time may be coming when some of the conces- 
sions already made should be withdrawn for the welfare of our people. But if our 
trade is controlled by OTC and the General Agreement on Paritts and Trade, 
this will be most difficult to accomplish. We would be a member with one vote 
in an organization made up of 34 other nations, including Asiatic neutrals and 
Communist Czechoslovakia. 

_ According to the 1954 report of the Organization for European Economic 
Cooperation: 

The combined effect of negotiated reductions and of the price rise has been 
such that the import duties collected in 1952 were only one-fourth of what 
they would have been under the 1930 tariff on the same amount of dutiable 
imports. * * * Most of the duties apply to manufactured goods; * * *. 
The greater part of these duties is below 15 percent (p. 112). 

On the other hand, many of the provisions of GATT are so qualified by excep- 
tions and discriminations that their effect would be adverse to the trade of the 
United States. 

REJECT INTERNATIONAL CONTROL 


The majority of our people have been enjoying the seeming prosperity that 
comes from deficit spending for many “brave causes’’ and from the inflationary 
consequences of war. But if they are sobered by the economic competition 
promised by the U. 8. 8. R., onetime recipient of our foreign aid, they may not 
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look with approval on international regulation and control of their affairs by such 
agencies and organizations as OTC and GATT. 

It is the responsibility of the Congress to provide the favorable climate, proper 
balance, just dealing, and freedom that will permit prosperity to flourish in the 
United States. Let our industries produce new wealth and prosper and we shall 
have money to spend and invest in foreign countries to help others raise their 
standards of living. 

We therefore respectfully recommend for your consideration that in the national 
interest the committee reject membership in OTC. 

Sincerely yours, 


Orro HERREs. 


Mount Airy, N. C., March 7, 1956. 
Hon. JERE Cooper, 


Chairman, Ways and Means Committee, 
Congress of the United States, Washington, D. C. 


Srr: If agreeable to your committee, I would appreciate your entering the 
following statement in the record of the hearings on H. R. 5550, a bill to authorize 
membership of the United States in the Organization for Trade Cooperation. 

My name is Frank L. Smith and I am engaged in the granite business at 
Mount Airy, N. C. 

Since the granite industry as a whole and some of our people here are opposed 
to this bill, this statement only reflects my own personal opinions. 

There is no doubt that foreign granites are competing with domestic granites 
on the American market at levels that the domestic producers cannot equal with 
their high labor costs. This is particularly true with the colored granites that are 
supplied as thin veneer with polished finish. 

If the domestic granite industry can show (and I believe it can) that it is being 
seriously endangered by foreign granite, it can secure relief through the escape 
clause of present tariff agreements without taking a position opposing the general 
development of foreign trade, which is the purpose of this bill. 

It is my opinion that the overall welfare and safety of our country requires 
stepped-up foreign trade. It seems to me we will have a more sound economy 
and will win more friends abroad by trading commodities with people in other 
countries than by giving them money as poor relatives to buy goods in this 
country. 

If we do not trade with our friends, then they will trade with our enemies. 

It is my understanding that the Organization for Trade Cooperation is an 
administrative agency which would operate under the United Nations to provide 
a meeting place for trading nations and to administer such agreements that are 
made under the General Agreement on Tariffs and Trade. I am heartedly in 
favor of such an organization. 

Although I do not believe the principle is directly involved in this particular 
bill, I believe the Congress should be very careful in approving trade agreements 
that would deprive it of future authority to act on tariff matters as is its responsi- 
bility under the Constitution. 

If such a delegation of authority to an international agency should ever become 
desirable, it is the writer’s opinion that it should come about by a constitutional 
amendment and not by a trade agreement. 

Respectfully submitted. 

Frank L. Situ. 


Crown ZELLERBACH Corp., 
San Francisco 19, March 13, 1956. 
Mr. Leo Irwin, 
Clerk, Ways and Means Committee, 
House of Representatives, Washington D. C. 


Dear Mr. Irwin: I should like to go on record with the House Ways and Means 
Committee in support of H. R. 5550, the bill approving United States participation 
in the Organization for Trade Cooperation. 

I have been concerned with foreign-trade matters for some time, both as 4 
Government official and an industrialist. I was United States employer delegate 
and Vice Chairman of the Governing Body of the International Labor Organiza- 
tion from 1945 to 1948; chief of the economic Cooperation Administration special 
mission to Italy from 1948 to 1950; and alternate United States delegate to the 


~~ On ae So Oo BR oe 
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United Nations General Assembly in 1953. I am also a member of the board of 
directors of the Committee for a National Trade Policy. 

I respectfully urge approval of United States participation in the OTC as an 
important step in carrying out our present foreign policy. Its importance is under- 
scored by recent Soviet moves in the economic field to weaken the unity of the 
free nations, and to drive wedges of increased trade and aid between the United 
States and our friends abroad. In my judgment, congressional approval of the 
OTC would do much to spike this new Soviet challenge, and to reassure our friends 
abroad that the United States will continue to exert constructive leadership on the 
world economic, as well as on the military, front. 

The OTC is, of course, vital to the continued effectiveness of the General 
Agreements on Tariffs and Trade. GATT has proved of great value to our 
national interests in significantly freeing world trade from crippling restrictions. 
Thirty-four countries are now parties to GATT, and about 80 percent of the 
world’s trade moves under its terms. This has been of significant benefit to the 
United States because we stand to gain most from the freer flow of world com- 
merce, and we have much to lose if that flow is impeded by arbritrary barriers. 
Through GATT we have have have succeeded in obtaining the elimination or 
relaxation of foreign restrictions imposed on imports of many American goods— 
coal, apples, cigarettes, lumber, potatoes, textiles, automobiles, tobacco, petro- 
leum, wool, motion pictures, etc. 

The direct and indirect importance of our export industries to the continued 
growth of the American economy makes it important for us to help strengthen, 
rather than weaken, GATT. The OTC is a logical and necessary step in strength- 
ening GATT. The OTC, by providing a more formal and permanent organization, 
will enable GATT to function far more effectively. It makes possible prompt and 
effective solutions to the many issues which constantly arise in international trade, 
and it gives the necessary continuity and permanence to our long-range efforts to 
stimulate an expanding free-world economy as the best insurance of a con- 
tinually expanding American economy. 

The OTC has all these advantages, without the disadvantages which its de- 
tractors have sometimes alleged. The OTC would be exclusively an administra- 
tive organization. It could not add to United States obligations under GATT. 
Nor could it abridge the powers of the Congress with respect to customs and import 
duties. And it could not make tariff concessions or modify our tariff structure in 
any way. 

It seems to me that the issue is quite clear. By approving the OTC we can 
facilitate increasing trade among the free nations and strengthen our overall ties 
with these countries, By failing to approve the OTC we would weaken the free 
world and our own economy as well. Consequently, I respectfully urge the com- 
mittee to recommend approval of the United States participation in the OTC. 

Sincerely, 
J. D. Zevuersacn, President. 


STATEMENT OF LAURENCE F. WHITTEMORE, CHAIRMAN OF THE BoarpD or DIR5c- 
tors, Brown Co., To Be FILED WITH THE COMMITTEE ON Ways AND MEANS 
OF THE HousE oF REPRESENTATIVES, IN Support oF H. R. 5550 


I regret that my previous commitments make it impossible for me to appear 
personally before the Committee on Ways and Means in order to testify in support 
of H. R. 5550, which authorizes United States membership in the Organization 
for Trade Cooperation. I would like to submit this written statement for inclu- 
sion in the record, and to join the representatives of industry, labor, and agricul- 
ture and commerce, who have testified to the Committee on Ways and Means 
on the need for the enactment of this important piece of legislation. 

It seems to me that those of us who are engaged in business—whether that 
trade be domestic or international—have a special responsibility to make known 
their views as citizens on matters thet have a direct bearing on the conduct of 
commerce. I believe it is the businessman who can appreciate best from his own 
experience the desirability for the removal of those unnecessary hindrances and 
barriers that restrict and hamper the conduct of commercial affairs. 

We believe in free enterprise as that philosophy which will bring the greatest 
rewards in production, productivity, growth and economic welfare and health. 
We must know from our experience how essential freedom of enterprise in the 
market place is for the growth and development of international trade to the 
mutual advantage of a treeowerkd trading countries. Indeed, international 
trade has become one of the essential mortars binding together the freedom-loving 
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countries of the world. As President Eisenhower has so aptly put it: “By 
cementing these ties, we help preserve our way of life, improve the living standard 
of free people, and make possible the higher level of production required for the 
security of the free world.” 

The foreign economic policy that seeks to achieve these goals performs, there- 
fore, two functions; it advances the economic interests of the United States and, 
at the same time, it adds to the mutual strength and security of all our free world 
partners and allies. 

The Organization for Trade Cooperation is, it seems to me, an essential part of 
that policy. It should commend itself to everyone for its simplicity and for the 
service that it can render. It would perform one major function, and that is to 
put on a businesslike and regular basis the administration of the General Agree- 
ment on Tariffs and Trade—the multilateral trade agreement that we negotiated 
first in 1947 and which is now subscribed to by 35 countries that account for 80 
percent of the total international trade of the world. 

In April of 1955 I visited Geneva at the request of President Eisenhower as 
chairman of a committee of private persons, not connected with the Government, 
having the duty of acting as advisers and observers to the American negotiators at 
the GATT. What I have to say regarding it and the necessity for OTC is, in 
part, the result of that visit. Incidentally, on my return I reported to the Presi- 
dent and afterward, discussed the matter with Congressmen McCormack and 
Cooper with whom I had conferred prior to my going to Geneva. 

The GATT has as its major concern the recognition by each of the world’s 
major trading countries of the desirability of minimizing the interference by 
government with the conduct of world trade. It reflects, as is evident from its 
very nature, the principles of trade policy which the United States has espoused 
over the years. he GATT’s usefulness to the United States, in the 8 years of 
its life, has been great. It has had a record of preventing the growth of dis- 
crimination in trade and of preventing the development of trade barriers which 
would have adverse effects on American industries with export markets. 

The GATT has provided a machinery whereby trade disputes can be settled 
amicably without the serious disruption of trade relations that used to take place. 
It has worked to gain the greater and greater adherence of the 35 contracting 
parties to the principles that quota restrictions should be progressively removed 
as the balance of payments circumstances of each of the countries have improved. 
It has provided a means for gaining from our trading partners the maximum in 
tariff concessions in exchange for the tariff concessions the President was prepared 
to make under authority given him by the Congress in the Trade Agreements 
Act. In short, the GATT has performed this service in the interest of the United 
States and as well in the interests of the other parties to the GATT. 

International trade reflects an essential mutuality of interest because it is a 
form of economic activity that is undertaken because of the benefits that each 
country derives from it. The GATT reflects that mutuality of interest. It offers 
an arrangement whereby each country is willing to undertake certain commit- 
ments to behave according to certain rules of the game so long as other countries 
are willing to do the same. 

These, as I see it, are the advantages of the GATT. The purpose of the 
OTC, as the President has pointed out, is to make those advantages more secure 
by providing an administrative mechanism for the GATT. The OTC, therefore, 
is simply an extention of these administrative and business practices to a working 
and effective business agreement with other countries for the sole purpose of 
making that agreement work better than it has to date. 

I recognize that there have been questions raised casting doubt on the OTC 
and the GATT itself. It seems to me that Secretary of Commerce Sinclair 
Weeks in his memorandum for the Cabinet on the OTC, whicl:'has been sent to 
the Congress, and in his testimony before the Committee on Ways and Means 
on March 2, has with great clarity explained the limitations of the OTC’s functions 
and the reasons why we have everything to gain and literally nothing to lose from 
joining this Organization. 

It is worth repeating here that OTC and our membership in OTC would not 
reduce a single American tariff by one fraction of 1 percent. Only the President 
can do that, subject to the authority which the Congress has given him in the 
trade agreements program. It is oaneny clear that the prerogatives of the 
Congress will not in any sense be affected by our membership in OTC. The 


Congress always has the right to legislate as it wishes, and, of course, it is the 
hope of all of us that the Congress will legislate only that which is in the national 
interest. 
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The OTC would not increase our obligations in any way. It would not have 
any authority to compel any of its members to do anything. Its methods are 
persuasion and the talking out of problems around the conference table. These 
methods are productive because all its members have an important interest in 
the trade behavior of all the other members. The OTC will afford an environ- 

nt that is congenial to the settling of trade disputes. This will result in the 

great ter stability in the conditions under which trade is conducted. It will result 
, effective reduction in discriminatory trade barriers that have hindered the 
movement of trade 

I believe that it is clearly in the interest of the United States to participate in 
the OTC. American manufacturers will enjoy ever-widening markets for their 
products. We would encourage greater adherance on the part of the other 
member countries to the rules and principles of trade conduct that the United 
States has long believed in. We would further encourage a greater degree of 
cooperative effort in the international trade field, that is such an essential part of 
gaining greater cooperation in the political and military areas with our friends 
and allies. 

I, therefore, most sincerely urge that the Committee on Ways and Means 


report favorably on H. R. 5550 as requested by President Eisenhower. 


WatwortsH Co., 
New York 17, N. Y., March 16, 1956. 
Hon. Jere Coopsr, 
Chairman, House Ways and Means Committee, 
United States Capitol, Washington 25, D. C. 

Dear Mr. Cooper: Walworth Co. is the oldest and the second largest full-line 
producer of valves and fittings in the world. It is one of the principal producers of 
malleable-iron fittings in this country. 

Since the beginning of the present program for negotiating tariff reductions, we 
have been seriously concerned with the threat to our domestic market of Japanese- 
produced malleable-iron fittings which are now, and have been, invading the 
domestic market at an ever-increasing rate. The last figures available disclose 
that the importation of malleable iron fittings amounted to only 2 percent of 
domestic shipments, but the rate of increase is alarming. The volume in 1949 
was 18,773 pounds; during 1955 the volume had increased to 3,276,728 pounds. 

We understand that your committee has before it for your consideration H. R. 
a which, as we understand it, would in effect, give congressional ratification 
to the GATT’s negotiation of tariff agreements. 

Prior to the convening of the Geneva conference on tariff negotiations, our 
industry tried unsuccessfully to have malleable-iron fittings removed from the 
list of negotiable items. The procedure, as explained to us, convinced us that 
we were without any authoritative audience willing to hear and give effective 
relief to the plight in which our domestic malleable-iron-fittings industry finds 
itself. Congressional endorsement of H. R. 5550 will, we fear, broaden the gap 
between the practicalities of our domestic industry from time to time and our 
congressional representatives. 

We recognize that the malleabie-iron-fittings industry is only one of many 
industries which may be affected by future tariff reductions. However, the 
serious effect of a further reduction in the tariff, which seems most likely if the 
present bill is passed, is pointed up by the fact that the present cost of imported 
malleable-iron fittings to the importer is $0.233 per pound, while the average 
realization of competitive fittings manufactured and sold domestically is $0.36 
per pound, and at this price, the realization to domestic producers is only a scant 
return. 

Accordingly, we urge you to give every consideration to reporting this bill 
unfavorably. , 

Very truly yours, 
F, M. Jackson, Vice President. 


Barco MANUFACTURING Co., 
Barrington, Ill., February 28, 1956. 
Hon. Jere Cooper, 

Chairman, Ways and Means Committee, 
House Office Building, Washington, D. C. 
My Dear ConeressMan: I believe you have, before your committee, H. R. 


5550, dealing with the General Agreement on Tariffs and Trade (GATT) and the 
Organization for Trade Cooperation (OTC). 
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I would like to record my protest against this being reported on favorably by 
your committee or acted on favorably by Congress because it is just another case 
of the foreign governments taking the United States for a ride. It is a hobby of 
the internationalists and intellectuals and it is not in the interest of the average 
citizen, the average corporation or the average employee in industry. Congress 
would invite criticism of its action. 

The United States built its success before international innovations of this kind 
had any standing or were recognized and the elimination of international agree- 
ments such as this and the International Labor Organization, from United States 
activities, is earnestly desired. 

Very truly yours 


F. N. Barp, President. 


W. M. Wetcn Manvracrorine Co., 
Chicago 10, Ill., March 8, 1956. 


Hon. Jere Cooper, 
Chairman, Committee on ae and Means, 
House Office Building, Washington 25, D. C. 


My Dgar REPRESENTATIVE CoopsrR: My attention has been called to H. R. 
5550, which provides for United States membership in the Organization for Trade 
Cooperation. Powers to regulate tariffs, under our Constitution, are vested in the 
Congress of the United States. This bill transfers these powers to the executive 
branch of the Government. It further authorizes the executive branch of the 
Government to make arrangements with other countries with respect to 
tariffs. This will result in the regulation of our tariffs by representation from 
our Government that constitutes a minority in a group of foreign governments. 

Tariffs affect the economy of the country; and with it the very obscure items of 
small economic importance, which are extremely vital to national progress, 
national prosperity, and national security, can be badly damaged by such a 
cumbersome arrangement. Typical examples of a type of product of obscure 
economic importance but, nontheless, extremely vital to national progress and 
national security are scientific instruments such as analytical balances and weights 
used in research laboratories. There are hundreds of other vital commodities so 
obscure that the cumbersome machinery made effective by this legislation could 
not begin to recognize their need. 

At all costs, United States membership in the Organization for Trade Co- 
operation should be avoided. 

Cordially yours, 


R. E, Wetcna. 


Tue Bopine Corp., 
Bridgeport 5, Conn., March 9, 1956. 
Representative JERE Cooper, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C 


My Dear Mr. Cooper: I am writing you to register my opposition to bill 
H. R. 5550, the so-called Organization for Trade Cooperation bill. 

We are manufacturers of machine tools, an industry which used to ship 20 per- 
vent of its yearly output abroad. Under present tariff policies, we are not only 
shipping less than half that amount abroad, but we are suffering from importation 
of inferior, foreign-made, machine tools that can be sold in this country for 50 
to 60 percent of the cost of production in America. 

I have watched the results of a mistaken tariff policy on the lace industry, the 
watch industry, the optical industry, and on other minor industries such as pins, 
wood screws, handtools, ete. I tell you every time that we import materials 
from abroad, we buy not only unemployment for the American workingman but 
a tendency to lower the standards of living of the whole American people. 

I recognize this is a highly controversial subject, but I am unalterably opposed 
to any delegation of congressional authority to an international body involving 
matters that are vital not only to the national security, but to the welfare of the 
individual citizens of the United States. 

I hope this bill will be unfavorably reported and that it will not become the 
law of the land. 

Very truly yours, 
A. V. Bovine, President. 
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IMPERIAL Paper & CoLor Corp., 


Glens Falls, N. Y., March 7, 1956. 
Mr. JERE CooPER, 


Chairman, House Ways and Means Committee, 
House of Representatives, 
Washington, D. C. 


Dear Mr. Cooper: I am writing you to express our intense opposition to this 
country’s membership in OTC. We believe that the committee, of which you are 
chairman, is about to begin hearings on H. R. 5550. 

We believe that membership in this organization will bring us even closer to 
the elimination or further reductions in tariffs which are so essential for our sur- 
vival. 

We are already losing a considerable amount of business on C. P. Iron Blues, 
because the tariff was reduced at the Torquay conference. This is not alone the 
only effect, as we find it impossible to get a reasonable return on the C. P. Iron 
Blue we are manufacturing; otherwise, we would be further out of line on price. 
It is absolutely impossible for us to pay the high wage rates necessary in our 
country and at the same time compete on such commodities as we manufacture, 
where high labor costs are involved against foreign producers paying from one- 
quarter to one-tenth of our hourly rates. Right now the C. P. Blue that is 
being produced in #:ngland is being sold under our cost of production, so in order 
to maintain our sale in this country we must keep the differential between their 
selling price and our selling price as low as possible. Naturally this price, while 
bad on a single item, would be destructive to our entire economy if broadened 
into other items which are not now under consideration, but certainly would be 
if we were to join OTC. 

It is unbelievable that our elective representatives would take a step which, 
in effect, would allow the other 34 members of OTC to decide upon what we shall 
manufacture in this country and what they shall take away from us on the basis 
of a 34-to-1 vote. 

Our company and many companies like us have been a bulwark against ag- 
gression, mainly due to the scientific know-how we have acquired since World 
War I. We employ a very high proportion of chemists, engineers, and other 
technical trained personnel which we could not do if we were forced to meet any 
competitive situations like C. P. Iron Blue. 

Our export business is absolutely negligible (other than to Canada), as we are 
not in position to compete in the world market. Therefore, we trust that you 
will oppose vigorously this move, which would have the effect of ruining the one 
market (the United States and Canada) which is left to us. This may not be 
true in other industries, where labor factors are less of an item, but it is certainly 
true in our industry, where foreign know-how is equal to ours, and where mass 
production does not afford the economies that it does in certain industries. 

May we have your support in opposition to H. R. 5550. 

Sincerely yours, 


8S. L. Karpgewes, Vice President. 


STaTEMENT OF Donatp R. Wapie, Manaaine Drrector, Metau Lata Manv- 


FACTURERS AssocrIaTION, TO House CoMMITTEE ON Ways AND MEANS RE 
H. R. 5550 


I am Donald R. Wadle. I am managing director of the Metal Lath Manu- 
facturers Association, Engineers Building, Cleveland 14, Ohio, a trade association 
of the domestic manufacturers of metal lath and metal plastering accessories. I 
submit this statement on behalf of the members of the metal-lath industry in 
opposition to H. R. 5550. 

Metal lath and metal plastering accessories are used to provide a metal plaster 
base in the internal wall and ceiling construction and remodeling of buildings, to 
provide a reinforcement and mechanical key for plaster. Some also serve as a 
base for stucco and as concrete-slab reinforcement. Being highly fire resistive, 
and because its use results in a plastered surface that is more resilient and crack 
resistant, metal Jath is a superior plaster base, used chiefly in public and semi- 
public buildings as distinguished from smal] inexpensive construction. 

The domestic metal] lath manufacturers are cognizant of and sympathetic with 
the broad basic objectives of the repcirocal trade agreements program. However, 
when last year the Executive’s tariff-changing authority was broadened and 
extended for 3 years (H. R. 1), and when it is now proposed in H. R. 5550 that 
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this country join a permanent international agency that is dedicated not only to 
the continued reduction of tariffs but to many other controversial policies that are 
inimical to our best interests, they believe that this is an excellent time to care- 
fully analyze the trade agreements program and the direction in which it is headed. 

H. R. 5550 would authorize membership of the United States in the Organization 
for Trade Cooperation (OTC), an international agency established by the con- 
tracting parties to the General Agreement on Tariffsand Trade (GATT). OTCis 
said to exist to administer and carry out GATT, its objectives being those of 
GATT. Thus, approval of this bill can only have the effect of approving both 
OTC and GATT. 

We are opposed to H. R. 5550 and to the United States becoming a party to 
OTC for a number of reasons: 

GATT, which OTC is to administer, has never been approved by Congress, our 
“provisional” participation therein to date having been based solely upon the 
dubious contention that the Trade A ments Act authorized such an executive 
agreement. It is highly questionable that the Executive’s power to negotiate 
tariff-rate concessions under the Trade Agreements Act of 1934, enacted as it was 
“for the purpose of expanding foreign markets for the products of the United 
States,’ extends to provisionally accepting GATT which has as its purposes: 

1. Raising standards of living (apparently everywhere) ; 

2. Insuring full employment and a large and steadily growing volume of real 
income and effective demand (apparently everywhere) ; 

3. Developing the full use of the resources of the world and expanding the 
production and exchange of goods; and 

4. Promoting the progressive development of the economies of all the contract- 
ing parties. 

n fact, Congress, in enacting extensions of the Trade Agreements Act in recent 
years has expressly avoided either approving or disapproving GATT, and last year 
expressly struck from H. R. 1 authority of the Executive to make trade agreements 
regarding standards of treatment, quantitative import and export restrictions, 
“ee * aamanseiin and other matters relating to tariffs, which referred to portions 
of + 

GATT has never been approved by Congress because it is far more than a col- 
lection of negotiated tariff-rate concessions. It sprang from the discredited 
International Trade Organization (ITO), a global economic planning agency 
which Congress refused to approve in 1946, GATT having identical purposes and 
objectives and many similar substantive provisions to the old ITO. 

GATT is a broad international trade agreement that seeks to harmonize the 
conflicting trade policies of all of its 35 members (1) by stating many broad, sweep- 
ing foreign-trade ideals to which its members subscribe, and (2) by then setting 
forth a confusing variety of exceptions and qualifications permitting its members 
to continue their present preferences and discriminations against foreign trade. 
For example, while article II asserts that the contracting parties shall ‘‘immedi- 
ately and unconditionally” accord each other most-favored-nation treatment, 
i. e., that each agrees to extend its concessions made to any nation to all 35 con- 
tracting nations, the same article then says in effect that existing preferences 
shall remain in effect. By this legerdemain, GATT thus fails to eliminate and 
may have bound British Empire and French and Belgian colonial preferences. 
Many other examples of GATT members having their cake and eating it too 
could be given. 

These broad, sweeping controversial ideals, and the baffling, illusory exceptions 
to them, make GATT as treacherous as quicksand for a nation like the United 
States that honors its agreements and has so much to lose economically in the 
process of raising the world’s standards of living, insuring full employment 
abroad, etc. 

While GATT has been administered informally to date, principally at annual 
meetings of its contracting parties, a permanent administrative agency is now 

roposed in OTC, with an Assembly, an Executive Committee, and a Secretariat. 
ts objectives are, of course, the same as those of GATT (and as the old ITO), 
and its organizational features closely parallel those of ITO. 

Although OTC resembles in many respects the United Nations (in fact, contains 
provision for becoming a specialized agency under article 57 of the U. N. Charter), 
and while the extent of OTC’s control over the economic interests of each of its 
members parallel those of U. N. in other fields, there are several vast differences 
between OTC, on the one hand, and the U. N. and other international agencies to 
which this country belongs, on the other. 

In OTC each of the 35 GATT members, be it large or small, or a democracy or 
dictatorship, has a single vote, no nation having either a weighted vote or a veto. 
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Tiny Luxembourg, or Communist Czechoslovakia, or any “have not”’ nation will 
have exactly the same voice, although having only a fraction of the foreign trade 
and paying only a fraction of OTC’s cost, as the United States. Absent a com- 
rable U. N. veto, the United States in OTC would be at the mercy of the col- 
ective judgment of a majority of 34 other countries. 

Although Congress carefully weighed and passed upon U. N. and its Charter, 
Congress in H. R. 5550 can only weigh and pass upon OTC, the administr:.tive 
arm of GATT. The substantive provisions of GATT are not now and never have 
been before it—it is in the position of either taking or leaving them as a whole. 
Otherwise stated, here Congress is asked to approve joining an agency to admin- 
ister an agreement provisionally accepted by the Executive under highly dubious 
authority. In this regard, OTC fails to follow the Randall Commission’s recom- 
mendations in two respects: GATT has neither been submitted for approval, as 
recommended, or renegotiated, as recommended, along noncompulsory lines and 
confined to sponsoring multilateral trade negotiations, to recommending broad 
trade policies for individual consideration by each country, and to simply provid- 
ing a forum for consultation. It is the compulsory features of OTC and GATT 
that make them so unpalatable. 

The Unites States, moreover, should not join OTC, not only because joining 
could not help being an implied approval of GATT, but also because our joining 
would commit us to change a whole array of our Federal statutes that are now 
in conflict with GATT. Remedies for domestic industry against improvident 
tariff concessions or unfair practices in foreign trade, such as the escape clause, the 
antidumping and countervailing-duty statutes, and the recently enacted remedy 
against imports in such quantities as to impair our national security, are each 
in conflict in whole or in part with GATT. Our laws providing agricultural 
import quotas that are a pillar of our farm-product-support program, as well as 
the farm-product-support program itself, are in direct conflict with GATT. 
Many other laws, including the Buy American Act; our tariff laws relative to 
valuation for ad valorem purposes, judicial review of customs matters, and the 
marking of imported items; our export control laws; our excise tax laws, and many 
others, violate in one or more respects the principles of GATT. 

In addition, there are grave constitutional questions whether Congress can 
delegate or resign its legislative powers of laying taxes and import duties and 
regulating commerce with foreign nations, powers vested by the Constitution 
exclusively in Congress, to a global organization. The nature of OTC and GATT, 
in which we would have only 1 vote in 35, which has not been renegotiated along 
noncompulsory lines, as well as the complete absence of limits in which the 
administrative functions are to be exercised that are imperative if there is a 
constitutional delegation of legislative power, clearly indicate that neither OTC 
nor GATT would not carry out the congressional will. Rather, our approval of 
OTC would constitute a turning over of these constitutional powers to the un- 
limited discretion of a majority of 34 other nations, whose objectives of “‘develop- 
ing the full uses of the resources of the world,” etc., are in no sense the requisite 
channelizing limits of delegated authority. 

These reasons demonstrate, we submit, that though simply phrased, H. R. 5550 
will have far-reaching and revolutionary consequences on our economy and foreign 
trade, which under the Constitution are and should remain under control of 
Congress. Because joining OTC would involve us directly in a global planned 
economy, H. R. 5550 should be defeated. 

Respectfully submitted. 

Donatp R. Wane, Managing Director. 


STATEMENT ON H. R. 5550 on BEHALF OF MANUFACTURERS OF OPTICAL AND 
OpuTHALMIc Guiass, LENSES AND INSTRUMENTS FILED Wits THE Hovuse 
COMMITTEE ON Ways AND MEANS 


This statement is in behalf of individual companies producing optical glass, 
lenses and scientific optical instruments. As a group these companies represent 
all segments of the scientific optical industry. Their combined production ac- 
counts for approximately 95 percent of domestic optical glass production and 
approximately 85 percent of the scientific optical instruments produced in the 
United States. The market for this branch of industry is predominantly do- 
ee its exports dropped from $1.8 million in 1948 to less than $300,000 in 
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AN INDISPENSABLE DEFENSE INDUSTRY 


There can be no question but that the domestic optical industry performs q 
function absolutely essential to the defense and security of the United States, 
The latest such recognition was during the last session of Congress when H. R, | 
was amended by the addition of a new “national security” section. This new 
section incorporated in the Trade Agreement Extension Act, provided a special 
procedure to be followed by ‘‘national security’”’ industries to protect them from 
excessive imports which threaten their continued existence. That amendment 
reads as follows: 

“‘(b) In order to further the policy and purpose of this section, whenever the 
Director of the Office of Defense Mobilization has reason to believe that any 
article is being imported into the United States in such quantities as to threaten 
to impair the national security, he shall so advise the President, and if the Pres- 
ident agrees that there is reason for such belief, the President shall cause an 
immediate investigation to be made to determine the facts. If, on the basis of 
such investigation, and the report to him of the findings and recommendations 
made in connection therewith, the President finds that the article is being im- 
ported into the United States in such quantities as to threaten to impair the 
national security, he shall take such action as he deems necessary to adjust the 
imports of such article to a level that will not threaten to impair the national 
security.” (Sec. 7, Public Law 86, 84th Cong., 1st sess.) 

This amendment, we recognize, does not identify the domestic industries eligible 
for protection under its procedures. However, its legislative history makes it 
clear that the domestic optical industry was intended to come within its coverage. 

In the Senate floor debates on the amendment, this question was raised and 
answered specifically in the following manner: 

“Mr. Fuanpers. That seems to be clear. In accordance with that wording, 
if, for instance, imports of optical goods should seem to threaten the existence 
of an optical goods industry in this country or to seriously impair its existence, 
such imports would then be subject to the remedies in that section, would they 
not? 

“Mr. Byrp. The Senator from Vermont is certainly correct.’’ (Daily Con- 
gressional Record, May 2, 1955, P. 4499.) 

It is likewise clear from the legislative debates on the amendment that its 
framers intended that the relief sought to be provided by it was to be in the form 
of quota restrictions on imports and not in the form of tariff actions. Thus, the 
chairman of the Senate Finance Committee explained the amendment as follows: 

“Mr. Byrp. Yes. In other words, it puts other commodities on the same basis 
as agricultural commodities. It simply leaves the President the power, in his 
discretion, to decide whether to impose a quota or to reduce the imports.”’ (Daily 
Congressional Record, supra.) 


IMPACT OF H. R. 5550 ENACTMENT 


It is our position that enactment of H. R. 5550, without modification, could 
make the “national security’? amendment ineffective if such enactment did not, 
in fact, supersede and nullify that amendment. As reasons therefor, it is sub- 
mitted that: 

1. Congressional approval of H. R. 5550, to authorize United States member- 
ship in the Organization for Trade ees is tantamount to congressional 
approval of the General Agreement on Tariffs and Trade. 

2. The general agreement precludes action by participating countries to impose 
import quotas except under the limitations of that agreement. 

3. The general agreement does not permit the imposition of import quotas to 
protect essential domestic defense industries. 

4. The imposition of quotas pursuant to authority granted by the ‘‘national 
security’ amendment would constitute a violation of GATT. 

5. Enactment of H. R. 5550 could supersede the quota protections provided for 
essential domestic defense industries by the ‘‘national security”? amendment. 

These reasons will be discussed separately. 


1, CONGRESSIONAL APPROVAL OF H. R. 5550, TO AUTHORIZE UNITED STATES MEMBER- 
SHIP MEMBERSHIP IN THE ORGANIZATION FOR TRADE COOPERATION, IS TANTA- 
MOUNT TO ITS APPROVAL OF THE GENERAL AGREEMENT ON TARIFFS AND TRADE 


H. R. 5550 proposes to authorize the President to “accept’’ United States 
membership in the Organization for Trade Cooperation. Passage of this bill 
would constitute official United States recognition of OTC and approval of the 
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international agreement establishing it. = implication at least, this would 
mean congressional approval of the General Agreement on Tariffs and Trade 
because of the functions and responsibilities to be vested in OTC. 

These functions and responsibilities are enumerated in the OTC formation 

eement. 
w article 2 of that agreement provides that ‘‘Members of the Organization shall 
be the contracting parties to the general agreement. Governments which become 
or cease to be contracting parties to the general agreement shall become or cease 
to be members of the Organization.”’ [Italics added.] 

It would be the function and duty of OTC to— 

(a) “Further * * * the achievement of the purposes and objectives” of GATT 
(OTC agreement, art. 1); 

(b) “Administer the general agreement and generally facilitate the operation 
of that agreement” (OTC agreement, art. 3 (a)); 

(c) Act in all matters under GATT to which the parties thereto have agreed 
(OTC agreement, art. 3 (d)). 

The meaning of article 2 is clear. No country which is not a contracting 
member of GATT can be a member of OTC. Thus, congressional approval of 
United States membership in OTC would constitute approval of United States 
membership in GATT, Obviously, that authorized GATT membership would 
carry with it official congressional acceptance of the GATT agreement. 

The functions of OTC set forth in the other articles of the formation agreement 
establish that approval of United States membership therein would amount to an 
effective ratification of GATT without consideration by Congress of that agree- 
ment. That this is so, is clearly apparent from the language of article 3 (d) of 
the OTC formation agreement which reads: 

“The Organization shall have no authority to amend the provisions of the 
general agreement; no decision or other action of the assembly or any subsidiary 
body of the Organization shall have the effect of imposing on a member any new 
obligation which the member has not specifically agreed to undertake.” 

Article 3 (d), of course, is phrased as a limitation on OTC authority. The 
article means, however, that OTC would have the affirmative authority and 
responsibility to administer and enforce all provisions of GATT, including the 
provisions forbidding quotas. 


2, THE GENERAL AGREEMENT PRECLUDES ACTION BY PARTICIPATING COUNTRIES 
TO IMPOSE IMPORT QUOTAS EXCEPT UNDER THE LIMITATIONS OF THAT AGREE- 
MENT 


The general agreement provides in article XI (1) that ‘No prohibitions or 
restrictions other than duties, taxes or other charges, whether made effective 
through quotas, import or export licenses or other measures, shall be instituted or 
maintained by any contracting party on the importation of any product * * *.”’ 
While exceptions to these limitations are provided by subsection 2 of this article, 
they relate primarily to agricultural product imports. 

he so-called general exceptions to the GATT agreement, including its 
restrictions on quotas, merely permit participating countries to adopt measures: 
(a) Necessary to protect public morals; (b) necessary to protect human, animal or 
plant life or health; (c) in reference to the importation of gold or silver; (d) neces- 
sary to secure compliance with laws or regulations not inconsistent with GATT; 
(e) relating to prison labor products; (f) adopted to protect ‘‘national”’ treasures 
of artistic, historical, or archeological value; (g) relating to conservation of 
exhaustible natural resources in conjunction with domestic restrictions; (h) de- 
signed to carry forward commodity obligations permissible under OTC criteria; 
(t) to provide materials at lower than world prices for domestic use under a 
governmental stabilization plan; (j) ‘essential’ to acquisition or distribution of 
products in general or local short supply. (Art. XX;GATT agreement.) 

The “security exceptions” to GATT are ed in article XXI. They 
provide that nothing in the agreement shall ed: (a) To require a con- 
tracting perty to give out any information whi€h it considers contrary to its 
“national security’ interests; or (b) to prevente@ contracting party from taking 
action to protect such security interests (1) in respect to fissionable materials or 
products from which they are derived; (2) relating to traffic in arms and other 
implements of war for purposes of supplying a military establishment; (3) during 
time of war or other international emergency; or (c) to prevent a party from 
taking action pursuant to its obligations under U. N. 

hese exceptions are not meaningful. Certainly, they were neither designed 
nor intended to permit a contracting party to GATT to protect its domestic 
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industry which is deemed essential to its national security from excessive imports 
by the imposition of quotas except perhaps under such limited conditions that 
they can have no application in the matter here under consideration. 


3.°THE GENERAL AGREEMENT DOES NOT PERMIT THE IMPOSITION OF IMPORT 
QUOTAS TO PROTECT ESSENTIAL DOMESTIC DEFENSE INDUSTRIES 


In the preceding section, the various exceptions to GATT, which is a self- 
contained instrument, have been identified. Outside their scope, a contracting 
party is precluded by GATT from imposing import quotas to protect a domestic 
industry notwithstanding that such industry is essential to the Nation’s security 
and national defense. 


4. THE IMPOSITION OF QUOTAS PURSUANT TO AUTHORITY GRANTED BY THE 
““NATIONAL SECURITY’? AMENDMENT WOULD CONSTITUTE A VIOLATION OF GATT 


Despite relief provided by the “national security’? amendment to the Trade 
Agreements Extension Act, it should be recognized that defense industry relief 
from excessive imports is by no means automatic. Actually, this provision of 
the statutory law would place the President on the horns of a dilemma should 
import quotas or other appropriate relief be recommended by ODM. If such 
recommendations were followed, the President would act in violation of GATT; 
but if they were not followed, he would violate the intent of the statute. Thus, 
even without congressional approval of OTC by public law, with the implied 
approval of GATT, the general agreement itself presents obstacles to the relief 
sought to be provided by the amendment. 

It may be argued, of course, that the President would not hesitate to follow 
the statutory intent and impose quotas to protect indispensable defense industry 
when that action is deemed necessary. Assuming this to be the case, there is 
every reason to believe contracting countries offended by the quotas would seek 
and obtain “compensatory” action against the United States as provided in 
article XIX of GATT. ithout implied approval of GATT, however, essential 
defense industries can be protected by import quotas imposed pursuant to the 
“national security’? amendment. 

5. The enactment of H. R. 5550 could be construed to supersede the quota 
protections authorized for essential domestic industries by the ‘‘national security” 
amendment. 

There is a well-established judicial rule of statutory construction to the effect 
that latest statute in point of time of enactment supersedes and repeals provisions 
of earlier statutes which are in direct conflict with the later enactment even 
though the latest statute contains no repealer provision. 

If a law should be enacted specifically adopting and approving GATT, there 
can be little question but that such a law would supersede the provisions in direct 
conflict therewith contained in section 7 of Public Law 86, 84th Congress, Ist 
session. 

Since H. R. 5550 delegates power to the President to join OTC, and since a 
known condition of OTC membership is prior acceptance of GATT, there is a 
clear possibility that the courts could construe H. R. 5550 as a grant of authority 
to bind this country to the provisions of the general agreement, including a com- 
mitment to impose no quotas or restrictions on imports affecting essential Aoinentic 
defense industries. 

Inasmuch as GATT prohibits the imposition of quotas, except in limited cir- 
cumstances not pertinent here, and the “national security” amendment con- 
templates relief through the imposition of quotas, a direct conflict arises between 
two public laws delegating authority to the President. Thus the judicial rule 
could be applied by the courts, namely, to disregard an earlier statute clearly 
repugnant to one subsequently enacted. 


RECOMMENDATION 


In view of the clear danger to “national security” industries that would result 
from enactment of H. R. 5550, it is submitted that the bill should not be approved 
unless and until the Congress includes therein appropriate language to protect 
against any impairment of the “national security” amendment and the procedures 
provided by it. This might be accomplished by the inclusion of a provision per- 
mitting United States participation in OTC only on condition that GATT be 
first amended to exclude from quota restrictions, quotas or any action in the 
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interest of national security authorized by H. R. 1. (Sec. 7, Public Law 86, 84th 
Cong., 1st sess.) 
Respectfully submitted. 
OPTICAL AND OPHTHALMIC GLASs, 
LENS AND INSTRUMENT INDUSTRY 
ComMITTEE, 
By Smetuurst & Hasiam, Counsel. 


INTERNATIONAL ALLIED Printine TrapEes ASSOCIATION 


March 14, 1956. 
Hon. JERE Cooper, 


Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear REPRESENTATIVE Cooper: On March 7, 1956, the board of governors of 
the International Allied Printing Trades Association approved a resolution to be 
sent to all members of the Ways and Means Committee of the House of Repre- 
sentatives. 

We ask that you give serious consideration to the enclosed resolution and that 
it be included in the record of hearings on H. R. 5550. 

With kind regards, I am 

Yours very truly, 
Don Hupp, 
Secretary-Treasurer. 


Opposition To H. R. 5550 


The board of governors of the International Allied Printing Trades Association 
has on previous occasions made known its unalterable opposition to elimination 
of the manufacturing clause of the Copyright Act. e still adhere to that 
position in recognition of our continuing duty to safeguard the jobs, the wage 
standards and the conditions of work of our members. 

The General Agreement on Tariffs and Trade, known as GATT, which is an 
executive agreement that has never been ratified by Congress and indeed has 
never been submitted to Congress for ratification, contains provisions that call 
for the elimination of import restrictions such as the manufacturing clause of our 
copyright law. 

H. R. 5550 is a bill before Congress that would give congressional approval of 
United States membership in the Organization for Trade Cooperation or (OTC). 
The OTC in turn would be dedicated to attainment of the purposes and objectives 
of GATT. This would contemplate the elimination of what is left of the manu- 
facturing clause. 

We stand firm against any further weakening of the clause and with equal 
firmness oppose further reduction of the low tariff rates now prevailing on books 
or the binding of such rates at existing levels. 

As an instrumentality that would lead to exactly such undesirable ends, were 
United States membership in the OTC approved by Congress, we vigorously 
oppose the passage of H. R. 5550 or any compromise version thereof that would 
permit the carrying out of the GATT provisions to which we have registered our 
strong objections herein. 


STATEMENT oF BicycLE MANUFACTURERS ASSOCIATION OF AMERICA BEFORE THE 
Ways aND Means CommMiTrez, Hovuss or REPRESENTATIVES, RE H. R. 5550 


The Bicycle Manufacturers Association of America views with grave appre- 
hension the growing tendency of the makers of foreign policy of our Government 
to withhold from American industry adequate relief against destructive foreign 
competition. 

It is because we fear that such tendency will be accelerated by the proposed 
Organization for Trade Cooperation that we urge Congress to weigh carefully the 
dangers inherent in transferring the regulation and control of our foreign commerce 
from the Congress of the United States to the assembly of an international or- 
ganization in which the United States will have but 1 vote out of 35. 

The General Agreement on Tariffs and Trade contains an “escape clause,’’ as 
article XIX. That provision is substantially similar to escape clauses included 
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in bilateral trade agreements, beginning with that between the United States and 
Mexico entered into in 1943. Procedure for administering trade agreement escape 
clauses was provided by Executive Orders 9832, February 25, 1947; 10004, October 
5, 1948; and 10082, October 5, 1949. These escape clauses permitted withdrawal] 
or modification of the concession. 

Responsive to numerous complaints that existing escape clause procedures were 
inadequate and ineffective, Congress enacted section 7 of the Trade Agreements 
Extension Act of 1951 (65 Stat. 72, 74; codified as Sec. 1363-64, Title 19, U. 8. 
Code). In this legilsation Congress provided not only for the withdrawal, modifi- 
cation or suspension of a concession, but also for ‘‘the establishment of import 
ees. to the extent and for the time necessary to prevent or remedy such injury.” 

nder other legislation, particularly section 22 of the Agricultural Adjustment 
Act of 1933, as amended, and section 104 of the Defense Production Act of 1950 
as amended, import quotas had been authorizied for application to certain agri- 
cultural products. Experience under those statutes had demonstrated that the 
import quotas were a much more effective form of relief against destructive import 
competition than the mere restoration of or addition to customs duties. 

American industries struggling to survive against the increasing import compe- 
tition of the post war period welcomed this legislation with high hopes that it 
would afford the relief so desperately needed by them. Escape clause or section 7 
applications were filed by a number of industries. In some of the cases the Tariff 

ommission recommended quotas as the only effective method of affording the 
needed relief. But no import quota has yet been established under this escape 
clause procedure on any industrial product. 

Congress must have intended that the provision for relief by imposition of 
quotas should be used. Such provision was included in the congressional enact- 
ment in response to strong representations that quotas were frequently the only 
form of effective relief against destructive import competition. However, in the 
few cases in which quota relief has been recommended by the Commission, the 
President has rejected that recommendation. In rejecting such a recommendation 
in the case of Spring Clothespins, the President said in his letter of November 20, 
1954: 

“Even if some restrictive action were warranted in this case, I should be par- 
ticulary hesitant to impose an absolute quota on imports in a case of this kind. 
We have been very concerned that sales abroad of many American export products 
have been seriously hurt during recent years by quantitative limitations imposed 
by various foreign countries, thus curtailing the play of competition even when 
our product and its price are better. 

“Only in exceptional situations has the United States resorted to controlling 
imports by absolute quotas, as in the case of a few farm products where a supported 
price in the American market was attracting an excessive quantity of imports.” 

Of the 56 escape clause investigations which had been completed by the Tariff 
Commission as of January 1956, escape clause action was recommended by the 
Commission in 18 cases. In only 6 of those was the Commission recommendation 
followed; in 2 of the 6, the Commission’s recommendation was followed only in 
part. In 10 cases the Commission’s recommendation was rejected; the other 2 
cases are still before the President for his action. 

The bicycle case was one of those in which the President granted a measure of 
relief, although less than that recommended by the Tariff Commission. In 
presenting its case to the Tariff Commission, the industry had strongly urged that 
the only relief adequate to meet the situation would be the imposition of a quota. 
The Commission’s reluctance to recommend a quota can well be understood in 
the light of the President’s rejection of quotas recommendations in earlier cases 
and his announcement in the Spring clothespin case above quoted indicating that 
quotas would not be imposed under any circumstance. 

The relief recommended by the Commission was an increase in duty from 74 
percent on so-called lightweights and from 15 percent on other models to 22% 
percent. (Commission’s report of March 14, 1955.) The President returned 
the case to the Commission for further study. In a supplemental report of July 
14, 1955, the recommendation of the earlier report was renewed. The President 
thereupon, by a proclamation effective August 19, 1955, accepted the Com- 
mission’s recommendation in part, allowing an increase in duty on the light- 
weights from 7% to 11% percent and on other types from 15 to 22% percent. 
Applied to the average unit values of imports in 1954, these increases amounted 
to Rs cents per unit on lightweights and $2.08 on balloon-tire models. 

That this limited measure of relief has been wholly inadequate to stem the 
rising tide of imports has already been demonstrated by the industry’s experience 
since the increased rates became effective. 
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As recently as the calendar year 1950, imports of bicycles amounted to only 
67,789 units representing approximately 3.4 percent of the total American market. 
In the calendar year 1955 imports were 1,223,520 units representing 42 percent 
of the total United States’ market for that year. For the 4th quarter of 1955, 
following the increase of duty, imports were 453,138 units which was 42 percent 
of the total American market, the same percentage as for the full calendar year. 

The experience of the American bicycle industry, as well as that of other 
American manufacturing groups, demonstrates the impossibility of obtaining the 
kind of relief that Congress intended to provide against injury by imports, unless 
the authority to impose quotas is exercised in accordance with the terms of the 
statute. 

Why is there such unwillingness to utilize the mechanism of import quotas in 
the regulation of import trade? We think the answer lies in the conflict between 
the policy of Congress as set forth in section 7 of the Trade Agreements Act of 
1951 and the policy of the State Department as set forth in the general agreement 
on Tariffs and Trade. The escape clause, article XIX of the general agreement, 
does not specifically recognize the imposition of a quota as a method of relief, 
although it might well be considered as embraced within the term ‘‘modification’’ 
of a concession. Some concessions in tariff rates made by the United States 
pursuant to the Trade Agreements Act have been conditioned upon quantitative 
limitations of the imports to which the lower duty is applied. So a quota plainly 
has the quality of a modification of a concession. 

However this interpretation appears to have been rejected by the provisions 
of articles II and XI of the general agreement. Article II contains various 
provisions designed to prevent impairment of the value of concessions granted. 
Article XI is designed to prohibit quantitative limitations except in certain 
specifically described situations. However article XII contains a general permission 
for the establishment of quantitative limitations to safeguard the balance of 
payments and to further the national fiscal policy. This provision has opened the 
door to numerous quantitative limitations against American exports and many of 
the concessions granted by other countries to the United States have been nullified 
or seriously impaired by the general use of quantitative limitations and exchange 
restrictions. Because of our strong financial position as a nation, article XII is 
not available as a basis for restricting imports into the United States. 

However, notwithstanding the provisions of articles II and XI, quotas have 
been established and are presently maintained with respect to certain agricultural 
commodities. These actions are permitted under the General Agreement pur- 
suant to a waiver which was requested by the United States and granted by the 
other contracting parties. No such waiver has been requested or granted with 
respect to industria! products. It is explained that the waiver for agricultural 
commodities is required because of the price support and other programs designed 
to aid certain agricultural commodities. But it would seem that an American 
industry which is struggling on its own power to survive without Government 
aid should merit relief against foreign competition fully as effective as that 
granted to producers of agricultural commodities which receive Government aid. 

If a waiver is needed to permit a statute enacted by Congress to be made 
effective in accordance with its express terms, that waiver should have been 
provided long ago. If it is ever to be provided, that must be done before any 
action which can possibly be construed as an endorsement of the previiling policy 
of nonuse of the import quota authority provided by section 7. Authorization 
of membership of the United States in the Organization for Trade Cooperation 
would certainly be construed as such an endorsement. It would further be con- 
strued as an endorsement of the record heretofore made by the executive branch 
of this Government in the regulation of our import trade. 

The determination of national policy with respect to foreign commerce, as well 
as with respect to domestic interstate commerce, rests in Congress under the 
Constitution. Before taking any such action as is now proposed, Congress should 
make certain that its policy with respect to the regulation of import commerce 
is not only clearly expressed, but that such policy is genuinely accepted and 
effectively enforced by all executive and administrative agencies of the Government. 

It is for these reasons that we believe the enactment of the pending bill is open 
to the most serious question. Serious conflict presently exists between executive 
and congressional policy with respect to the regulation of foreign trade. This 
Situation should be clarified and the congressional policy firmly established before 
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Congress considers turning over to an international organization its authority 
to regulate foreign commerce in the future. 
Respectfully submitted. 


JoHN AUERBACH, Executive Secretary. 
New York, N. Y., March 13, 1956. 


Tue Griuette Co., 
Boston, Mass., March 8, 1956. 
Hon. Jere Coopsr, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Str: I would appreciate it if the record of the hearings of your committee 
on H. R. 5550 give record of me as strongly favoring the enactment of that 
measure which I strongly believe is an essential step in the establishment of a 
sound long term foreign economic policy for the United States. 

Sincerely yours, 
Cart J. Grrpert. 


Tue Society or tHE Priastics Inpustry, INc., 
New York, N. Y., March 1, 1956. 
Re H. R. 5550. 
House Ways anp MEans CoMMITTEE, 
House of Representatives, Washington 25, D. C. 


Dear Srrs: The Society of the Plastics Industry, Inc., a corporation, organized 
under the membership corporation law of the State of New York, is a trade associ- 
ation composed of members who process or manufacture plastics or plastic mate- 
rials, who engineer or construct molds or similar accessory equipment for the plas- 
tics industry, and who engage in the manufacture of plastic machinery. The 
society which was incorporated in 1937, was formed for the purpose of assembling 
and disseminating scientific, engineering and other information on plastics. With 
the approach of the war its scope was broadened to include cooperation with the 
Government in the solution of plastic problems of its military and allied depart- 
ments and generally to advance the application and use of plastics. The society 
now has approximately 972 company members in the United States, representing 
are 95 percent of the total dollar volume of the domestic plastic 
industry. 

As already noted, the society includes among its members a large percentage of 
the molding and fabricating concerns of the country; substantially all of those 
companies producing the plastic materials from which the finished articles are 
molded, fabricated or laminated and the organizations producing the machinery 
used in the various molding and fabricating processes. A list of the different 
branches of the industry which is also representative of the Society of the Plastics 
Industry’s membership follows: Raw material manufacturers, compression mold- 
ers. injection molders, extruders, reinforced molders, miscellaneous molders, 
laminators, fabricators, film processors. 


INTEREST OF THE SOCIETY IN TARIFFS 


The society in the past has frequently been looked to by its members for repre- 
sentation on matters affecting their interests or in situations where greater indus- 
trial efficiency could be attained through the offices of the central organization. 
As mentioned above the Government frequently utilized the facilities of the 
society during the war to contact the various branches of the plastics industry 
and to speed up the fulfillment of wartime requirements. 

The members of the society are vitally concerned with the outcome of H. R. 
5550 and the society on behalf of these members wishes to record its opposition 
to the passage of that bill. We respectfully request that this letter be included 
in the record of the committee hearings thereon. Our industry has already been 
subjected to large tariff reductions on items which it produces, with the result that 
many individual items are already being subjected to ruinous price competition 
from imported products. 

Members would not like to see the Congress adopt any legislation that in effect, 
would mean a continuance of the policy or tariff concessions ad infinitum. 

The association and its membership do not pretend to be expert at interpreting 
the full meaning of H. R. 5550, the OTC or the GATT, but we do get some very 
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definite impressions from examining the texts and backgrounds of these documents. 
What we have seen gives us very much concern. 

First of all, acceptance of H. R. 5550 will mean that Congress also accepts the 
GATT. Article XXXIX of the GATT includes provisions for the continued 
prtee os of tariffs. As the present tariffs on the products of the industry are 

already at dangerous levels our distress over that obligation is very clear. 

Secondly, both the OTC and the GATT contain self-amending provisions. This 
does not mean that they may amend one another, but rather each may amend 
itself. We understand this would enable OTC and GATT to undertake obli ga- 
tions far beyond their present already broad scope. So far as the United States 
is concerned, the new obligations would be accepted without further reference 
to Congress. 

Thirdly, there is the question of constitutionality. Can Congress delegate 
open end authority such as the commitment to the OTC and the GATT requires 
and still run no real risk of an adverse decision from the judicial branch on the 
constitutionality of that delegation? We suspect that the risk is very real and 
that the commitment could easily be held unconstitutional. That question 
must be examined very carefully. 

For these reasons chiefly, the Society of the Plastics Industry urges the 
committee to reject H. R. 5550. 

Respectfully submitted. 


Joon M. Wertuersy, Secretary. 


STATEMENT SusMitTTep By S. D. BrcurTet, PrResIDENT, BEcHTEL CorP., TO 
Ways AND Means Commitrexr, House or REPRESENTATIVES, Marcu 8, 1956, 
Supportine H. R. 5550 


To the chairman and members of the Ways and Means Committee of the 
House of Representatives, my name is §. D. Bechtel. I am president of Bechtel 
Corp., engineers-constructors, with headquarters in San Francisco. 

iH.” R. 5550, approving United States participation in the Organization for 
Trade Cooperation, should in my opinion be enacted into law. submitted a 
statement last year in support of H. R. 1. I believe that most of the same reasons 
for the passage of H. R. 1 apply with equal force to the present measure. I 
believe the passage of H. R. 5550 would be an encouragement to business and 
enterprise both in the United States and abroad and would stimulate inter- 
national trade and foreign private investment. It would also emphasize in a 
convincing manner that the United States is able and willing to provide economic 
leadership to the free nations. 

For many years the organizations with which I am associated have been 
active in various parts of the world. These activities have included engineering 
and construction projects in the petroleum, mining, power and transportation 
fields. Large numbers of personnel, both American and foreign, have been 
employed and considerable amounts of materials and equipment have been 
utilized. These projects have developed natural resources and have improved 
living standards in the countries where located, and have made available raw 
materials and supplies for our own use as well as that of others. Our American 
skills and know-how have contributed to the healthy course of international 
relations. 

From my own observation and from many contacts and exchanges of views 
at home and abroad, I realize that such developments rest basically upon a 
liberal flow of trade. It is the interplay of goods and services which establishes 
the goundwork for capital investment and productive growth. We who believe 
in free enterprise must recognize that the exchange of products between our 
own country and others is essential to the operation of the system. 

During the last 4 decades this country has changed its role from that of debtor 
to that of international creditor. Today the United States is the world’s princi- 
pal trading nation. For a decade and a half we have supplied vast quantities 
of raw materials and finished products to our allies and friends, financed largely 
by means of loans and grants. Such a condition is unsound and the recipient 
countries themselves are desirous of paying their own way and standing on their 
own feet. In order to earn dollars they must trade with us. If we Americans wish 
to maintain and expand international markets for our products we must purchase 
foreign goods and services in fair and reasonable amounts. 

Viewed strictly from the standpoint of domestic interests, the stimulation of 
exports through the creation of dollar earnings in the hands of foreigners plays 
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an important economic role. It is well known that as to many industries and 
many companies the ‘‘export fraction” supports the profit margin and the sta- 
bility of operations. The result is favorable to labor, business and investment, 

Effects on foreign countries of large and expanding trade volume are equally 
important. For instance, the reestablishment of convertibility of foreign cur. 
rencies, with all its benefits, is obviously dependent upon the ability of the coun- 
tries in question to establish national earning power and build up their currency 
reserves. 

Politically the implications are as great as if not greater than those in the 
economic field. The struggle with communism has its material as well as its 
idealogical aspects. Our friends abroad are opposed to communism just as we 
are. However, they must earn their bread and in many cases that means finding 
markets for their products. If we do not encourage them to look in our diree- 
tion there will be inevitable tendencies to develop relations with the communist 
countries. International trade and commerce are foundation stones for peace 
and prosperity. 

Fortunately the great changes which have occurred in the world and these 
present-day necessities have been recognized by our legislators during recent 
years. The reciprocal trade agreements which have been negotiated from 
time to time have indicated to our friends that, regardless of internal politics, 
our Government has a consistent long-range tariff and trade policy. Approval 
of the OTC will confirm that policy. There is no question raised here of a radical! 
move toward ‘“‘free trade’”’ but rather a reaffirmation of present procedures which 
have worked well. 

The proposed act is designed to strengthen the hands of our negotiators in 
their dealings with foreign countries and will encourage representatives of such 
countries to make just and equitable concessions in return for those received 
from the United States. For it is essential to the legislation and to its proper 
application that there be mutuality. It is the duty of our responsible officials 
to insist on fair terms and the principle of give and take. 

Furthermore, each American industry affected by trade negotiations should 
have an opportunity to present its own case. The new organization is fully 
consistent with the terms of our legislation which provide for hearings and for 
protection of American industries against abuses from abroad, and the restric- 
tions which guard against a too far-reaching lowering of tariffs. Also, nothing 
in the OTC will prevent capable and efficient domestic producers from being 
able to apply for and be heard regarding possible increases to offset discriminatory 
advantages enjoyed by foreign competitors. 

At this moment the free world looks to the United States. It recognizes 
our position and power and it desires to raise living standards generally toward 
the levels which our people enjoy. To sum up, I believe United States approval 
of OTC will give reassurance as to the firmness and permanence of American 
trade policies, and will fortify the opponents of creeping socialism and communism 
by furnishing evidence of constructive and enlightened American leadership, 


Sporting ARMS AND AMMUNITION MANUFACTURERS’ INSTITUTE, 
New York, N. Y. March 1, 1956. 
Re H. R. 5550. 


Hon. JERE CoopErR, : 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Mr. Cooper: The Sporting Arms and Ammunition Manufacturers’ 
Institute is a voluntary unincorporated association of nearly all the rifle, shotgun, 
and ammunition manufacturers in the United States. The following companies 
comprise the membership, all of whom are actively engaged in the defense effort, 
either through current production or research, or through standby agreements, 
and upon whom our government vitally depends for small arms and ammunition 
in a national emergency: The High Standard Manufacturing Corp., Ithaca Gun 
Co., Ine., The L. C. Smith Gun Co., The Marlin Firearms Co., O. F. Mossberg & 
Sons, Inc., Remington Arms Co., Inc., Savage Arms Corp., (Arms and Ammuni- 
tion Division), Olin Mathieson Chemical Corp., E. I. ae Peak de Nemours & Co., 
Ine., Federal Cartridge Corp., and Hercules Powder Co. 

The Sporting Arms and Ammunition Manufacturers’ Institute Fearnestly 
petitions the committee to reject H. R. 5550, the bill authorizing United States 
participation in the Organization for Trade Cooperation (OTC). The institute 


reques 
on thi: 

The 
autho! 
this le 
of the 
to met 
submi' 
over W 

The 
tion iJ 
but w] 
such : 
disqui 
abroat 
rest ol 
The r 
amenc 
future 
for ap 

Sub 
concel 
produ 
still m 
will st 
of an 
tainec 
vast a 
achie\ 

The 
impor 


Hon. 


My 
tory § 
to the 
5550, 

Th 
comp 
These 
reseal 
guide 

We 
direct 
polici 

leter 
ment; 

We 


from 


could 
we fi 
optin 

Wi 
act ti 





ORGANIZATION FOR TRADE COOPERATION 1279 


requests Set this letter be made a part of the record of the committee hearings 
on this bill. 

The institute looks with some concern upon the delegation by Congress of 
authority undefined in scope or limit to an international body, as is proposed in 
this legislation. Our industry believes that it is the responsbility of the Congress 
of the United States to provide the protection necessary to enable this industry 
to meet its obligations to our Nation in time of peace and in time of war. We 
submit that the Congress should not delegate this responsibility to an organization 
over which it has no control, the United States having but one vote. 

The institute views with apprehension and trepidation United States participa- 
tion in broad international arrangements primarily related to economic affairs, 
but which may have considerable significance in terms of military potential. Each 
such agreement successively facilitates the next. The thought is particularly 
disquieting when one realizes that even the governments of the friendly nations 
abroad seem dedicated to the imposition of their own economic systems on the 
rest of the world and that the friends of today are often less friendly tomorrow. 
The risks involved in this proposal are greatly magnified by reason of the self- 
amending procedures of the OTC and the GATT. As this bill is now presented, 
future amendments to either OTC or GATT need never be submitted to Congress 
for approval, however important may be their effects upon the United States. 

Substantial tariff cuts already made are such that this industry is very much 
concerned. Dangerous duty levels have already been reached for our industry’s 
products. Yet, we see in the GATT under its article XXIX, commitment for 
still more reductions, and without any limits. We greatly fear that such a policy 
will stagnate our industry in peacetime with consequent disastrous results in case 
of a national emergency. Without the small hard core of skilled craftsmen main- 
tained in peace time by the industry, supported by its commercial business, the 
vast = sudden expansion required in times of national emergency could not be 
achieved. 

The reasons given above although not all inclusive appear to us sufficiently 
important to compel rejection of H. R. 5550. 

Cordially yours, 
RicHARD F,. WEBSTER, 
Secretary. 


ScrEnTiIFIC APPARATUS MAKERS ASSOCIATION, 
Chicago, Ill., March 6, 1956. 
Hon. JERE Cooper, 
Chairman of the Committee on Ways and Means, 
House Office Building, Washington 25, D. C. 


My Dear REPRESENTATIVE Cooper: On behalf of the members of the labora- 
tory apparatus and optical sections of our association, I am writing you in regard 
to the proposed legislation for the Organization for Trade Cooperation, bill H. R. 
5550, now under consideration by your committee. 

lhe membership of these 2 sections of our associatign is composed of 217 
companies with plants and organizations in almost all areas of the country. 
These companies make the scientific instruments and apparatus used in the 
research laboratories and industrial operations which produce atomic energy, 
guided missiles, and all the scientific weapons essential to national defense. 

We are, therefore, deeply interested in any proposal for legislation which would 
lireetly or indirectly affect the establishment or operation of our foreign economic 
policies. In the case of our industry, they are of the greatest importance in 
letermining whether or not it will be in an adequate position to meet the require- 
ments of scientific warfare should the need arise. 

We look with concern, therefore, on the proposal which would separate Congress 
from its constitutional authority over the regulation of our foreign commerce, 
particularly when this authority would be delegated to an international agency of 
3) nations in which the United States would have only one vote. 

While advocates of this legislation have testified that fears that other nations 
could combine to act to the disadvantage of the United States are ‘‘groundless,”’ 
ve feel that the history of international relations does not justify such an 
ptimistie assumption. 

We respectfully urge, therefore, that you and your fellow committee members 
act to keep control over the regulations of our foreign commerce in Congress. 

Sincerely yours, 
KENNETH ANDERSEN, 
Executive Vice President. 
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L. A. Satomon & Bro., 
New York, N. Y., March 12, 19656. 
Hon. JERE Cooper, 


Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


Dear Str: It has come to our attention that you are now holding public hear. 
ings on H. R. 5550 and we would ask you kindly to include the comments below 
in the record of these hearings. 

At the outset we would like to state that we are strongly in favor of passage of 
H. R. 5550. We shall not bore you here with all of the excellent but usual reasons 
why this bill should be passed, including our fervent belief in the slogan “trade, not 
aid.” Also, surely the members of your Committee are familiar with the balance 
of international trade and the need for substantial imports to pay for the increased 
export American manufacturers are seeking everywhere. 

We would like to give you just one instance of the importance of additional 
2-way international trade. At the present time one American manufacturer has a 
virtual monopoly in the field of activated clay, an important product used in the 
refining of mineral, vegetable, and animal oils, and many other items of great 
importance in our country. The importation of such material from abroad is 
practically precluded by the high tariff. Certainly, this situation should be 
studied by such a group as the Organization for Trade Cooperation. I would not 
like to contemplate the danger to our defense if, for some reason, such as a strike 
or other contingency, the present principal producer in the United States were 
unable to ship this material. 

I venture to say that there must be many hundreds of such cases. Only by 
continuing study by such a group as OTC, as well as an enlightened policy gener- 
ally regarding tariffs and trade by our Congress, can assure us of a healthy develop- 
ment with regard to such a potentially dangerous situation. 

We trust your committee will report favorably on H. R. 5550. 

Sincerely yours, 


Henry G. Satomon, 


Long Island City, N. Y., February 29, 1956. 
Hon. Jere Cooper, 


Chairman, Committee on Ways and Meane, 
House of Representatives, Washington, D. C.: 


We wish to put ourselves on record as suporting H. R. 5550; we feel that imports 
at reasonable prices are vital to the economy of the United States, imports 
contribute to the welfare and support of a sizable segment of the American people. 
They provide wholesome competition and help reduce inflation. They contribute 
to the prosperity of our foreign allies, which in turn fights communism and les- 
sens the amount of foreign aid the American taxpayer has to pay. Protectionists 
tend to forget that we are not self-sufficient and that if we refuse to buy what 


other countries want to sell they may decide not to sell us material vital to our 
defense and economy. ‘. 


GALLARD ScHLEsSING CHEMICAL MANUFACTURING CorpP. 


Marca 6, 1956. 

GENTLEMEN: Asa private citizen and as vice president of Smith Kline & French 
Laboratories, Philadelphia, I would like to urge you to give favorable considera- 
tion to H. R. 5550. My company, Smith Kline & French Laboratories, is 4 
manufacturer of ethical pharmaceutical products. My particular responsibili- 
ties in the company are in exports and overseas activities. In this capacity, 
I am president of Smith Kline & French International Co. 

I believe that H. R. 5550 is a modest and sensible bill which will provide the 
machinery for continuous negotiation for the lowering and fair regulation of tariff 
and trade restrictions throughout the major trading nations of the world. All 
of you are more familiar than I with the testimony already given in favor of 
H. R. 5550. I am in full agreement with the facts as pointed out by Secretary 
Weeks and President Eisenhower in their various statements in favor of this 
legislation. . 

From our own business experience in the postwar years, we have a feeling 4s 
an international trading company that the gradual loosening of foreign trade 
restrictions has been beneficial to us. It is difficult to cite specific examples with 
great assurance that they are solely the result of negotiations under GATT, 
but I believe that two examples are worth giving. 
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Up until 1950, we found it very difficult to ship to the United Kingdom basic 
chemicals manufactured by us in Philadelphia. In the last 4 years, however, 
we have received several] import licenses to ship pharmaceutical compounds to 
Great Britain in substantial quantities. This has been very beneficial to us 
and has enabled us to introduce new products in Great Britain which our com- 
pany was already selling in the United States. If the British import position had 
not relaxed, it is doubtful that such products could have been introduced in Great 
Britain; and, if so, their introduction would have been considerably delayed. 

We have a business in Belgium. Immediately after World War II, we were 
forced to supply the Belgium market from London, since imports into Belgium 
from the United States were not permitted. We accepted this position as a 
necessary evil until in 1953 we made another inquiry into the Belgium govern- 
mental position and then discovered that, due to relaxations in import restric- 
tions, we were again able to ship the American products to that country. The 
ability to supply the products in question from the United States, rather than 
from Great Britain, to Belgium has proved very beneficial to us. It is our as- 
sumption that this relaxation on import control was the direct result of State 
Department action taken under the Trade Agreements Act as carried out in the 
proceedings of GATT. 

Again I repeat that it is our hope that H. R. 5550 will have your favorable 
consideration. 


F. M. Rivinvs. 


CHERRY GROWERS AND INDUSTRIES FOUNDATION, 
Yakima, Wash., March 14, 1956. 
Re: H. R. 5550. 
Hon. JERE Cooper, 
Chairman, House Committee on Ways and Means, 
New House Office Building, Washington, D. C. 


Dear CONGRESSMAN Cooper: The Cherry Growers and Industries Founda- 
tion, a national trade association of more than 18,000 cherry growers, processors 
and handlers in the United States, desires to express in this manner its earnest 
opposition to H. R. 5550, the bill to authorize United States membership in the 
Organization for Trade Cooperation (OTC), now pending before your committee. 

Inasmuch as OTC would be an adjunct of the General Agreement on Tariffs 
and Trade (GATT), approval of United States membership in OTC would consti- 
tute congressional approval of GATT itself, with its far reaching purposes and 
complex and ramified rules. This, of course, Congress has heretofore carefully 
avoided doing, despite periodic efforts by the State Department to lead the 
Congress into such approyal. 

If the Congress were to enact H. R. 5550, it would thereby accept the GATT 
principle of international control and regulation of United States foreign trade 
and commerce. It would acquiesce in the GATT premise that any congressional 
action on domestic affairs which any foreign government considered to affect 
world trade would be subject to formal inquiry, review and judgment by foreign 
governments acting through the international body, in which the United States, 
through the executive department and not the Congress, would be represented 
at most by only one vote. We should think that such a situation would be in- 
tolerable to the Congress, and to the American people. 

One of the basic stated objectives of GATT is the ‘‘substantial reduction” 
of tariffs. The United States already has very substantially reduced its general 
tariff level, to a far greater extent than have other nations participating in GATT. 
It is apparent that other nations now hope that the United States, through 
pressure to be provided by OTC, may be forced into even further tariff reductions, 
while the other nations continue to avoid any really compensatory reduction 
of their own tariffs or relaxation of their present import restrictions. It would 
seem that if other nations of the world sincerely desire to remove restrictions 
on world trade, they can propose and accomplish such without enmeshing the 
United States in a supranational organization such as the proposed OTC. 

GATT is also pledged to elimination of import quotas. Its general rule 
against such quotas, however, is subject to exceptions under which many countries 
continue to restrict or prevent imports from the United States through quotas, 
import licenses or other measures. 

The cherry industry of the United States is dependent upon reasonable pro- 
tection against imports of brined cherries and finished glace or maraschino cherries. 
Approximately 42 percent of the 1954 United States crop of sweet cherries, and 
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more than 20 percent of the total 1954 crops of both sweet and sour cherries, 
were brined for manufacture of maraschino or glace cherries. The Americap 
cherry industry is thus very much in competition with the foreign brined and 
finished cherries in our own domestic markets. Any further lowering of the 
tariff on such imported cherries could have very serious consequences for the 
American industry. 

In fact, the disparity between the United States and other cherry-producing 
countries, in wages and other costs in the production of cherries, is so wide that, 
it may ultimately be necessary for the industry to ask Congress for import quotas 
in order to permit the American industry to compete fairly in its own domestic 
markets with the foreign products. The cherry industry is not and has never 
been under any type of Federal marketing agreement program or other program 
which would qualify it for executive-imposed import quotas under section 22 
of the Agricultural Adjustment Act. The GATT rule which grudgingly recog- 
nizes United States import quotas imposed under section 22, therefore is of no 
benefit to the cherry industry. 

The cherry industry is particularly sensitive to the issues raised by H. R. 5550 
because, like many other domestic industries made up predominantly of small 
business units, it depends upon the Congress for proper recognition and evalua- 
tion of its needs from the Federal Government. The typical American cherry 
grower is an individual operator of a small family-size farm. The processing and 
distribution of his products are accomplished by relatively small business organiza- 
tions, including growers’ cooperatives. These growers and industry members, 
located throughout the country, rely upon their local Congressmen, whom they 
know and who understand their situation and their problems. 

The giant steel and automobile industries and other huge industrial complexes, 
with their international ramifications and worldly sophistication, may feel com- 
placent about proposed abnegation by Congress of its constitutional responsi- 
bilities in the field of customs duties and foreign commerce, and be content to 
rely upon their influence with the executive agencies of governments both foreign 
and domestic. Industries such as the cherry industry, however, must rely upon 
Congress for an understanding of their problems and the maintenance of their 
domestic competitive position against foreign imports. 

Specifically, the cherry industry must be in position to inform the Congress of 
any imports protection which may be necessary to maintain the industry. The 
industry thus views with deep concern the proposal that the Congress now place 
itself in a position where it could not grant such relief. While we understand that 
United States membership in OTC technically would not preclude further con- 
gressional action in the field of tariffs and foreign commerce, and that the United 
States through certain procedure could withdraw from OTC, we have no illusions 
as to the practical effect of OTC membership upon future congressional action in 
this field. The severe penalties assessable under GATT and through OTC against 
a nation which increases its tariff rates or which imposes import quotas contrary to 
the GATT rules, would subject Congress to an almost irresistible pressure against 
such action, no matter how meritorious the local industry’s case for such pro- 
tection might be. 

The danger is intensified by the power of amendment of GATT by two-thirds 
vote of its parties. Such amendments could readily put GATT in even greater 
conflict with United States constitutional principles and domestic policies than 
it is at present. 

We respectfully request that this statement be added to the official record of the 
hearing by the Ways and Means Committee on H. R. 5550. 

Very truly yours, 
J. WatteR Hesert, President. 


STATEMENT OF OTrE M. REED, WASHINGTON REPRESENTATIVE OF THE JOINT 
CoMMITTEE OF THE NATIONAL CREAMERIES ASSOCIATION AND THE AMERICAN 
Burrer InstiruTe, BerorE THE Hous—E Ways AND MEraNns ComMmMITTEE, 
Marcu 13, 1956 


GENTLEMEN: I appreciate this opportunity to file a statement in opposition to 
H. R. 5550. 

As I understand the matter, H. R. 5550 would authorize the President to accept 
membership for the United States in the Organization for Trade Cooperation. 

It is our belief that if Congress authorizes the President to accept such member- 
ship the Congress will in effect approve the General Agreement on Tariffs and 
Trade. 
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We have in the past on several occasions opposed the General Agreement on 
Tariffs and Trade before Committees of the Congress, and we do not think that 
such — should be approved in effect by the Congress through the passage 
of H. R. 5550. 

We have long maintained that the tariff making powers should be returned to 
the Congress. It is our view that the Congress has to a very great degree dele~ 
gated this power to the executive branch of the Government through its continued 
renewal of the Reciprocal Trade Agreements Act. 

The Congress has never reviewed the General Agreement on Tariffs and Trade, 
and it is our opinion that the Congress should carefully review this agreement 
before —* any course of action that would recognize GATT, either directly 
or indirectly. 

The General Agreement on Tariffs and Trade contains many provisions. 
Among them are provisions which have been used to attack the imposition of 
import quotas on dairy products under section 22 of the Agricultural Adjustment 
Act, as amended. Import quotas for dairy products are a necessity if the price 
support program is to be maintained. 

We think it quite clear that if H. R. 5550 is passed and becomes law it will ga 
even further to place the tariffmaking and import regulation authority in the 
hands of the executive branch rather than in the hands of the Congress where it 
belongs. 

In view of the foregoing and in particular the possibilities that import quota 
controls on dairy products could easily be nullified by the operation of GATT, 
since it is our belief that GATT would be strengthened through the passage of 
H. R. 5550, we recommend that this bill be rejected. 

Respectfully submitted. 

Otre M. REEp, 
Washington Representative. 


MILueRs’ NationaL FEDERATION, 
Washington, D. C., February 23, 1956. 
Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, 
Washington, D. C. 


Dear Mr. CxHatrMan: I am informed that your Committee will hold public 
hearings on H. R. 5550 authorizing United States membership in the Organization 
for Trade Cooperation, on Thursday, March 1, 1956. 

The wheat flour milling industry of the United States is actively engaged, 
through the facilities of the Millers’ National Federation, in the promotion of 
United States export trade in general, and particularly in promoting export 
trade in United States wheat flour and other wheat products. In our opinion, 
the reciprocal trade agreement program is making a substantial contribution to 
that end, and we believe it would be appropriate for the United States to be a 
member of the Organization for Trade Cooperation. 

In behalf of our industry, I wish to indicate our support for the bill you have 
introduced, H. R. 5550, and to recommend favorable action by your Committee. 

I will appreciate it if this letter may be made a part of the printed record of 
the hearings in lieu of a personal appearance. 

Yours very truly, 
HERMAN Fak er, Vice President. 


STATEMENT OF Epwarp B. Waricurt, Jr., PRESIDENT, NATIONAL ASSOCIATION 
oF GREENHOUSE VEGETABLE GROWERS ON H. R. 5550, BerorE THE COMMITTEE 
on Ways AND MEANS OF THE HovusE OF REPRESENTATIVES, Marcu 14, 1956 


Mr. Chairman and members of the committee, my name is Edward B. Wright 
Jr. I live in Toledo, Ohio, and am the president of the National Association of 
Greenhouse Vegetable Growers. I am speaking as a representative of that 
association. All greenhouse vegetable growers in this country are vitally inter- 
ested in H. R. 5550. 

There are greenhouse plants in nearly every State of the Union, but great 
concentrations are in and around the cities of Cleveland, Toledo, and Cincinnati, 
Vhio; Indianapolis, Indiana; and Grand Rapids, Mich. 
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The industry in all its operations employs about 50,000 people. Many other 
thousands are indirectly employed in such allied fields as the coal, fertilizer, 
shipping container, and transportation industries, all furnishing raw materials 
and service necessary to produce greenhouse vegetables. 

Estimating that there are three and one-half persons in each family in the 
country, 175,000 people are directly concerned with our industry. Indirectly 
many thousands others are also affected. 

It is estimated that the greenhouses producing vegetables in this country have 
a value of $500 million today. The industry produces $100 million worth of 
fresh vegetables per year. he industry produces annually well in excess of 
150 million pounds of tomatoes, 60 million pounds of fresh cucumbers, and 50 
million pounds of leaf and Bibb lettuce. 

The industry’s largest item of expense is labor. In the average nhouse 
operation labor constitutes 50 to 60 percent total operational cost. oal is the 
next largest item of expense. The industry consumes approximately 3 million 
tons of coal annually. Shipping containers, fertilizers, and miscellaneous sup- 
plies follow in that order. 

The National Association of Greenhouse Vegetable Growers opposes the passage 
of H. R. 5550. It is our opinion that this bill will further damage our industry 
by the additional imports of fresh tomatoes and cucumbers from Cuba and 
Mexico. Our industry has already been vitally hurt by the imports mentioned. 
Prior to 1934, when the Reciprocal Trade Agreements Act went into effect, there 
was a flourishing and substantial greenhouse industry in New England. As a 
matter of fact, the greenhouse vegetable industry originated in New England. 
This business has been virtually destroyed by the unlimited imports of fresh 
cucumbers and tomatoes due to excessive reductions in tariffs and low cost of 
production in Cuba and Mexico while ever increasing costs affect the American 
producer. 

Since 1934, many greenhouses in other sections of the country have been forced 
out of business by the aforesaid foreign competition. Many plants have been 
abandoned in Illinois, Kansas, Oklahoma, Ohio, Florida, and New England. 
Some of these plants were abandoned during the depression years, and conse- 
quently their employees were put on relief if no other employment was later found. 

Since 1934 there has been practically no new construction of greenhouses in 
this eee even though the population and potential market has vastly in- 
creased. 

Our labor is often a generation to generation affair. In some instances, the 
third generation of a family may be found in the same plant. In addition, a 
high percent of the people we employ are elderly. Thus, it would be extremely 
difficult for them to find employment elsewhere. But if the present tariff trend 
is continued, if tariff policies are not adjusted so as to give us needed relief, 
many of these employees will be without jobs due to further destruction of the 
industry. 

It is definitely felt that H. R. 5550 has further possibilities of reducing tariffs 
and would be further harmful to our industry. 

Imported fresh cucumbers and tomatoes from Cuba and Mexico can be sold 
cheaply, primarily because of the low cost of labor in these countries. A Mexican 
is paid $1 a day, or less, whereas similar American labor received $8 to $10 for 
the same work. It is impossible for domestic greenhouse growers, and southern 
growers, to compete with these low labor scales and have their employees enjoy 
the present American way of life. Necessity has made the mechanization of 
every operation essential, but there is a limit of efficiency even for new machinery. 

According to the United States Department of Agriculture, during the 1951-52 
season there were 170 million pounds of tomatoes imported from Mexico, and 
17 million pounds imported from Cuba. This was a drought year in Mexico. 

In recent years as high as 250 million pounds have been imported in 1 year 
from that country. 

Before 1934, Cuba was exporting about 3 million pounds of cucumbers to the 
United States annually. The present rate of Cuban cucumber exports to the 
United States is approximately 27 million pounds, or an increase of 900 percent. 
These imports are particularly vicious in times of glut in the United States. 
There have been many cases of shipments of tomatoes and cucumbers continuing 
to a into this country when the market was completely demoralized. 

sack of transportation during the war materially limited the imports of cu- 
cumbers and tomatoes from Cuba and Mexico. During that period our industry 
enjoyed reasonable prosperity. As has been shown, since the war imports have 
increased as much as 900 percent. 
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The argument that Cuba needs American dollars to purchase American supplies 
isa fallacy. Cuba has more American dollars than it knows what to do with, and 
the American dollar is actually at a discount. H. R. 5550 definitely sets up the 
possibility of additional softening of tariffs and would be a step farther in destroy- 
ing American industry and labor affected by excessive imports. 

Unless import duties are greatly increased, or reasonable quotas put into effect 
against relentless importation, the greenhouse vegetable industry of the United 
States will be gradually forced out of existence. 

H. R. 5550 is another one of several periodical appearances of legislative 
maneuvering to destroy the scientific fixing of tariffs by means of principles not 
approved by the Congress but by groups whose principles are not the interests 
of the American producer. 

Originally the machinery to administer GATT was contained in an International 
Trade Organization. Substituting for the free-enterprise system which made 
this Nation what it is today, was the idea of a planned economy and political 
control of production, fiscal policies, and trade. ITO was a failure and subse- 
quently was abandoned. 

So, now we have a new attempt in the form of OTC which would fully formalize 
GATT which has never been submitted formally to the Congress. 

It is our desire that tariff rates be determined by American interests with the 
final approval and sanction by the United States Congress. It is our belief that 
H. R. 5550 is just another means to circumvent present tariff policies, which in 
the whole have served us well during the past. 


AMERICAN NATIONAL CATTLEMEN’s ASSOCIATION, 
Denver 18, Colo., March 7, 1956. 


Hon. JERE Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Cooper: In lieu of a personal appearance I wish to request that this 
letter be made a part of the printed record of the hearings on H. R. 5550, the bill 
proposing United States membership in the Organization for Trade Cooperation. 

The American National Cattlemen’s Association is opposed to H. R. 5550. 
Our opposition springs from our unwillingness to see Congress surrender or greatly 
weaken its authority over tariffs and trade. This we think would be the inevitable 
result of the approval of H. R. 5550 by Congress. 

We object strenuously to passing control over questions so vital to our industry 
to an international organization such as the OTC, GATT, or any similar assem- 
blage of nations in which we have only one vote. 

Congress in any case cannot properly shift its responsibility in this manner 
without a constitutional amendment; and we do not believe that many Congress- 
men will be inclined to support the idea. 


If we cannot look to Congress to help solve our problems, we have nowhere else 
left to go. Kindly record us therefore as opposed to the enactment of H. R. 5550. 
We urge you to report unfavorably on the bill. 

Very truly yours, 


Raprorp Hatuu, Executive Secretary. 


STATEMENT OF INSULATION BoarRD INsTITUTE TO COMMITTEE ON WAYS AND 
Means on H. R. 5550 


This statement regarding H. R. 5550 is filed on behalf of the Insulation Board 
Institute, a trade association of domestic insulation board manufacturers. 

Insulation board is used principally in building as an insulating medium against 
temperature changes. It is made of wood, cane, or other vegetable fibers into 
sheets ranging from one-fourth to 1 inch in thickness, which are cut into con- 
venient building sizes. Boards seven-sixteenths inch and over in thickness are 
used in construction as structural sheathing, roof insulation, plaster base lath, 
building board, and are also used in the manufacture of acoustical tile, interior 
tile and plank, and insulating siding. Thinner board has a variety of uses ranging 
from shingle backer and building board to pipe gasket. 

H. R. 5550 is a disarmingly simple bill with vast and far-reaching ramifications. 
It would add a new section to the Tariff Act of 1930 that would authorize member- 
ship of the United States in the Organization for Trade Cooperation (OTC), a 
new international agency set up by the contracting parties to the General Agree- 
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ment on Tariffs and Trade (GATT). Its simple two-page text incorporates by 
reference a lengthy OTC charter, which in turn incorporates by direct reference 
and also by necessary implication the much longer text of GATT, which in turn 
has become engrafted in its 9-year life with a large number of decisions, inter- 
pretations, reports, and the like, of the contracting parties, all of which are a 
part of OTC. 

The significance of H. R. 5550, of the United States becoming a member in OTC, 
can only be appreciated by an understanding of both GATT and OTC, for the 
latter exists only to administer and carry out the former. 

GATT is a broad international trade agreement growing out of the defunct 
Havana Charter of 1946 for an International Trade Organization (ITO), a dis- 
carded postwar attempt at global economic planning which failed to receive 
approval from Congress in 1946. Subscribed to provisionally by 35 nations 
ranging from the United States to such nations as Luxembourg, Japan, and 
Czechoslovakia, GATT attempts to reconcile the conflicting trade policies of all, 
be they democracies or dictatorships, or have or have-not nations. It does this 
by setting forth many broad sweeping ideals regarding foreign trade, tariffs and 
other economic policies and practices to which the contracting parties subscribe, 
each of which, however, is followed by a vast and complex array of exceptions and 
qualifications permitting the contracting parties to continue to do just about 
what they are now doing. In addition, it contains schedules of tariff rate con- 
cessions or ‘‘bindings’’ which have been agreed upon in multilateral negotiations. 

GATT is thus far more than a collection of negotiated tariff-rate concessions. 


Its purposes and objectives, in exactly the same words as those of the old ITO, are 
those of 


1. Raising standards of living; 

2. Insuring full employment and a large and steadily growing volume of real 
income and effective demand; 

3. Developing the full use of the resources of the world and expanding the 
production and exchange of goods; and 

4. Promoting the progressive development of the economies of all the contract- 
ing parties. 

In its broad stated ideals it is committed to— 

1. Endless tariff rate reductions; 

2. Attempting to outlaw other methods of regulating trade; 

3. Attempting to outlaw discrimination in trade; and 

4. Attempting to outlaw governmental aid and other measures which, directly 
or indirectly, reduce imports or domestic exports. 

Its administration to date has been informal, carried out in large part at periodic 
meetings of the contracting parties. 

GATT has never been approved by Congress and is not now directly up for 
approval. In fact, Congress in various tariff measures in recent years has care- 
fully and expressly avoided either approving or disapproving GATT. This 
country’s provisional participation in GATT springs solely from the State De- 
partment’s contention that the Executive was empowered so to do by the Recip- 
rocal Trade Agreements Act of 1934, as amended, which authorizes the negotiation 
of trade agreements. 

By its charter, OTC is made a permanent, self-amending body, designed to 
police and carry out GATT. In it, each member would have one vote. No 
member would have a veto. Its organization would consist of an Assembly 
composed of contracting parties to GATT, of an Executive Committee of 17 
members continuously exercising powers and performing duties assigned to it by 
the Assembly, and a Secretariat headed by a Director General that would act as 
a chief administrator. 

We oppose H. R. 5550 and urge-its defeat for the following reasons: 

1. Approval of H. R. 5550 would commit this country to membership in a 
world group regulating not only international trade but the domestic policies of 
its members as well insofar as they affect foreign trade. In joining OTC we would 
be committing at least a sizable portion of our sovereign control over our foreign 
trade to an international agency. This is particularly troublesome in that OTC 
is far more than a statistical agency or debating forum for the voluntary considera- 
tion of trade problems and tariff-rate concessions. ¥ 

It constitutes in effect an international organization relating to trade that is 
organized along the lines of, but in which we would have a much smaller voice 
than we do in, the United Nations. Our participation in the U. N. was predicated 
upon our having a veto power and being a permanent member of the Security 
Council. Our participation in other international organizations like the Inter- 
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national Monetary Fund (IMF) and the International Bank for Reconstruction 
and Development (IBRD) was contingent upon our having a weighted vote 
currently of 27 percent and 20 percent, respectively. Yet in OTC we, the strongest 
nation economically, would have one vote the same as the Dominican Republic or 
Cuba, for example, with no veto power, or alternatives in case of disagreement but 
to resign and face the concerted, organized opposition and retaliation of 34 other 
nations, 

That our single vote in OTC would be of no more significance than that of 
Communist-minded Czechoslovakia or India or that of tiny Luxembourg is, we 
believe, of decisive importance when it is considered that under its charter, and 
under GATT, OTC would have broad powers ranging from the collection and 
dissemination of trade information, to determining the validity of claims of con- 
tracting parties, to hearing and deciding complaints that benefits accruing di- 
rectly or indirectly under GATT are being nullified orjimpaired, to granting waivers 
from obligations imposed by GATT, to hearing and determining charges of any 
contracting party that another such party is impeding the attainment of any of the 
sweeping objectives of GATT—to mention but a few, powers that are quasi 
legislative and judicial in nature. It would seem axiomatic that we retain 
control of our own destiny in foreign trade rather than place it in the hands of the 
collective judgment of 34 other countries. 

This is particularly true when a country in a strong financial position with a 
sound currency like the United States has everything to lose and little to gain by 
joining such a group that can make it subservient to the group’s wishes. 

2. Approval of H. R. 5550 would necessarily constitute tacit, indirect approval 
of GATT and its broad controversial provisions. 

OTC and GATT are inextricably part of one package; the objectives of OTC 
are those of GATT; OTC exists only to carry out and police GATT. If this were 
not so manifestly clear, witnesses advocating H. R. 5550 would have readily 
agreed (which they have not) that H. R. 5550 could be amended by the customary 
provision that by approving H. R. 5550, Congress was neither approving nor dis- 
approving GATT. 

Joining OTC would unquestionably constitute approval of all of the contro- 
versial substantive provisions in GATT, in addition to the schedules of tariff-rate 
concessions. One can hardly join the church and deny its articles of religion. 
That is to say, approval of H. R. 5550 would commit this country irrevocably to 
ever-reduced tariffs, to furthering continuously foreign trade at the expense of 
domestic interests, to exporting our employment in return for the increased im- 
portation of foreign employment, to disregarding blindly the great disparity in 
wage rates here and abroad, to accepting the enticing fallacy that under free- 
trade conditions every country will improve economically by producing and 
exporting those goods it is best fitted to make, all in pursuit of the misty goals of 
global social and economic betterment expressed in GATT. We should take a 
realistic, skeptical view of just how we would fare in OTC at the hands of so many 
hungry have-not contracting parties. 

We need have no anxiety over not joining. OTC is neither a military alliance 
against communism nor a group of “freedom loving’’ nations. Czechoslovakia 
is a member. Russia has expressed its interest in joining, and one single vote 
could not prevent her from doing so. Moreover, if as the State Department 
contends the Executive is already empowered by the Trade Agreements Act to 
participate in GATT, it is most unusual that any approval is now being sought 
regarding the administration of GATT. If we have provisionally accepted GATT 
and have thus opened our markets by trade concessions to 34 other foreign 
nations, it is inconceivable that our refusing to join the ‘“‘administrative’? OTC 
will cause the other 34 nations to ignore our “substantive’’ concessions by kicking 
us out of GATT. Viewed realistically, if this country does not become a party 
to OTC, OTC may be still born, but our foreign trade and GATT will go on as 
usual, 

H. R. 5550 is thus inconsistent with the Randall Commission’s recommenda- 
tions on two counts: It does not, as recommended, submit GATT for congressional 
approval, but only its administrative arm; and GATT has not been made non- 
compulsory, as recommended, and confined to sponsoring multilateral trade 
negotiations, to recommending broad trade policies for individual consideration 
by each country, and to providing a forum for consultation regarding trade dis- 
putes, 

Although varyingly described as ‘‘the most comprehensive international agree- 
ment ever negotiated for the reduction of barriers to and hence for the expansion 
of world trade’ by the State Department, on the one hand, and as “‘a global 
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exhibition of intellectual legerdemain,”’ ‘‘a catalog of theoretical principles, pious 
hopes, and fond expectations,” and “a hodgepodge of exceptions and caveats 
preserving and perhaps binding present preferences, restrictions, and discrimina- 
tions’’ on the other, GATT should be directly and not obliquely considered by 
Congress, that alone has power to lay and collect import duties and to regulate 
commerce with foreign nations. 

4. Approval of H. R. 5550, and‘its resultant approval of GATT, would commit 
us to change a great many of our laws that are {now inconsistent with GATT. 
Such remedies as the escape clause, dumping and countervailing-duty remedies, 
the ODM Presidential remedy against imports in such quantities as to impair 
our national security, import restrictions on agricultural products, are all in 
conflict in whole or in part with GATT. Our tariff laws relative to valuation for 
ad valorem purposes, judicial review of customs matters, and marking of imported 
items, our export-control laws, our excise-tax laws that discriminate ‘against im- 
ports, and the Buy-American Act, are all violative in whole or in part of GATT 
principles. Even our antitrust prosecution of foreign cartels might violate GATT 
interpretations. 

5. Approval of H. R. 5550 would directly violate our Constitution by delegating 
or resigning the legislative powers to lay taxes and import duties, and to regulate 
commerce with foreign nations, powers that are vested exclusively in Congress, to 
a supernational organization. 6TC_GATT are neither like the U. N., where we 
have a veto power and where it is expressly provided that the U. N. shall not inter- 
vene in matters essentially within the jurisdiction of any state or require members 
to submit such matters for settlement before it, nor noncompulsory and voluntary 
in character like certain other international agencies. 

Constitutional delegation of legislative power to an administrative agency or 
official of this Government is limited to the delegation of administrative functions 
to be exercised within limits so clearly spelled out as to make the congressional 
will effective. Certainly no lesser standards are needed in a delegation to a foreign 
group. Under H. R. 5550, and in OTC and GATT there are no definite standards 
or constitutional objectives for the guidance of the delegate—no channelizing limits 
that insure that it will carry out congressional will. Rather, OTC and GATT 
are left free to exercise the unfettered discretion of a majority of 34 other nations. 
The GATT objectives of ‘‘developing the full uses of the resources of the world,” 
“raising standards of living,” “insuring full employment,’’ and “promoting the 
development of the economies of all the contracting parties,’’ while laudable and 
desirable, do not insure a constitutional delegation of power. Rather, they dem- 
onstrate that approval of H. R. 5550 would commit the regulation of our foreign 
trade to a world agency, with unlimited discretion. 

6. Finally, approval of H. R. 5550 would impose one additional barrier to relief 
for a domestic industry beset by greatly increased imports at distress prices— 
would make easier the confiscation of a domestic industry as an instrument of our 
foreign policy. The growing ineffectiveness of the escape clause and dumping 
remedies are chiefly due to the nebulous contention of violating GATT Our 
joining OTC and GATT, not provisionally, but unconditionally, will destroy the 
effectiveness of these remedies. 

Respectfully submitted, 


Cuartes M. Gray, Manager. 


Wasuineton 6, D. C., March 14, 1956. 
Mr. Leo IRwrn, 


Clerk, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 


Deak Mr. Irwin: The attached paper, which I prepared for the Harvard Law 
Review, deals with the proposal now being considered by the Ways and Means 
Committee for American adherence to the Organization for Trade Cooperation. 

The paper reviews the existing and the amended texts of GATT and of the new 
OTC agreement in considerable detail and points out what I consider to be the 
good and bad features of each of them. I conclude by strongly urging American 
adherence to the Organization for Trade Cooperation. 

It may be useful in the committee’s consideration of the pending legislation if 
the paper were reproduced in the printed record of the hearings now in progress. 

Sincerely yours, 


GEORGE BRONZ. 
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[REPRINTED FROM HARVARD LAW REVIEW, VOLUME 69, NUMBER 3, JANUARY 1956] 
An INTERNATIONAL TRADE ORGANIZATION: THE SEcoND ATTEmMPr* 
By George Bronzt 


The General Agreement on Tariffs and Trade, formulated by twenty-three 
countries in 1947, and now boasting adherence by thirty-five countries including 
the leading trading countries of the world, is the first world-wide general commer- 
cial agreement in history. It was originally designed to serve as a temporary 
expedient until the ratification of the draft Charter for an International Trade 
Organization, prepared at the Havana Conference of 1947-48. After seven years 
of experience in GATT’s operations, delegates of the participating countries met 
in a lengthy session at Geneva in 1954-55 and agreed upon a major revision of its 
terms, with a view to its acceptance as a permanent agreement, and prepared a 
new separate instrument for the creation of an international Organization for 
Trade Gounaiition: to serve as the administering agency for GATT.! 

When the ITO charter failed of ratification,2 GATT remained as the positive 
achievement, in the field of trade, of the ambitious postwar vision of world 
cooperation in the political, economic, social, and cultural spheres which spawned 
the United Nations and its various subsidiary and affiliated specialized agencies. 
GATT is only a truncated version of what was to have been the ITO, but it 
includes the heart of the abandoned charter; the 1955 revision of GATT adds a 
few of the ITO provisions omitted from the original text.’ 

The formulation of GATT was a remarkable achievement, when considered in 
the light of the preceding decades of failure in repeated efforts to find some 
international meeting ground on trade.4 The durability of GATT has been 
equally remarkable, in the face of a cool to lukewarm legislative reaction through- 
out the world. Congress has repeatedly disclaimed any endorsement of GATT, 
but has at the same time repeatedly re-enacted the enabling legislation which 


*For a discussion of the first, unsuccessful attempt, see Bronz, The International Trade Organization 
Charter, 62 Harv. L. Rev. 1089 (1949). 

tMember, District of Columbia and New York Bars. Member of United States Delegation to various 
international conferences on ITO and GATT. Special Assistant to the General Counsel of the Treasury 
(International Finance and Trade) 1943-54. B.8., College of the City of New York, 1929; LL. B., Columbia, 
1932. 

1 GATT documentation is officially published by the Secretariat under the title General Agreement on 
Tariffs and Trade: Basic Instruments and Selected Documents, which comprises, to date, two volumes 
(the first of which was revised in 1955) and three supplements. These will be cited hereinafter as GATT: 
Basic Instruments. Volume I (1952) contains the present text of GATT, at pages 13-76. Volume I (rev. 
ed. 1955) contains the text as it would be revised by the 1955 amendments (hereinafter cited Rev. GATT) 
at pages 7-74, and the A ment on the Organization for Trade Cooperation (hereinafter cited OTC Agree- 
ment) ot pees 75-82. The committee reports submitting the various portions of the new texts are given in 
GATT: Basie Instruments 170-242 (3d Supp. 1955). A convenient print of the old and new texts of GATT 
in parallel columns has been — by the State Department under the title General Agreement on Tariffs 
and Trade: Present Rules and Proposed Revisions (1955). GATT documents are generally indexed under 
“Contracting Parties to General Agreement on Tariffs and Trade.” 

The conclusions reached at Geneva in 1955 were, for procedural reasons, incorporated into three protocols 
of amendments to GATT, and a separate Agreement on the Organization for Trade Cooperation. The 
first protocol comprises amendments to certain articles which may only be amended by unanimous consent; 
therefore this a cannot come into force until accepted by all GATT countries. The second protocol 
consists of substantive amendments which can be made effective among those countries which accept 
them when two thirds have agreed. The third protocol amends the procedural provisions to make OTC 
the administering agency of GATT; these amendments also await a two-thirds vote, but would not, even 
with such approval, become effective until the OTC a ment comes into force. The new OTC agree- 
ment comprises a fourth instrument which, at least in the United States, is being submitted for legislative 
approval. See note 7 infra. The protocols and the OTC agreement were assembled in a mimeographed 
volume, which does not seem to have been listed for public distribution through usual United Nations 
publication channels. As of December 1, 1955, the United States, the Federation of Rhodesia, and Nyasa- 
land, Greece, New Zealand, and the United Kingdom had accepted all three protocols, while Chile, Ger- 
many, and the Netherlands had signed ad referendum. Canada had accepted two of the protocols, but 
had not yet acted on the protocol of organizational amendments. The OTC agreement had only been 
accepted by Greece, while the United States, Chile, the Federation of Rhodesia and Nyasaland, Germany, 
the Netherlands, and Turkey had signed ad referendum. 

2 It was accorded only a “second-class funeral.”” See Diebold, The End of the ITO 2 (1952) (one of the 
Princeton Essays in International Finance). The Washington and London statements announcing aban- 
donment of the charter are set forth in Hexner, The General Agreement on Tariffs and Trade and the 
Monetary Fund, in 1 International Monetary Fund Staff Papers, 432, 462-63 & nn. 40, 41 (1951). 

_} The author reviewed the charter when it was formulated. Bronz, The International Trade Organiza- 
tion Charter, 62 Harv. L. Rev. 1089 (1949). More detailed analysis of the charter is given in Wilcox, a 
Charter for World Trade (1949) (Professor Wilcox played a major part in negotiating the charter for the 
United States), and in Brown, The United States and the Restoration of World Trade (1950). On the 
portions of the ITO charter included in and excluded from GATT, see pp. 444-45 infra. 

‘ See Bronz, supra note 3, at 1090-91. 
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has permitted continued adherence to it on the part of the United States.’ In 
other countries, GATT is humored at times like an unattractive nephew who 
must be treated kindly to maintain Uncle Sam’s good humor toward international 
trade and prevent a reversion to irascible high protectionism. Canada has been 
singular in its consistent support of GATT. A distinguished Canadian career 
diplomat, L. Dana Wilgress, has served as Chairman of GATT for most of its 
life, and has played a major role in maintaining its vigor despite the chilly recep- 
tion it has had in many places. 

The new agreements reached a year ago will reopen international trade issues 
in legislatures throughout the world. The new OTC was submitted to the 
Congress at the last session, and was held over for early and thorough considera- 
tion this year.?’ This paper will examine the new OTC agreement as well as the 
changes in GATT drafted at the 1954-55 session, and assay them against the 


trade policy objectives sought in the efforts at international agreement in this 
field. 


The major premise of GATT is that governmental impediments to competitive 
international trade are undesirable. Its substantive provisions are, in the main, 
undertakings by subscribing governments to abjure, or to limit, resort to particular 
forms of restrictions on their import or export trade. Much of the language of 
GATT is adapted from the bilateral trade agreements made by the United States 
under the Trade Agreements Act of 1934.8 

For the most part, the Communist countries have not participated in GATT. 
Poland was represented at Havana, but refused to sign the “Final Act.”’ The 
coup d’etat which transformed Czechoslovakia into a Communist country oc- 
curred during the Havana Conference, after GATT was formulated, but Czecho- 
slovakia signed the Final Act of Havana, nevertheless, and has retained its mem- 
bership in GATT.® Last summer, a U.S. S. R. delegate to the regular session 
of the United Nations Economic and Social Council raised the question of reviving 
the ITO charter, despite a thorough denunciation of the document made by the 
U.S. S. R. in 1948." 

There are sentences and phrases tucked away in GATT, here and there, which 
represent nods in the direction of the ‘planned economy” philosophy." More of 
this language can be found in the ITO charter.“ But the adherents of planning 


8 The basic legislation providing the authority for GATT participation is the Trade Agreements Act’ 
passed in 1934 for a trial three-year period, 48 Stat. 943 (1934), as amended, 19 U. S. C. §§ 1351-54, 1360-64 
1366 (1952), as amended, 19 U.S. C. §§ 1352 (a), 1364 (a) (Supp. II, 1955), as amended, Pub. L. No. 86, 84th 
Cong., Ist sess. (June 21, 1955), and sepeatetty oxsenees for periods of one, two, and three years, see, e.g., Trade 
Agreements Extension Act of 1955, Pub. L. No. 86, 84th Cong., 1 sess. § 2 ee 21,1955). The Trade Agree- 
ments Extension Act of 1951 provided: ‘‘The enactment of this Act shall not be construed to determine or 
indicate the approval or disapproval by the Congress of the Executive Agreement known as the General 
Agreement on Tariffs and Trade.’’ 65 Stat. 75 (1951), 19 U. S. C. § 1366 (1952). Similar provisions were 
included in the 1953 and 1954 extension acts, see 67 Stat. 472 (1953), 68 Stat. 360 (1954), 19 U. S. C. A. § 1366 
(Supp. 1954), and in the 1955 extension act, Pub. L. No. 86, 84th Cong., Ist sess. § 3 (d) (June 21, 1955). 

6 Some countries treat these agreements as matters for the executive alone; others as matters for legislative 
action. The United States has accepted the GATT amendments by executive action, but put the OTC 
agreement before the Congress. See pp. 476-78 infra for the political background of this decision. 

7 Message of the President, 101 Cong. Rec. 3760 (daily ed. April 14, 1955). By a press release dated July 
15, 1955, the White House made public an exchange of correspondence between the President and the Chair- 
man ofthe House Ways and Means Committee in which they agreed on deferring consideration of the OTC 
until ‘‘very early in the next session.” 

8 48 Stat. 943 (1934), as amended, 19 U. S. C. §§ 1351-54, 1360-64, 1366 (1952), as amended, 19 U. S. C. §§ 
1352 (a), 1364 (a) (Supp. II, 1955), as amended, Pub. L. No. 86, 84th Cong., Ist sess. (Jume 21, 1955). 

® However, following the passage of the Trade Agreements Extension Act of 1951, which required the, 
withdrawal from Soviet-bloc countries of all concessions from the 1930 act tariff rates, 65 Stat. 73 (1951), 
19 U.S, C. § 1362 (1952), the United States sought and was granted a general waiver of all GATT obligations 
between Czechoslovakia and the United States. 2 GATT: Basic Instruments 36 (1952). 

10 “Mr. Kumykin (Union of Seviet Socialist Republics) said that * * * he endorsed what the Secretary- 
General had said about the need to find a universal approach to the solution of the problems of developing 
international economic relations. In his delegation’s view, such an approach—taking into account the 
interests of all nations regardless of their stage of economic era and social and economic systems— 
might be found within the framework of the United Nations; and it was accordingly submitting a proposal 
that the Council should appeal to its members to ratify the Havana Charter for an international trade or- 
ganization, which the Soviet Union was poopared to join.” 

U. N. Economic and Social Council Off. Rec., 10th year, 90th sess., 875th meeting 74, 76-77 (1955). 

“Mr. Arutiunian (Union of Soviet Socialist Republics) said * * * The Havana Charter was based on the 
American proposals, the aim of which was to secure the economic expansion of the United States on world 
markets and to subordinate the trade and economy of other States to its control. ** * Thus the Havana 
Charter maintained discrimination against under-developed countries. *** A survey of the mainr esults 
of the Trade and Employment Conference showed that it was one of the most unsuccessful of all post-war 
conferences. ** * The Charter * ** attempted to maintain economic inequality by restricting the rights of 
under-developed countries. * * * He repeated that the Trade and Employment Conference at Havana had 
disrupted rather than improved the existing world-trade situation. * * * The attitude of his delegation regard- 
ing the Trade and Employment Conference was therefore a negative one * * * .”’ 

Id., 3d year, 7th sess., 195th meeting 322, 327, 328, 330, 335, 336 (1948). 

ul E.g., Rev. GATT art. I, para. 1; id. art XII, paras.3 (d), 5; id. art. X VIII, para. 2; id. art. XX, para. 1(j). 

13 E.g., ITO Charter arts. 2, 6, 57, as well as the provisions paralleling the Rev. GATT provisions cited 
note 11 supra. 
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have, in general, been content with exceptions and qualifications, leaving the 
general propositions of GATT to the competitive trade philosophy. 

The comments which follow on particular changes in the language of GATT 
will evaluate them in terms of their effectiveness in minimizing national govern- 
mental barriers to competitive world trade. 


I. COMPARISON WITH THE ITO CHARTER 


GATT consists primarily of the ‘Commercial Policy” provisions of the ITO 
charter,“ with minor formal adaptations. The administrative provisions of the 
ITO charter are largely absent from GATT; this is the deficiency the OTC 
agreement is designed to correct. The ITO chapters on “Employment and 
Economie Activity” and on “Restrictive Business Practices’’ * have no counter- 
part in either the present or the revised GATT. The same is true for the ITO 
articles dealing with international investment.'® The ITO chapter on “Inter- 
Governmental Commodity Agreements’ is also omitted from the present 
GATT, but an inconspicuous amendment in the GATT revision dealing with this 
subject will be discussed below.'* In general, the revised GATT, like the old, 
deals with commercial policy in the traditional sense, but avoids expansion into 
related fields. None of these instruments covers transportation or communi- 
cation.” 


II. TARIFF RATES 


GATT has been known to the general public in this country primarily as an 
instrument for the reduction of tariffs. Its general plan for rate negotiations was 
worked out to fit into the framework of the Trade Agreements Act.2° This 
statutory authority, designed and originally used for bilateral agreements, was 
found flexible enough to permit the United States to participate with twenty-two 
other countries in holding a general tariff-negotiating conference at which a matrix 
of bilateral negotiations resulted in the initial tariff schedules appended to GATT. 
These schedules became generally effective early in 1948. By later negotiations, 
at Annecy in 1949, at Torquay in 1950-51, and at Geneva in 1955, additional 
tariff concessions were negotiated, mainly with new participants in GATT, 
although some, particularly at Torquay, represented further reductions by original 
participants.”! 

The general structure of tariff schedules is preserved in the revised GATT 
without significant change. A new provision permits these rates to remain 
in effect indefinitely, subject to withdrawal at three-year intervals, and at other 
times if notice is given at the three-year intervals, or with the consent of the OTC. 
Heretofore, the countries have had to agree to a rebinding of rates periodically 
(the initial period was three years). The three-year period was selected in def- 


8 {TO Charter arts. 16-45. 

4 Thereby making it easier to defend the agreement as one which the President could make under his 
power to “enter into foreign trade agreements.’ 48 Stat. 943 (1934), as amended, 19 U. S. C. § 1351 (a) (1) 
(1952), omission corrected, 19 U. S. C. § 1351 (a) (1) (Supp. IT, 1955), as amended, Pub. L. No. 86, 84th Cong., 
Ist sess. § 3 (a) (June 21, 1955). Cf. p. 476 infra. 

‘8s [TO Charter arts. 2-7, 46-54. See Bronz, supra note 3, at 1116-21; Wilcox, op. cit. supra note 3, at 103-13, 
131-39. The Economic and Social Council of the United Nations has had under consideration a draft 
agreement for the control of international restrictive business practices. U. N. Economic and Social 
Council Off. Rec., 16th sess., Supp. No. 11 (Doc. No. E/2380) (1953). See Timberg, Restrictive Business 
Practices, 2 Am. J. Comp. L. 445 (1953). Official United States support for this draft agreement was re- 
cently withdrawn. 

16 1TO Charter arts. 8-15. The tendency has been to refer questions in this field to the International 
Bank for Reconstruction and Development, which is now forming an affiliate, the International Finance 
Corporation, in which the United States will participate pursuant to Pub. L. No. 350, 84th Cong., 1st sess. 
§ 2 (Aug. 11, 1955). The 1955 GATT session adopted a very general resolution on international investment. 
GATT: Basie Instruments 49 (3d Supp. 1955). 

‘7 [TO Charter arts. 55-70. 

18 See pp. 466-67 infra. 

” Other international agreements deal with telecommunications and with air commerce. There is no 
general international arrangement on shipping. River and rail transportation arrangements are usually 
made bilaterally or regionally. 

» 48 Stat. 943 (1934), as amended, 19 U. S. C. §§ 1351-54, 1360-64, 1366 (1952), as amended, 19 U. S. C. 
§§ 1352 (a), 1364 (a) (Supp. II, 1955), as amended, Pub. L. No. 86, 84th Cong., Ist sess. (June 21, 1955). 

21 The tariff schedules appended to GATT were published by the Secretariat in 1952 as Consolidated 
Schedules of Tariff Concessions (5 vols.). Changes in United States tariff rates are made by presidential 


proclamation putting trade agreements into effect, and are republished in Treasury Decisions Under Cus- 
toms and Other Laws. 





1292 ORGANIZATION FOR TRADE COOPERATION 


erence to the three-year period of limitation fixed in the Trade Agreements Act.” 

The existing GATT is silent as to any obligation on the part of the participants 
to make additional tariff reductions in the future. In terms, it seems to contem- 
plate a single round of tariff reductions, without any sequel. However, the 
instrument was originally drafted as a temporary agreement, to be merged into 
the ITO charter upon ratification of the latter. The charter provided in article 
17 that: 

Each Member shall, upon the request of any other Member * * * enter 
into and carry out with such diner Means 7% negotiations directed to 
the substantial reduction of the general levels of tariffs * * * ona reciprocal 
and mutually advantageous basis.” 

The negotiations resulting in the GATT tariff schedules were to ‘‘be deemed to be 
negotiations pursuant to this Article.” Article 17 did not make clear whether 
members were obligated to negotiate repeatedly, or whether a single negotiation 
with each of the other members was all that was requisite. 

A new article XXIX of GATT was drafted at the 1954~55 session to take the 
place of ITO article 17. While considerably shorter than article 17, the new 
article manages to include its substance, and, at the same time, to introduce 
two new thoughts which promise further progress in tariff reduction. Tariff 
negotiations may be sponsored by the new organization ‘‘ from time to time,” 
thus making it clear that repeated reductions of duty are foreseen. Further, 
negotiations may be carried out not only ‘“‘on a selective product by product 
basis,’’ as in the past, but also “by the application of such multilateral procedures 
as may be accepted by the contracting parties concerned.”’ This language was 
doubtless designed to open the possibility of tariff reduction by across-the board 
percentage changes, a procedure which has been elaborately discussed in GATT 
meetings for a number of years upon the urging particularly of the French dele- 
gation. 


Ill. TARIFF PREFERENCES 


It has been our traditional tariff policy to extend equal treatment to imports 
from all foreign countries. Even when we made tariff reductions by bilateral 
agreement, we applied the reduced rates to all suppliers, in accordance with the 
Trade Agreements Act. Preferences are accorded to Cuba and the ee 


but these rates are being brought into line with the general schedules.2* Under 
recent legislation, discriminatory rates are being levied on imports from the 
Communist countries,?”? but this departure is a reflection of political rather than 
economic policy. 

Discrimination in tariff rates is, however, practiced more widely elsewhere in 
the world. The prime example is the system of Imperial Preference, devised by 
the British countries at the Ottawa Conference of 1932, obviously in retaliation 
for the astronomical tariff rates set in the Smoot-Hawley Tariff Act of 1930." 
The mutual tariff preferences there given by the British countries to each other 
meant that American agricultural products, for example, were put at a disad- 
vantage in competing with Australian saa Canadian produce in the United 
Kingdom market, while American manufactured products faced similarly discrimi- 


% Rev. GATT art. XXVIII. The Trade Agreements Act provides: ‘Every foreign trade agreement 
concluded pursuant to this part shall be subject to termination, upon due notice to the foreign government 
concerned, at the end of not more than three years from the date on which the agreement comes into force, 
and, if not then terminated, shall be subject to termination thereafter u = not more than six months’ 
notice.” 48 Stat. 944 (1934), 19 U. S. C, § 1352 (b) (1952). The new GA rovision remains consistent 
with the statute, because signatories 0 of GATT are free to aoe hen the agreement entirely on six 
months’ notice. Rev. GATT art XI. To date, GATT has been made effective only through a Pro- 


— “ Provisional Application, oan which signatories may withdraw on sixty days’ notice. See note 
140 infra. 


33 ITO Charter art. 17, par. 1. 

4% See 2 GATT: Basic Instruments » (1952); id. at 67 (1st Supp. 1953); id. at 67 (2d Supp. — 

25 48 Stat. 943 (1934), as amended, 1 C.§ 1351 (a) (2) (1952), omission corrected, 19 U.S. C. § 1351 ( 
(2) (Supp. IT, 1955), as amended, Pub. t Ne 86, 84th Cong., 1st sess. §3 (a) (June 21, 1955). The section is 
subject to the proviso that— 

“the President shall, as soon as practicable, suspend the application to articles the growth, produce, or 
manufacture of any country because of its discriminatory treatment of American commerce or because of 
other acts (including the operations of international cartels) or policies which in his opinion tend to defeat 
e eer of this section. [sic]’’ 

The words “‘shall, as soon as practicable’ were substituted for ‘“‘may” by the 1955 extension act. 
This proviso, in effect since 1934 with minor changes, has never been invok 

2% 48 Stat. 944 (1934), as amended, 19 U. S. C. § 1351 (b) (1952), ome, “Pub. L. No. 86, 84th Cong., 
Ist sess. § 2 (June 21, 1955) (Cuba); 60 Stat. 143 (1946), 22 U. S. C. §§ 1341-48 (1952), as amended, Pub. L. 
No. 196, 84th Cong., Ist sess. (Aug. 1, 1955) (Philippines). GATT recognizes these preferences. Rev. 
GATT art. II, paras. 2 (b), (0), id. annex am 

27 65 Stat. 73 (1951), 19 U. 8. C. § 1362 (195: 

28 46 Stat. 708 (1930), as amended, 19 U. 8. %. §§ 1001-654 (1952). 
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natory tariff rates upon seeking to enter the markets of the less industrialized 
dominions. 

Imperial Preference engendered as much heat on this side of the Atlantic as 
high protectionism did on the other. During World War II, our lend-lease and 
related agreements were almost entirely directed to the immediate problem of 
mutual war assistance. On only one point did we seek and secure undertakings 
extraneous to the immediate problem of military cooperation: we insisted on a 
general commitment against postwar discriminatory treatment in trade.” 
Imperial Preference rankled long and deeply. 

The very fruitful exonomic discussions with the United Kingdom in 1945 
yielded an agreement on this most difficult subject. Both sides committed 
themselves to the twin objectives of reducing tariffs and eliminating preferences. 
Since we insisted, having in mind the provisions of the Trade Agreements Act, 
that tariff reductions could be made only by reciprocal agreement, the British 
insisted that their preferences would only be surrendered in product-by-product 
bargaining.® 

The agreement on the reduction of tariffs and the elimination of preferences as 
the objectives of tariff bargaining was carried into successive drafts of the docu- 
ments which became the GATT and the ITO charter. The ITO charter included 
article 17, entitled “‘Reduction of Tariffs and Elimination of Preferences.’”’ The 
Final Act of Geneva, the document by which the participating delegates published 
GATT and opened it to signature, described the meeting just then concluded as 
“negotiations * * * directed to the substantial reduction of tariffs * * * and to 
the elimination of preferences. * * *’*! But GATT itself, curiously, used only 
the less pointed phrasing, “the substantial reduction of tariffs and * * * the 
elimination of discriminatory treatment.” ® 

The meeting of 1954-55 was convened to review and revise GATT. GATT has 
no explicit provision for the elimination of preferences. As a counterpart for the 
old article 17 of the ITO charter, a new GATT article X XIX was included to 
establish an obligation to make further tariff reductions, but it avoided all mention 
of preferences. The original GATT objective of “the elimination of discriminatory 
treatment” was moved from the preamble to article I, and there retained. But 
the explicit obligation to negotiate for the elimination of preferences has dis- 
appeared. 

GATT incorporates the specific rule that margins of preference may not be 
increased over the spreads which prevailed in 1947. This provision is retained 
unchanged in the 1955 revision.* But the rule is being whittled away. In 1953 
Britain sought and secured a limited waiver of the rule against increase in the 
margin of preference to cover items from preferred sources traditionally duty 
free, and on which no tariff had been negotiated under GATT.* In 1955 this 
waiver was widened to cover products on which a tariff rate might be withdrawn 
from the GATT schedules, though once included therein.** Another 1955 waiver 
authorizes new preferences for the products of the United Kingdom’s “‘dependent 
overseas territories.” ** These waivers, while carefully qualified and hedged 
about with administrative safeguards, suggest that the pendulum may have 
swung. The obligation to move toward the “elimination” of preferences has 
faltered. GATT is condoning a few tentative steps toward the expansion of the 
preferential system. 

The British have never been happy about an obligation to eliminate preferences. 
A vociferous segment of the British public has kept Imperial Preference a major 
political issue in the United Kingdom. No British government has taken direct 
issue with this bloc. In the initial GATT tariff negotiations at Geneva in 1947, 
the major sticking point in United States negotiations with the Commonwealth 
countries was the extent of preference concessions. Since the United States was 
the extent of preference concessions. Since the United States was not ready to 
give all the tariff concessions the British countries sought, the latter claimed 


* See Brown & Opie, American Foreign Assistance 43-44 (1953). 

% See U. S. Dep’t of State, Proposals for Expansion of World Trade and Employment 12 (1945). The 
British announced their general agreement with these proposals. The discussions also resulted in the 
Anglo-American loan of $3,750 million, see 60 Stat. 535 (1946), 22 U. S. C. § 2862 (1952), in British acceptance 
of the Monetary Fund and International Bank agreements, and in a general settlement of lend-lease and 
other war accounts, 

| 1 GATT: Basic Instruments 11 (1952). 

® 1 id. at 13 (1952). 

8 GATT art. I, per 4; Rev. GATT art. II, par. 4. 

“GATT: Basic Instruments 20 (2d Supp. 1954). 

% Td. at 25 (3d Supp. 1955). 

%* Id. at 21. 
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justification in offering little in the way of preference reductions. Only with the 
greatest of difficulty was a compromise finally reached, which made substantial 
inroads into the preference system, but was a long way short of the elimination of 
preferences. 

At Torquay, in 1950, when a second round of tariff concessions was accom- 
plished between many pairs of original participants in GATT, negotiations with 
the British broke down on the preference issue, and no agreement could be 
reached between the United States and the United Kingdom on further tariff 
concessions. One striking reminder of the Torquay failure is the current dis- 
parity in whiskey duties. The United States tariff rate is now $1.25 per gallon 
on Canadian whiskey (we agreed with Canada on a second round of reductions 
at Torquay), but remains at $1.50 for Scotch whiskey.*’ 

vr tariff preferences, the 1955 revision of GATT seems to confirm a backward 
trend. 


IV. CUSTOMS PROCEDURES 


The charge has frequently been made that the intricacies of customs red tape 
serve as a trade barrier quite as effective as the tariff rates themselves. In the 
initial session of the Preparatory Commission, held in London in 1946, which 
produced the first text of the future GATT, no agreement at all could be reached 
on a set of articles dealing with customs procedures. A few months later a 
“drafting committee’”’ enlarged its own functions sufficiently to produce an agreed 
text. This formulation survived successive negotiating sessions, was accepted 
in the GATT and the ITO charter with little change, and has now been retained 
relatively intact in the GATT revision. 

What few changes were made a year ago tend, in general, to improve the text. 
In a few instances, general exhortation to future improvement has been replaced 
by language stating present obligations. The provisions designed to curb 
excessively burdensome ‘“‘marks of origin’? regulations have been strengthened.” 
The language dealing with exchange rates has been revised to take account of the 
Monetary Fund’s toleration of floating rates not tied to an official parity.*° One 
change which may not be altogether to the good is treated elsewhere in this paper.*! 
A separate Samples Convention was drafted by the GATT session of 1952 and 
has been submitted for separate ratifications by governments.” 

This group of articles has had useful results in a number of countries, and has 
provided the stimulus for an era of customs reform here which contines to be 
pressed forward by the present administration along much the same lines as 
those staked out by the previous one. 


V. QUANTITATIVE RESTRICTIONS 


While primary attention in this country has been given to the treatment of 
tariffs in international commercial agreements, quantitative restrictions have 
been a far more effective barrier to competitive trade in most of the world for 
the past 25 years. QR’s are applied in the form of announced quotas fixing the 
quantity (or value) of a particular commodity permitted importation or, more 
often, as a licensing system requiring approval for particular importations, with 
or without publicity as to the standards applied in granting or denying licenses.“ 


An absolute prohibition on the import of a particular commodity is also treated 
as a QR. 


To orthodox economists, QR’s are anathema. Tariffs burden the importer in 
competing with home suppliers, but do not destroy competition altogether; a 


3? In order to grant Canadian whiskey more favorable treatment, consistently with our nondiscriminatory 
tariff rate policy, see p. 447 supra, it was necessary in the Torquay agreement further to break down the 
category of “‘whiskey,’’ which had been carved out of the Tariff Act distilled spirits paragraph in a previous 
trade agreement, into ‘‘Whiskey: Irish, Irish type, Scotch, and Scotch type,” and “Whiskey: Other.” 
Only the latter subcategory benefited from the Torquay rate cut. 

38 Rev. GATT art. VIII, par. 1; cf. id. art. VII, par. 1. 

39 Id. art. LX, par. 2. a 

4 Id. art. ITI, par. 6 (a); art. VII, pars. 4 (a), (b). On the Fund’s practice see International Monetary 
Fund Ann. Rep. 44-45 (1951); id. at 100-14 (1955). 

41 See pp. 471-72 infra. 

’ 4 Sen. Exec. Q, 83d Cong., Ist sess. (1953); GATT: Basic Instruments 94 (1st Supp. 1953). 

4 The Customs Simplification Act of 1953, 67 Stat. 507 (codified in scattered sections of 19 U. S. C.), was 
based on a bill submitted during the Truman administration. See Hearings Before the House Committee 
on Ways and Means on H. R. 1535, 82d Cong., Ist sess. (1951). This was the first comprehensive overhaul 
of customs administrative legislation since the Customs Administrative Act of 1938. 52 Stat. 1077 (codified 
in scattered sections of 19 U.S. C.). It was followed quickly by the Customs Simplification Act of 1954, 
68 Stat. 1136 (codified in scattered sections of 18, 19 U.S. C.). A ‘Customs Simplification Act of 1955 
p= the House, as H. R. 6040, 84th Cong., Ist sess., see 101 Cong. Rec. 7662-81 (daily ed. June 22, 1955), 

ut has not been acted upon in the Senate. 


“4 See GATT, The Use of Quantitative Import Restrictions To Safeguard Balances of Payments (1951). 
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competitor with a handicap may still be very much a competitor. QR’s are a 
far more effective trade barrier, and therefore a far more significant obstacle to 
trade.6 GATT has always recognized this fact and has forbidden QR’s in 
sweeping language.** But exceptions to this prohibition have been applied so 
widely as to make these exceptions the central rules governing governmental 
control of international trade today. 


A. The agricultural QR exception 


From the beginning, GATT has permitted the use of QR’s in support of certain 
types of domestic agricultural price and marketing programs.’ Such programs 
typically are designed to raise the domestic market price of agricultural products, 
to help the economic position of the farmer. Domestic prices held above world 
prices by such programs, unless buttressed by effective trade barriers, would 
tend to attract imports, and the price supporters would soon find themselves 
supporting the world price, with a commensurately greater drain on the treasury. 

The text drafted in 1947 #8 was expected to be adequate to meet the then current 
United States program, as well as the programs of other countries. It required, 
as a condition to the use of import restrictions, that the country either restrict 
domestic production of the product in question or provide for surplus disposal 
through free or below-market-price sale to selected consumer groups. Moreover, 
the restrictions must bear proportionately on domestic production and on imports. 
The rationale of these rules was that unless domestic and imported supplies were 
similarly limited in their access to the domestic commercial market, the price- 
support program would stimulate the expansion of domestic production, and 
imports would eventually bear the whole burden. 

The Congress was not satisfied. In 1951, the Agricultural Adjustment Act 
was amended to provide that its provisions for additional duties or QR’s on 
imports competing with domestic farm products being supported are to be applied 
regardless of international commitments.” A few measures taken by the United 
States since 1951 pursuant to this amendment have been condemned by the 
contracting parties for going beyond GATT’s provisions.” The United States 
delegation to the 1954-55 session sought a way to reconcile the obligations stem- 
ming from GATT with the congressional mandate. The resolution of this 
dilemma was achieved without changing the 1947 GATT provisions, but did re- 
quire the invention of a new form of waiver. 

The United States was permitted by a waiver to employ agricultural restric- 
tions as now required by statute, subject to a long set of ‘‘Conditions and Pro- 
cedures” assuring notice to other countries, consideration of their representations, 
etc.1. The novel feature of the waiver, however, is a provision saving to other 
countries the right to use retaliatory trade measures, as though no waiver had 
been granted. Since retaliatory trade measures are, in any event, the only sanc- 
tion available under GATT,” the waiver would seem tohave achieved nothing 
but removal of the stigma of illegality while retaining the penalty. 

There is little likelihood that governments, least of all our own, will abandon 
agricultural prices to the play of competitive forces. Agricultural programs are 
changing constantly, but only a recently introduced wool program in the United 
States offers any real prospect of achieving agricultural policy objectives without 
rigid international trade controls. The GATT agricultural QR exception illus- 
trates the tendency of international agreements to be a formulation of the least 
common denominator of existing national policies, rather than an agreement by 
governments to change economic policies. 


B. The Balance-of-Payments Exception 


The “balance-of-payments” article, authorizing QR’s in times of financial 
stringency to restrict imports and thus consgrve foreign exchange reserves, af- 
fects a much wider area of trade than the agricultural exception. Few countries 
have felt their position one of financial ease during the postwar period, so the 
QR’s have persisted. Article XII permits resort to QR’s whenever its test of 
financial insecurity is met. While much can be said against the wisdom of any 


* See Bronz, supra note 3, at 1095-97. 

“GATT art. XI, par. 1. 

" See Wilcox, op. cit. supra note 3, at 85. 

* GATT art. XI, par. 2. 

* 65 Stat. 75 (1951), 7 U.S. C. § 624 (f) (1952). 

® Dairy products: 2 GATT: Basic Instruments 16 (1952): id. at 31, 32 (ist Supp. 1953); id. at 28 (2d Supp. 
1954); id. at 46 (3d Supp. 1955). Figs: id. at 28 (1st Supp. 1953); id. at 26 (2d Supp. 1954). 

5 Id. at 32 (3d Supp. 1955). 

2 GATT art. XXIII, par. 2. In the 1955 version, this provision is moved to OTC Agreement art. 14 (b). 

8 National Wool Act of 1954, 68 Stat. 910, 7 U. S. C. §§ 2, 1446, 1781-87 (Supp. II, 1955). 
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balance-of-payments QR escape clause, it is clear that some form of it will be with 
us in the years ahead. It is equally clear that the economic effects of QR’s are 
protectionist, whatever their motivation, and the motivation is often obscure or 
mixed. The task of curtailing the use of these QR’s in order to open areas of 
competition in trade is a problem of the administrative machinery for evaluating 
claims of financial necessity, so long as we accept the principle that such necessity 
— their employment. It is here that the 1955 revision has made significant 
changes. 

The basic standard defining the conditions permitting resort to QR’s on finan- 
cial grounds remains practically unchanged in the new text; only a rearrangement 
of the introductory clause distinguishes the new version from the old. The new 
text reads: 

(a) Import restrictions instituted, maintained or intensified by a contracting 
party under this Article shall not exceed those necessary: 
(i) To forestall the imminent threat of, or to stop, a serious decline in its 
monetary reserves, or 
(ii) in the case of a contracting party with very low monetary reserves, to 
achieve a reasonable rate of increase in its reserves. 
Due regard shall be paid in either case to any special factors which may be 
affecting the reserves of such contracting party or its need for reserves, includ- 
ing, where special external credits or other resources are available to it, the 
need to provide for the appropriate use of such credits or resources. 
(b) Contracting parties applying restrictions under subparagraph (a) of 
this paragraph shall progressively relax them as such conditions improve, 
maintaining them only to the extent that the conditions specified in that 
sub-paragraph still justify their application. They shall eliminate the 
restrictions when conditions would no longer justify their institution or 
maintenance under that subparagraph.® 
Some of the rather platitudinous language which surround this provision, both 
in the old and the new texts, has been rearranged, but there has been no important 
change of substance. As before, the new text nods in the direction both of those 
who deplore the use of QR’s and of those who are quick to justify them.® 

The administrative machinery takes the form of consultation (where a country 
can be advised gently that it is stretching the language of GATT) and of complaints 
(where a formal finding of violation can be made). The changes have mainly 
been in this area, rather than in the substantive provisions, and have mainly 
been in the direction of softening the impact of these procedures on a country 
using QR’s. Thus, under the existing version, a country is obligated to consult 
prior to the institution of new QR’s unless it is impracticable to do so.57 Under 
the new text the presumption is reversed, and the obligation is one to consult 
after instituting restrictions; there is an obligation to consult in advance only if it 
is practicable to do so. The difference is, of course, minute, but the change of 
emphasis is clear. It is obviously easier to dissuade a country from taking pro- 
jected measures before they are publicly announced than after. In fact, there have 
not been any advance consultations Svetskeut GATT’s history; no country has 
acknowledged that it was practicable to consult in advance. But analogous 
advance consultations have frequently been held in the Monetary Fund.” The 
new OTC agreement would make an equally efficient administrative machinery 
for GATT feasible.“ Why weaken the pressure on countries to consult in ad- 
vance on new or intensified QR’s at the very time when OTC is projected? 

Under the existing GATT, a general review of all QR’s in existence at the 
inception of the agreement was carried out in 1951, and consultations on new and 
intensified restrictions served to keep GATT current with changes in the direction 


4 See GATT, Use of Quantitative Restrictions for Protective and Other Commercial Purposes (1950). 

55 Rev. GATT art. XII, par. 2. A close analysis of this language appears in Hexner, supra note 2, at 436-40. 

% Compare Rev. GATT art. XII, par. 3(a), with id. art. XTI, par. 3 (d). 

5% GATT art. XII, par. 4(a). 

8 Rev. GATT art XII, par. 4(a). . 

5° As to par value changes under the International Monetary Fund, see U. N. Monetary and Financial 
Conference, Articles of Agreement art. IV, § 5(b) (1944) (hereinafter cited Fund) as to exchange restrictions, 
see id. art. VIII, § 2(a); as to changes in multiple currency practices, see id. art VIII, § 3, discussed note 127 
infra. When the discriminatory use of QR’s is involved, the tests dependent on Fund provisions, see note 
79 infra, will often require advance consultation with the Fund. 

® See p. 474 infra. ; 

61 GATT art. XII, par. 4(b); the review resulted in a report published as GATT, The Use of Quantitative 
Import Restrictions To Safeguard Balances of Payments (1951). 
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of greater restriction.* The new text provides for annual consultations on all 
restrictions, but leaves open the time when the first such review should be made.® 
On the other hand, a provision of the existing GATT permitting the contracting 
parties to institute consultation at any time with a country maintaining QR’s has 
been lost in the shuffle.“ Thus, the new Organization would not have power to 
call a country to task for QR’s which seem no longer justifiable, except upon the 
request of another country © or at the annual consultation (if and when such 
consultations are instituted). Here there has been a definite loss of a very useful 
administrative device which has proved in the past a convenient way of securing 
international review, while avoiding, in disputed cases, a determination in advance 
of whether there has been a “substantial intensification.” 

A third respect in which the administrative safeguards have been weakened is a 
change in the complaint procedure. Under the existing GATT, any country 
which considers that another country is maintaining QR’s unjustifiably can bring 
the matter up for discussion, and the country complained against is obligated to 
participate in the discussion.” The new provision requires, before the “defend- 
ant’’ country is called upon to discuss the complaint, a finding by the Organization 
that the complaining country has made out a prima facie case that the QR’s are 
unjustifiable and that its trade has been adversely affected.“ Thus, the com- 
plaining country would be put to the proof of the prima facie validity of its com- 
plaint while the defendant country could stand aloof. Surely one would suppose 
that so significant a change in the complainant’s burden of going forward and in 
the “‘defendant’s’’ responsibility to answer to an international organization would 
have been predicated upon a history of frequent resort to such a complaint pro- 
cedure. In fact, there have been only two or three formal complaints during 
GATT’s seven years, despite the fact that the use of QR’s has been the rule rather 
than the exception in almost every part of the world. 

The solicitude for the position of a country maintaining QR’s, the new emphasis 
on annual consultations (which, being unrelated in time to any particular change 
in a restrictive system, might tend to be treated as an historical exercise) rather 
than on consultation on the initiative of the Organization (which has critical 
overtones) ,*° and the procedural changes favoring the country using QR’s all 
suggest a complacency about QR’s which bodes ill for any hope of early abandon- 
ment of this most restrictive device. 


On the other hand, the same 1954-55 session of GATT which produced these 
amendments issued a ‘‘decision’’ anticipating the problems which would follow 
a general abjuration of financial QR’s, suggesting the expectation of an early 
wide abandonment. This decision provides a special grace period of up to five 
years for the maintenance of QR’s as a protective measure for an industry which 
cannot meet competition without the shelter it has enjoyed from financial QR’s, 
subject to various conditions and reports.” The particular waivers can be granted 


® The published reports on these consultations have been scanty. A consultation with South Africa in 
1949 is unreported. A consultation with the United Kingdom and six other sterling countries, as well as 
with Chile, took place in 1950, but no formal report has been issued. It is described, however, in a popular 
pamphlet, Interim Commission for the International Trade Organization, GATT in Action 15 (1952). 
The press release issued by GATT at the conclusion of this consultation is reproduced in Hexner, supra note 
2, at 442n.17. Since 1952, the consultations on the intensification of restrictions have tended to be handled 
as part of general annual reviews of discrimination. See, e.g.,GATT, Third Report on the Discriminatory 
Application of Import Restrictions 10-11 (1952). 

® Rev. GATT art. XII, par.4(b). An official annotation to the new text provides that “it is agreed”’ that 
the date shall be within ninety days after this amended provision becomes effective, but ‘‘should the 
Organization find that conditions were not suitable . . . at the time envisaged,’’ the initial review might 
be deferred. The outside limit shall be thirty days after GATT countries representing 50% of the foreign 
trade of all the GATT countries accept convertibility under the Fund articles. Rev. GATT annex H, note 
ad art. XII, par. 4 (b). 

« GATT art. XII, par.4(b). Article X XII of the existing GATT provides for bilateral consultations on 
any matters within the scope of the agreement. The 1955 revision added a new paragraph 2 which provides: 
“The Organization may, at the request of a contracting party, consult with any contracting party or parties 
in respect of any matter for which it has not been possible to find a satisfactory solution through consultation 
under paragraph 1.’’ Rev. GATT art. XXII, par. 2. While this addition was made for quite another 
purpose, see GATT: Basic Instruments 244 (3d a 1955), the procedure might be used as a substitute 
for the —s provision of article XII, paragraph 4 (b). However, the new procedure would be less satis- 
maeety than the existing procedure, because bilateral consultation would be a prerequisite to organization 
action. 

6 Rev. GATT art. XII, par. 4 (d). 

® The 1950 consultations with the United Kingdom and seven other countries, see note 62 supra, for 
example, were held under this provision. 

" GATT art. XII, par. 4 (d). 

® Rev. GATT art. XII, par. 4 (d). 

_ & The new provisions of article XII, paragraph 4 (c), state specifically that such consultations may result 
in advice to modify restrictions when the inconsistency with the substantive standard is moderate, or in 
authorization of retaliatory measures where the violation is serious, 

” GATT: Basic Instruments 38 (3d Supp. 1955). 
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by majority vote, in lieu of the usual two-thirds vote required for a waiver,” but, 
as in the case of the agricultural waiver granted the United States,” retaliation 
by an injured country is permitted. This is a second example of the new technique 
which emerged from the 1954-55 meeting: legalize in name, but retain the penalties. 


C. Discriminatory Use of Quantitative Restrictions 


The breach in the competitive system made by QR’s, however severe, tends 
to be self-limiting so long as the restrictions are applied in a nondiscriminatory 
fashion. Such QR’s either operate to assure the domestic market to home 
producers, or to cut down consumption of the given product. Few countries 
can supply any major part of their usual import requirements domestically, and 
consumption limitations are unpopular. Nondiscriminatory QR’s are of no 
help in earning foreign exchange; at best they can only achieve economy in 
global foreign expenditure. 

The discriminatory use of QR’s offers a much wider field for maneuver. If 
country A is not only free to exclude a given commodity, or to limit the quantity 
imported, but also to admit the commodity from supplying country X while 
excluding it from country Y, it is in a position to bargain with countries X and Y. 
And this bargaining can readily take the form of asking for a preferred position 
for A’s exports in the markets of X or Y. In fact, discriminatory QR’s are the 
key to the whole gamut of trade bilateralism.” 

General awareness of these implications of discriminatory QR’s has made article 
XIV the most controversial article in GATT.“ Article XIII prescribes a general 
rule of nondiscrimination, which effectively governs the agricultural QR’s, dis- 
cussed above. But for financial QR’s, article XIII has little significance, because 
article XIV has created so wide an exception. Article XIII was not changed by 
the 1955 revision; article XIV was changed drastically. 

Both the old and new versions of article XIV attempt to define the conditions for, 
and the area of, permissible discrimination. There are substantial differences 
between the two. The new text, heralded as simpler and sterner,” is indeed 
simpler, but hardly meets the second claim. The changes all tend to weaken the 
rules against discrimination. 


The existing text of article XIV establishes an elaborate and abstruse set of 
rules applicable to discrimination by a country with an inconvertible currency. 


™ GATT art. X XV, par. 5 (a) provides for a waiver of any obligation, in exceptional circumstances, by 
a two-thirds vote (those voting affirmatively comprising more than half the GATT countries). This 
provision would be transposed and would become article 13 of the OTC agreement under the 1955 revision. 

72 See p. 453 supra. 

73 The simple quid pro quo arrangement described in the text can be generalized into a much wider system 
of discrimination. Thus, two countries might agree to admit all of each other’s products freely, while re- 
quiring licenses for imports from other sources. Further, a group of countries might agree on a similar 
multilateral arrangement. The “Sterling Area’ and the European ‘Trade Liberalization Program”’ are, 
essentially, such arrangements for reciprocal preferential treatment, resulting in discrimination against 
outsiders. While not providing for complete discrimination as to all products, they have established wide- 
spread preferential QR’s among the participants in the two groupings, and even between the two groupings, 
to the disadvantage of, e. g., United States suppliers who could undersell producers from within the favored 
circles in — competition. Such a preferential market tends to become “‘soft,”’ i. e., prices rise in compari- 
son with the prices of suppliers excluded by the discrimination. Suppliers within the area are happy to 
sell in easy markets, and are likely to divert their exports from harder markets, such as the United States. 
This development reduces the convertible currency (dollars) earned by the countries in the grouping and 
leads to more discrimination, to husband diminishing dollar earnings. Governments practicing discrimina- 
tion are well aware of the inflationary consequences of this vicious circle, and many of them have displayed 
fortitude in a series of significant moves in the past few years to break the grip of discrimination, at the same 
time that they have sought to strengthen their currencies by a return to orthodox monetary policy. Whether 
these developments will result in general currency convertibility and nondiscriminatory trade in the near 
future remains a big question. Conditions, but for what seems to be only a moderate and temporary set- 
back in Britain, have never been more favorable in the postwar period. On the persistence of bilateral 
trade agreements, see GATT, International Trade 1954, at 119-22 (1955). On European “trade liberaliza- 
tion,” see Brown, op. cit. supra note 3, at 328-33. 

™% Those who supportfthe inclusion of a liberal discrimination escape clause do not defend bilateralism in 
principle. They argue{that managing a country’s foreign exchange budget, in a world where so many cur- 
rencies are inconvertible, is like was to purchase’a family’s requirements with a little money and a lot of 
credit slips and due bills, particularly when the issuers of the latter reserve the right§to change the rules 
governing their acceptability from day today. See Furth, Short-Run Escape Clauses of the Havana Char- 
ter, 39 AM. Econ. REV. 252 (1949), for a discussion of some of the theoretical defenses of descrimination. The 
tendency to consider trade discrimination inevitable until currency convertibility has been achieved, and 
currency inconvertibility inevitable until prices are sufficiently competitive to lower trade barriers, has been 
the most discouraging feature of postwar economic policy. 

75 The rules of trade regarding the imposition of discriminatory import controls have been tightened and 
should assist in the efforts to remove and to prevent discriminatory restrictions against United States ex- 
ports.”” Message of the President, supra note 7, at 3761. 

7% For a summary of these rules, see Hexner, The General Agreement on Tariffs and Trade and the Mone- 
tary Fund, in I International Monetary Fund Staff Papers 432,t 45-48 (1951); Hexner, The International 
Trade Organization and the Monetary Fund, in I id. at 136, 154-61. 
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But once the country’s currency becomes convertible,” this license to discriminate 
is abruptly cut off." The revised article makes the same rule applicable before 
and after convertibility, and the rule is, substantively, midway between the present 
rules for the two periods.” However, a special provision tucked away near the 
end of the Protocol by which the GATT amendments would be made effective 
introduces @ very significant qualification: 

The modifications provided for . . . shall not become operative prior to the 
day on which the obligations of Sections 2, 3, and 4 of Article VIII of the Ar- 
ticles of Agreement of the International Monetary Fund have become appli- 
cable to the contracting parties}jwhich are members of the Fund, the combined 
foreign trade of which constitutes at least fifty percentum of the aggregate 
foreign trade of all contracting parties. 

Thus, the immediate tightening which the new text promises proves illusory, while 
its counterpart, the future loosening of the post-convertibility rules, looms very 
real. Particularly disturbing is the abandonment of the promise in the existing 
text that the achievement of convertibility will bring an end, once and for all, to 
the wide privilege of discrimination.®! 

One facet of the new version does introduce a measure of tightening. Under 
the present text, the general discrimination privilege depends upon the particular 
country’s convertible or inconvertible status. Under the Protocol, the new rule 
would come into play when the currencies of countries representing fifty percent 
of the trade of all GATT countries become convertible; thereafter, the new formu- 
lation would be applicable to the remaining countries as well. As a practical 


matter, the fifty percent test means that United Kingdom convertibility is requisite 
to bring the new rule into play. 


The rules themselves, both the old and the new, are framed in terms which 
require close familiarity with the Monetary Fund articles, and with the practice 
thereunder. For the purposes of this paper, it must suffice to say that both 
versions of article XIV provide the legal basis for a resolute attack on discrimina- 
tory QR’s and that the most effective forum for embarking on such a move is 
the Fund. Vigorous Fund action to withdraw its sanction of discriminatory 
payments restrictions would, even under the weakened GATT text, carry with 


™ Throughout the text, reference is made to a country’s currency becoming convertible as a shorthand 
expression for the package of legal obligations a country undertakes when it gives up any further resort to 
Fund art. XIV (transitional period), and thereby becomes fully subject to the obligations of Fund art. VIII, 
§§2-4. These obligations are, respectively, to impose no ‘‘restrictions on the making of payments and trans- 
fers for current international transactions,’’ to use no “discriminatory currency arrangements or multiple 
currency practices,’’ and to buy any of its currency held by another Fund member for gold or for currency of 
the other member when a current (as distinguished from a capital) transaction is involved, In each case, 
the Fund may authorize exceptions. 

7’ The escape is available ‘‘only so long as [the country] . . . is availing itself of the post-war transitional 
period arrangements under Article XIV of the Articles of Agreement of the International Monetary 
Fund... .” GATT art. XIV, para. I (f). 

“A contracting party which applies restrictions under Article XII or under Section B of Article X VII 
may, in the application of such restrictions, deviate from the provisions of Article XIII in a manner having 
equivalent effect to restrictions on payments and transfers for current international transactions which 
that contracting party may at that time apply under Article VIII or XIV of the Articles of Agreement of the 
International Monetary Fund... .” 

Rev. GATT art. XIV, par. I. This text is similar to the existing language of GATT art. XIV, par. I (b), 
with two significant exceptions: (1) the reference to article X VIII is new; this change is discussed p. 464 infra ; 
(2) the reference to article VIII of the Fund articles is also new; this means that discriminatory payment s 
restrictions authorized by the Fund for a country which has ended its transitional period would automaticaily 
create a privilege for parallel trade discrimination. 

© Protocol Amending the Preamble and Parts II and III of the General Agreement on Tariffs and Trade 
§8(c),in GATT, Final Act Adopted at the Ninth Session of the Contracting Parties 101 (1955). 

‘| Both the existing and revised texts contain a few additional minor exceptions permitting discrimination. 
The most significant isin GATT art. XIV, par. 2, and Rev. GATT art. XIV, par. 2, allowing a country 
using balance-of-payments QR’s, “temporarily [to] deviate from the provisions of art. XIII in respect 
ofa small part of its external trade where the benefits to the * * * contracting parties concerned substantially 
outweigh any injury which may result to the trade of other contracting parties,” with the prior approval of 
the OTC. See also GATT art. XV, par. 9 (b), and Rev. GATT art. XV, par. 9 (b), which may grow 
in significance when easier escapes are closed. 

® But a country still claiming the Fund transitional privileges would usually be free under that provision 
to discriminate in its exchange restrictions; Rev. GAT art. XIV, par. 1 would then allow parallel trade 
discrimination. See note 79 supra. 

*% The new text contains a revised table showing each GATT country’s percentage share of the total 
external trade of such countries. The five GATT countries which have given up the Fund transitional 
period are Canada, Cuba, the Dominican Republic, Haiti, and the United States. The external trade of 
these countries totals 27.9 percent, according to this table. The United Kingdom and Australia would 
bring this figure up to 50.7 percent. It is hard to conceive of any combination of countries, as a practical 
matter, which could raise the figure above 50 percent, without including the United Kingdom. If Belgium, 
France, Germany, and the Netherlands moved together, without the United Kingdom, the percentage 
requirement would be met, but while some of these countries could well move to convertibility today, it is 
unlikely that all will do so without the United Kingdom. 
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it a parallel GATT move against trade discrimination. The assignment of fu|j 
jurisdiction to the Fund over the whole field of trade restrictions justified on 
claim of financial necessity (whether the restrictions fall on trade payments or 
on trade movements) would permit a unified attack on the problem.® But Fund 
and GATT alike must inevitably reflect the policies of the governments which 
comprise them. When countries really determined to drive discrimination out 
of international economic relationships are ready to take the offensive, they wil 
have an adequate legal context in which to move. Until then, these genera] 
provisions will have little influence on policy, for neither the GATT nor Fund 
provisions are self-executing. 


VI. THE UNDERDEVELOPED COUNTRIES 


Article XVIII of the present GATT text makes elaborate provision to permit 
a country, “in the interest of its economic development or reconstruction,’ to 
be relieved of various obligations of the agreement. As revised in 1955, article 
XVIII is even more elaborate, and opens a wider door to escape from the basic 
obligations of GATT. In doing so, it introduces a new test of eligibility: that 
the country be one ‘which can only support low standards of living and is in 
the early stages of development.” ® However, one of the sections of this article 
is applicable to any country, ‘the economy of which is in the process of develop- 
ment,’’8? 

Resort to the existing article XVIII has, in fact, been had only by countries 
which plainly would meet the sterner test of the new text.** But the draftsmen 
of 1954-55 felt that a tighter standard of eligibility was needed with the liberasized 
new text. How large a segment of the GATT members can meet the new tests? 
Probably all of the eight Latin-American GATT countries qualify as poor and 
scarcely developed, as do India, Pakistan, Ceylon, Burma, Indonesia, and the 
Federation of Rhodesia and Nyasaland. But Australia and New Zealand do not 
meet the test of poverty, while Japan would be excluded by its industrialization. 
South Africa’s status would depend on the relative weight to be given the poverty 
of the native population and the prosperity of those of European origin. And 
what of Greece and Turkey? On the second test, whether the country’s economy 
is ‘‘in the process of development,” it is hard to see how any country could be 
excluded. Certainly the United States is developing as vigorously as any country 
in the world, with no sign of letup. 

While between 14 and 17 of the 35 present GATT countries might be treated as 
poor and economically immature, the significance of the test goes farther. Most 
of the countries not participating in GATT would probably also fall in this cate- 
gory. The liberalized article XVIII would therefore tend to serve as an induce- 
ment to wider adherence to GATT. 

What are the privileges offered to the low-income underdeveloped countries? 
Briefly they can be summarized as follows: 

1. Such a country may withdraw a tariff concession, and increase the rates, to 
permit protection of an infant industry, with tariff compensation to the country 
with which the concession was originally negotiated, in much the same way that 


8 Under both old and new texts, general convertibility, which the Fund could force on members, Fund 
art. XIV, § 4, coupled with a stringent Fund policy against exceptions under Fund art. VIII, §§ 2-4, would 
end the legal basis for significant discrimination under GATT, see notes 78 and 79 supra. Moreover, eve 
without going so far, the Fund could hold countries to a rigid construction of the GATT escape clauses, 
since the OTC would be obligated to consult with the Fund in all balance-of-payments cases, and to “‘accept 
the determination of the Fund * * * as to the financial aspects of *** matters covéred in consultation i 
such cases.” Rev. GATT art. XV, par. 2._ The Fund has recently recorded significant gains in the direc- 
tion of general convertibility, International Monetary Fund Ann. Rep. 1-11 (1955), but the wide prevalence 
of restrictions, see International Monetary Fund, Sixth Ann. Rep. on Exchange Restrictions passim (1955), 
remains discouraging. With reference to QR’s, the Fund’s annual report said, significantly, 

“The point has probably now been reached where the obstacles to further progress in the removal of quants- 
tive restrictions in Europe lie as much in the desire to protect individual industries, especially in the agr- 
cultural sphere where social and strategic considerations play an important role, as in the continuance 0! 
payments difficulties.” 


International Monetary Fund Ann. Rep. 2 (1955). 


8 The whole theory of the GATT balance-of-payments escape clause for QR’s is that GATT forbids 
QR’s as a matter of trade policy, GATT art. XI, and the exception carved out is available solely on financial 
grounds, GATT art. XII. The justification for and the economic impact of trade restrictions are precisely 
— to the justification for and economic impact of payments restrictions under Fund jurisdiction. 10 

»0th cases the problem to be analyzed is the financial position of the country. The only excuse for separate 
jurisdiction is that trade restrictions are enforced through customs officials, while payments restrictions are 
made effective through orders to banks. 

% Rev. GATT art. XVIII, par. 4 (a). 

87 Id. para. 4 (b). 4 

# Ceylon, Cuba, Haiti, and India. See 2GATT: Basic Instruments 20-27; id. at 26-28 (Ist Supp. 1953); 
id. at 44, 45 (8d Supp. 1955). 
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the present escape clause operates. Agreement with the original negotiating 
partner, required under the existing provision,” would no longer be necessary, 
and the Organization would be the judge of the adequacy of the quid pro quo 
offered. 

2. A much liberalized version of the balance-of-payments QR escape clause is 
newly included in this article. Under its provisions, the threat to a low-income 
underdeveloped country’s monetary reserves need no longer be “imminent” ; such 
reserves need only be “‘inadequate,’ not “‘very low’’; * consultations, once under- 
taken, shall be biennial rather than annual.® As in the case of article XII, the 
general balance-of-payments provision, no prior approval by the Organization is 
requisite. The existing text sets up no special balance-of-payments escape for 
these underdeveloped countries, although most of them have been resorting to 
article XII. The new text of article XIV opens the way;for the discriminatory use 
of these balance-of-payment QR’s by underdeveloped countries. The rationale 
for the broader escape written into the new article is that development measures 
are likely to be inflationary and therefore to require restrictive trade measures. 
If, in fact, inflation develops, article XII is available. What article XVIII adds 
is the privilege to anticpate inflation. But a wide gulf separates plans for develop- 
ment (which promise inflationary effects) from their execution (and actual in- 
flation). Article XVIII removes any practical inhibition on a country deter- 
mined to impose a general regime of import restrictions, except the task of formu- 
lating (or dusting off) a paper plan for inflationary development, and the objections 
of its own consumers. It is, of course, far from universally accepted doctrine 
that inflation is a necessity for economic development; the exact is opposite 
cogently defended.™ 

3. Provision is also made for other measures not normally permissible under 
GATT (as a practical matter, frankly protectionist QR’s), either with or without 
the consent of the OTC. If without consent, affected countries would be free to 
take countermeasures. Under the existing provisions, prior approval for 
such protectionist QR’s is requisite, and can only be secured on an elaborate 
economic showing.” In asense, it can be argued that no special privilege is offered 
here, because the permissible countermeasures are no different from the ordinary 
penalty under GATT: retaliatory trade measures by affected countries, sanc- 
tioned by the Organization.” But the semantics are quite different. The new 
article treats protectionist QR’s, even when not approved by the OTC, as a legiti- 
mate means of economic growth; the present rule characterizes such restrictions 
as a breach of the international commercial code. Only one inhibition remains 
in this field: the measures must be nondiscriminatory.” 

4. The last of the sections of the new article XVIII, and the only section ap- 
plicable to all countries ‘‘in the process of development’’ (presumably, all coun- 
tries), permits nondiscriminatory protectionist QR’s for particular infant indus- 
tries, with prior OTC approval. If the construction here placed on this provision 
is accepted, it might well become a substitute for the general waiver provision of 
GATT, ® with only a majority vote needed rather than the traditional two thirds. 


VII. INTERGOVERNMENTAL COMMODITY AGREEMENTS 


One of the major concessions made in the ITO charter to the “planning,”’ as 
distinguished from the ‘“‘competitive market’’ theory of international trade was a 
chapter devoted to intergovernmental commodity agrreements.! This chapter, 
bearing the scars of conflict between two economic philosophies, emerged with 
detailed provisions designed to prevent the cartel-type abuses characteristic of 
producer-dominated marketing agreements.?2 The plan never became effective; 
it died with the ITO charter. 


® Rev. GATT art. XVIII, par. 7 (a). 

® GATT art. XVIII, pars. 3, 4. 

" Rev. GATT art. XVIII, par. 7 (b). 

"Id. par. 9 (b). 

% Id. par. 12 (b). 

* See Economic Development With Stability, in 3 International Monetary Fund Staff Papers 313, 316-19 
(1954) (a report made to the Government of India, at its request, by a Fund mission). 

% Rev. GATT art. XVIII, pars. 17, 21. 

* GATT art. XVIII, pars. 7, 8. 

* Compare the agricultural waiver granted the United States, p. 453 supra. 

* Rev. GATT art. XVIII, par. 20. 

” See note 71 supra. 

‘ITO Charter arts. 55-70. 

? Wilcox, op. cit. supra note 3, at 114-25; Bronz, supra note 3, at 1113-16. 


75018—56——83 
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But a temporary expedient, in the form of an Interim Coordinating Committee 
for International Commodity Agreements set up by the Economic and Socia| 
Council of the United Nations, under a resolution setting up principles for such 
agreements analogous to those which were incorporated into the ITO charter 
secured recognition in GATT. A general exception from the agreement was made 
for trade measures taken in conformity with such commodity agreements.’ 

The new text of GATT moves the present textual language to an annotation: 
and substitutes in the body of the agreement a new wording, exempting from 
GATT obligations trade measures 

undertaken in pursuance of obligation under any intergovernmental com- 
modity agreement which conforms to criteria submitted to the Organization 
and not disapproved by it or which is itself so submitted and not so dis. 
approved * * *,5 

This language abandons the effort to require consistency with any set of prin- 
ciples such as those of the ITO charter and of the United Nations resolution. The 
most significant of these principles were (1) equal voice in administration for 
producer and consumer countries, and (2) principles designed to keep price and 
production control measures from operating to carry prices too far out of line with 
supply and demand relationships. The new GATT text would give free rein, 
with an exemption from all of GATT’s trade rules, to any commodity agreement 
which commands the support or tolerance of a majority of the GATT countries 

Theoretically, this provision opens a large loophole. Indeed, without a definition 
of “intergovernmental commodity agreement,” there would seem to be no inhibi- 
tion of principle on any group of producing countries making any sort of restrictive 
agreement, subject only to their political skill in inducing a majority of GATT 
countries to refrain from a formal vote of disapproval. But, in practice, such 
agreements have been hard to reach, even in the era before rules of fair commodity 
agreements had been drafted. Since the war, only wheat and sugar agreements 
have been made effective.? A tin agreement was drafted, with benevolent non- 
participation by the United States, but has never gone into operation.’ Variations 
in commodity prices have been wide, but not catastrophic, in the postwar period, 
and for most of the time prices have ranged from high to very high, as levels of 
economic activity have remained high throughout the world. 

The new provision might open a wide loophole. But it might just as readily 
prove to have little practical application. 


VIII. STATE TRADING 


It has always been a difficult task to fit state trading into international com- 
mercial agreements developed primarily to minimize government intervention in 
private competitive trade. Obviously, a government, in its proprietary capacity, 
can accomplish protectionist and discriminatory results without the use of th 
traditional devices such as tariffs and QR’s. ‘The need for an approach to this 
problem which would command wide acceptance was of particular significance 
in the immediately postwar period because of the effort at that time to devise a 
form of agreement which would make sense in dealing with trade relationships 
between Communist and private-enterprise countries, as well as with the very 
considerable area of trade in the private-enterprise countries which continued to 
be in government hands for many years after the war. While the western countries 
have by now abandoned much of their wartime state trading, the problem takes on 
fresh significance in view of the recent moves toward a reapprochement between 
East and West.’ 

The theoretical solution of the state-trading problem with respect to tariffs 
was worked out quite ingeniously in the ITO charter. The charter provisions 
rested on the theory that if goods imported by a state monopoly are sold at cost, 
plus a normal profit, plus an amount representing a reasonable tariff, and if th 
goods are imported in sufficient quantity to satisfy consumer demand at the price 
so computed, such a country would be protecting domestic production of the 
commodity to the same extent as a private enterprise country which levied the 


3 GATT art. XX, par.1(h). On the ICCICA, and the early postwar history of commodity agreements 
generally, see Cale & Zaglits, Intergovernmental Agreements Approach to the Problem of Agricultural Sur- 
pluses, 34 lowa L. Rev. 230 (1949). See also U. S. Commission on Foreign Economic Policy, Staff Papers 
188-212 (1954) (the “‘Randall Commission”’). 

4 Rev. GATT annex H, note ad art. XX. 

5 Rev. GATT art. XX, par. 1 (h). 

§ See Bronz, supra note 3, at 1113-16. 7 

7 The Wheat Agreement, which the United States sponsored actively, has been made effective by speciic 
legislation. 63 Stat. 945 (1949), 7 U. S. C. §§ 1641, 1642 (1952). 

§ See U. 8S. Commission on Foreign Economic Policy, Staff Papers 192-93 (1954). 

* Cf. note 10 supra. 
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same tariff. Countries maintaining import or export monopolies were required 
to negotiate with other member countries upon request, as for the mutual reduc- 
tion or binding of tariff rates, and either to undertake commitments with respect 
to tariff rates (or markups over cost plus a normal profit) or make other agree- 
ments which would achieve the same result. There was a general provision against 
discrimination, and a requirement that state trading enterprises make their pur- 
chases or sales solely on the basis of commercial considerations.” 

When the ITO charter sought to make the QR escape clauses available to state- 
trading countries, the result was less satisfactory, because the QR rules them- 
selves were so much vaguer than the tariff rules, as they are today in GATT. 
Parallel treatment required that a state-trading country in a position to justify 
QR’s on balance-of-payments grounds be free to restrict state monopoly imports 
to the same extent that it might have restricted private imports." 

The existing GATT borrowed some, but by no means all, of the ITO provisions. 
Thus, the GATT now omits any provision requiring the negotiation of tariff 
margins on state-traded products, although it permits the inclusion of such 
negotiated margins in the GATT tariff schedules.2. The new revision of 
GATT goes a little further by recognizing that state trading enterprises may 
“be operated so as to create serious obstacles to trade,’’ and concluding that 
negotiations ‘‘to limit or reduce such obstacles are of importance to the expansion 
of international trade.’’ 1% The theoretical test of the protective effects of a 
state trading enterprise worked out in the ITO charter, the provision requiring 
enough imports to meet the full domestic demand at a given price, has been lost 
in both versions of GATT. The references in the ITO charter to negotiations 
affecting the operations of an export monopoly have also been lost completely in 
GATT, except insofar as the very general exhortatory language applies to export 
monopolies as well as import monopolies. Both texts of GATT make the same 
provision on QR’s as does the charter." 

However, the new text of GATT introduces a wholly new set of requirements 
which may prove to be of considerable practical significance. An economist’s 
ideal definition is extremely hard to apply in commercial diplomacy when, as a 
practical matter, state trading enterprises are secretive about their purchases 
sales, and prices, and their privilege to maintain confidential information is 
recognized. State enterprises trading in basic commodities, particularly, contend 
quite plausible that their trading position would be seriously impaired if they 
operated in the full glare of publicity. The Communist countries have, in 
practice, been thoroughly secretive about most of their economic operations, 
domestic as well as international. In the absence of trade information, another 
country feeling itself to be injured would have no way of making out its case 
until long after the damage is done. With private enterprise, statistics are 
more readily available because the multiplicity of units makes it easy to publish 
figures without revealing the business secrets of particular companies. 

The new provisions of GATT require that countries operating state trading 
enterprises notify the OTC of the products so handled. On the request of another 
country substantially interested, the country would be required to inform the 
OTC of the import markup or of the price charged. The Organization itself 
could request any other information about the operations of a state trading 
enterprise which appeared to be relevant to the obligations under the agreement. 
There is still a saving clause for “‘confidnetial information,” but in the context of 
other provisions requiring information ™ this clause could probably not be in- 
voked as a blanket excuse for revealing nothing. To the extent that these new 
information provisions prove effective in practice, the new text might well achieve 
4 substantial foward step in working out practical standards of good international 
commercial practice in competition between state and private enterprise. 


IX. SURSIDIZATION 


The subsidization of exported commodities has, in a general way, been considered 
an “unfair trade practice.” But the trade effects of subsidization have varied 
so sharply, and the internal pressures for subsidization have often been so in- 
sistent (witness our farm programs) that there has been considerable diversity in 
the treatment of subsidies in the postwar trade agreements. 


“ ITO Charter arts. 29-31; see Wilcox, op. cit. supra note 3, at 94-102. 

"ITO Charter art. 20, par. 4. 

"GATT art. I, par. 4. 

® Rev. GATT art. XVII, par. 3. 

“GATT art. XI, par. 3; Rev. GATT annex H, notes and arts. XI-XIV; ITO Charter art. 20, par. 4. 
Rev. GATT art. XVII, par. 4. 
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The problem presents itself in three ways. (1) When subsidized goods seek to 
enter a country which produces that commodity, the situation is simply one of 
self defense. The country whose producers are threatened can readily take pro- 
tective measures, and typically does, with no need to enlist help. (2) When 
subsidized goods seek to enter a country which does not produce the commodity, 
the importing country ordinarily rejoices in the bargain its consumers are getting, 
and has no incentive to interfere. (3) When one country subsidizes exports 
into nonproducing countries, its competitors can do little by way of self-help. 
Matching the subsidy is expensive, and may only tempt further competing sub- 
sidies. It is in this area that the principal efforts have been made to reach some 
international agreement to limit subsidization. 

The rules devised to deal with competitive subsidization have distinguished 
primary commodities from manufactured goods, and subsidization of exports 
alone from general subsidization applicable to goods sold at home as well as 
abroad. These distinctions have had as much political motivation as economic. 

The existing GATT in effect abandons the effort to formulate a rule on com- 
petitive subsidization. It simply requires that countries maintaining subsidies 
notify the contracting parties thereof, and undertake, upon request, to discuss 
with other countries “the possibility of limiting the subsidization.” 

The ITO charter contained the same provision with respect to general subsidies, 
but went a good deal further in dealing with export subsidies. It would have 
outlawed export subsidies on manufactured products after a two-year period of 
grace, while permitting them on primary products (agricultural, forest, fishery, 
and mineral products in a relatively unprocessed state), provided that such 
subsidies were not used to secure more than a fair share, defined primarily in 
historical terms, of world trade. There were various provisions requiring, in the 
case or primary commodities, that the country first seek an international com- 
modity agreement before resorting to subsidization.” 

The new provisions of GATT adopt some of the ideas of the abortive ITO, 
but do not go as far. Export subsidies on manufactured products would be 
prohibited after January 1, 1958, or at “the earliest practicable date thereafter.” 
Until January 1, 1958, there would be a standstill, forbidding the introduction of 
new or the increase of existing subsidies.'* However, if agreement is not reached 
by January 1, 1958, on a definite rule against export subsidies on manufactured 
products, there would remain only a pious expression of intention ‘‘to reach agree- 
ment to extend the application of the standstill until the earilest date thereafter 
by which they can expect to reach such agreement.” '® This provision is con- 
siderably weaker than the ITO provision, but it goes further than the present 
GATT, with its mere obligation to consult. 

The new GATT provisions permit export subsidies on primary products, but 
subject these subsidies to the fair-share-of-world-export-trade rule.2” This is the 
compromise the United States delegates made with the other leading agricultural 
exporting countries.2!_ We agreed that we would not carry subsidization to the 
point of grabbing a bigger share of the world market than our traditional or “fair” 
share. In the other hand, we would remain free to cut our artificially supported 
domestic prices in order to hold our ‘‘normal’’ position in export markets. This 
rule on primary products is, in essence, similar to that written into the ITO. It 
does place a tangible limitation on competitive subsidization, in place of the 
present GATT obligation merely to consult. 

In the self-defense situation, both the old and the new texts of GATT permit 
countries to levy countervailing duties. Such a duty may only be levied when the 
subsidization “is such as to cause or threaten material injury to an established 
domestic industry, or is such as to retard materially the establishment of a domestic 
industry,’ and may not overcompensate for the subsidy. The ITO charter 
contained the same provision.” 

16 GATT art. XVI. 

17 ITO Charter arts. 25-28. 

18 Rev. GATT art. XVI, par. 4. 

19 Td. annex H, note ad art. XVI, par. 4. 

20 Td. art. XVI, par. 3. 

21 The intense domestic pressure in the United States to move our surplus farm stocks abroad is evidenced 
by the Agrienltural Trade Development and Assistance Act of 1954, 68 Stat. 454, 7 U. S. C. § § 1691-724 
(Supp. II, 1955), and the recent amendment requiring an expansion of the program, Pub. L. No. 387, 84th 
Cone., Ist sess. (Aug. 12, 1955). A recent GATT publication treats this program under the name “bilateral 
agreements.”” GATT, International Trade 1954, at 121-22 (1955). 

2 The “fair share” is left to negotiation or OTC determination, as in analogous provisions on equitabk 
quotas when QR’s are applied under the rule of non-discrimination, Rev. GATT art. XIII, par. 2 (d). 

2 GATT art. VI, pars, 6,3; Rev. GATT art. VI, pars. 6 (a), 3, 

24 [TO Charter art, 34, pars. 3, 6. 
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A surprising development in the new GATT text is an expansion of the privilege 
of a nonproducing country (which would seem to stand only to gain from subsi- 
dization of the goods it buys) to interpose countervailing duties to match any 
bounties. The existing provisions of GATT permit countervailing duties in this 
situation, but only by explicit permission of the Contracting Parties. The 
new text requires that this permission be given on a finding that injury to a com- 
peting eer country is being caused or threatened, and permits such action 
pending OTC consideration in emergencies.** What this expansion of the privi- 
lege of self-denial suggests is an avenue of protection for an exporting country 
against subsidization by a competitor, when the cooperation of the importing 
country can be secured. The obvious danger is that an exporting country, hurt 
by a competitor, will offer some trade advantage in self-sacrificing cooperation 
by the oe country. An essentially bilateral solution to this competitive 
problem is out of place in GATT, and underlines the inadequacy of even the new 
text as a multilateral solution to the probelm of competitive subsidization. This 
represents a backward step in the subsidization provisions, which otherwise are 
significantly tighter than in the existing text. ‘ 

The present GATT text explicitly recognizes, as does the ITO charter, that 
“multiple curreney practices can in certain circumstances constitute a sibsidy to 
exports which may be met by countervailing duties * * *.’’ This provision is 
retained in the new text of GATT.” But none of the three texts contains any 
comparable labguage in the provisions dealing with competitive subsidization. 
The revised GATT text accentuates this schizophrenic treatment of the problem 
by explicitly permitting the use of multiple exchange rates when it can be done 
consistently with the Fund articles. In effect, competing exporters are denied 
the right to invoke GATT’s provisions when the subsidization is carried out 
through the multiple-rate device (if sanctioned by the Fund), but clear authori- 
zation is given to protect domestic producers in exactly the same situation. This 
change in the new GATT text must be regarded as another unfortunate example of 
retrogression. 

X. THE ORGANIZATION FOR TRADE COOPERATION 


The new “Agreement on the Organization for Trade Cooperation,” drafted at 
the 1954-55 session to provide an administrative machinery for GATT, is generally 
similar to the analogous texts provided for administering other postwar inter- 
national agreements, but certain unusual features were designed with an eye to 
the political hurdles which it faces. 

The need for a larger and better organized permanent administrative organiza- 
tion for GATT has been apparent from the beginning. Little can now be accom- 
plished between meetings, which have been held about once a year and have 
usually lasted about 6 weeks. In recent years, there have been 1 or 2 brief 
meetings of an intersessional committee, mainly for the formulation of the agenda 
for the ensuing regular sessions, but the participating countries have been reluc- 
tant to delegate wide powers to a smaller group.2* Eric Wyndham-White, an 
English lawyer turned diplomat, has served as Executive Secretary of GATT 
from the earliest Preparatory Commission days, patiently holding together the 
nucleus of a staff against the day when political barometers in important capitals 
would move to a point more favorable for the establishment of a full-scale inter- 
national organization in the trade field. A dozen professionals, with a few clerical 
and staff assistants, have somehow managed to service the GATT sessions, issue 
documentation, publish annual reviews and periodic bulletins on developments 
in international trade, and provide a measure of leadership at times when initiative 
was lacking among the governmental delegates. The International Monetary 
Fund, the organization most nearly comparable, had as last reported a staff 
of 428 persons, a large percentage of whom are professionals and many of inter- 
national standing in the financial field. 


* GATT art. VI, par. 6. 

* Rev. GATT art. CI, pars. 6 (b), (c). 

” GATT annex I, note ad art. VI, pars. 2and 3, n. 2; Rev. GATT snnex H, note ad art. VI, pars. 2 and 3 
n. 2; ITO Charter annex P, note ad art. 34, pars. 2and 3, n. 2. 

* Rev. GATT annex H, note ad art. XVI, § B,n.1. The Fund Articles of Agreement forbid the intro- 
duction of multiple currency practices except with permission, and require their progressive removal. Fund 
art. VIII, § 3. owever, multiple currency practices may be maintained on a ‘‘grandfather clause’’ basis by 
those countries still in the postwar transitional period (now 45 of the 56 Fund members). Fund art. XIV, 
§2. The Fund has rules that changes in multiple currency arrangements require advance approval, despite 
article XIV, because they affect exchange stability. See Fund art. [V, § 4 (a). See International Mone- 
tary Fund Ann. Rep. 27-29, 65-72 (1948). But in practice, the Fund has been quite tolerant, and multiple 
rate practices remain quite prevalent, particularly in Latin America. International Monetary Fund 
Sixth Ann. Rep. on Exchange Restrictions (1955). 

* Intersessional Procedures (1955), GATT: Basic Instruments 9-15 (3d Supp. 1955). 
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The organizational provisions of the projected OTC are rather simple and, for 
the most part, in line with the arrangements which have become the common 
pattern in the international organizations created in the postwar period. The 
members of the Organization would be the governments adhering to GATT» 
each to be represented in an Assembly, which is to meet in regular annual ses. 
sions. The Assembly would elect an Executive Committee of 17 members 
periodically, with the injunction that it “shall include the 5 members of chief 
economic importance, in the determination of which particular regard shall be 
paid to their shares in international trade,’’ and shall otherwise be representative 
geographically and in terms of the degrees of economic development, types of 
economies, and diversity of economic interests.” If we assume that the decision 
on “chief economic importance” is made on a simple arithmetical computation 
of shares in world trade, the permanent members of the Executive Committee 
would be the United States, the United Kingdom, France, Canada, and Ger. 
many.** The Excutive Committee would be required to act by a two-thirds 
vote.* Provision is made for a secretariat,®* to be headed by a director-general, 
along the lines generally employed in analogous postwar international agreements. 
The rule of one vote per country would prevail in all bodies.27_ The usual provi- 
sions are made for budget and contributions, for legal personality for the organiza- 
tion, for privileges and immunities to be accorded its officials and representatives, 
and for the establishment of cooperative arrangements with other intergovern- 
mental organizations.*® 
The most significant feature of the new administrative scheme is the provision 
for an Executive Committee. If this Committee, in practice, sits in permanent 
session, as does the Board of Directors of the International Monetary Fund, it 
will be available for prompt action on questions such as the propriety of the intro- 
duction or intensification of QR’s, questions which GATT is now most poorly 
equipped to handle. 
The functions of the Organization are stated to be: 
1. to administer GATT, 
2. “to facilitate intergovernmental consultations on questions relating to 
international trade,”’ 
3. “to sponsor international trade negotiations,” 
4. “to study questions of international trade and commercial policy, and 
where appropriate, make recommendations thereon,” and 


5. “to collect, analyse and publish” international trade information and 
data.*? 


However, the agreement contains one provision which is specifically inhibitory on 
the powers of the Organization: 
The Organization shall have no authority to amend the provisions of the 
General Agreement; no decision or other action of the Assembly or any sub- 
sidiary body of the Organization shall have the effect of imposing on a Mem- 
ber any new obligation which the Member has not specifically agreed to 
undertake.‘ 


How the line is to be drawn between administering the agreement (which inev- 
itably involves interpreting its often very general language) and avoiding the 
imposition of obligations which the member has not specifically agreed to under- 
take is not at all apparent. 

This quoted limitation on the OTC’s powers and the fact that the agreement was 
prepared as a separate document from the substantive text, are the unusual fea- 
tures of the OTC agreement which have a special political explanation. The 
political considerations in question are those which have developed in our Con- 
gress. They go back to the international agreements drafted in 1947. 


3% OTC Agreement art. 2. 

31 Id. arts. 5 (a), (d). 

32 Id. art. 6 (a). : 

33 An annex to the OTC agreement lists the GATT countries, and assigns to each a figure representing its 
percentage share of the total external trade ofall GATT countries. However, this listing is included for the 
purpose of article 17, which provides that the OTC agreement shall enter into force when countries account- 
ing for 85 percent of GATT’s external trade have accepted it. The same list is appended to the revised 
GATT, as annex G, where it serves a similar purpose. 

% Belgium, Luxemburg, and the Netherlands carried out their GATT tariff negotiations as a group, 3 
the Benelux Customs Union. If the external trade of the three countries were added together, the group 
would take third place, and Germany would drop out of the top five. However, each of the three Benelux 
countries has adhered to GATT as a separate country and has normally participated separately, except for 
tariff bargaining. 

% OTC Agreement art. 6 (b). 

% Id. art. 7. 

37 Id. art. 8. 

38 Id. art. 9, 10, 11. 

39 Td. arts. 3(a), (b). 

4° Td. art. 3(d). 
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The ITO charter was prepared as a permanent world trade agreement, It was 
fully self-contained, substantively and administratively. GATT was merely to 
serve as a temporary device, made effective by executive action, to bring tariff 
reductions into force quickly, pending unhurried legislative consideration of the 
ITO plan. It was left as bare of administrative machinery as possible. From the 
viewpoint of congressional relations here, it was desirable that GATT look as 
much like the bilateral trade agreements which had been made under the Trade 
Agreements Act and as little like a permanent trade organization as possible. 
Every effort was made to avoid the charge that the ITO was a fait accompli in the 
guise of GATT. Even GATT was put into force only on a provisional basis. 

This effort to present GATT as only a broadened form of our traditional bilateral 
trade agreements was not entirely successful. The real stimulus for opposition to 
the ITO and GATT in the Congress has, of course, been old-fashioned protec- 
tionism, the belief in high United States tariffs. The legislators who opposed 
the ITO agd have been sniping at GATT are those who have been against the 
Trade Agreements Act or who have supported stultifving amendments to it. 
But GATT provided a convenient talking point and a cloak of constitutionalism. 

This attack on GATT is the very one which the careful stripping-down of the 
agreement was designed to avoid. A showing that GATT was not simply a 
‘foreign trade agreement,’’ which was authorized by the Trade Agreements Act, 
but was a much broader international undertaking, was the thesis to be estab- 
lished. Senator Millikin undertook the task of serving as the exponent of this 
analysis.2 His method was detailed cross-examination of administration wit- 
nesses through a line-by-line reading of the text. The predominant theme through 
days and weeks of questioning on several occasions was that GATT was an inter- 
national organization which might, by what was essentially legislative action, 
impose obligations on the United States, and thereby usurp the functions of the 
Congress. This argument was of very much the same school as that later advanced 
by proponents of the Bricker Amendment.“ 

This campaign did not succeed in ending United States participation in GATT; 
the Congress repeatedly reenacted the statutory authority for GATT. But it 
gave rise to the explicit disclaimers of approval or disapproval included in each 
extension of the Trade Agreements Act since 1951.% 

When the new administration took office in 1953, it undertook a review of 
international trade policy through a Commission on Foreign Economic Policy 
the ‘Randall Commission’’). Senator Millikin was a member of the Commis- 
sion. The report of the Commission was generally favorable to the liberal in- 
ternational trades policies of the preceding administrations, including the con- 
tinuation of GATT. But it sought an avenue of reconciliation with Senator 
Millikin’s theme. Its recommendation was: 

The organizational provisions of the General Agreement on Tariffs and 
Trade should be renegotiated with a view to confining the functions of the 
contracting parties to sponsoring multilateral trade negotiations, recom- 


‘| While GATT from the beginning has made provisions for direct adherence thereto, GATT arts. XX VI 
XXXIII, no country has adhered by this procedure. Instead, a temporary procedure was devised, called 
the Protocol of Provisional Application, 1 GATT: Basic Instruments 77 (1952). Similar protocols were used 
when additional countries acceded. Id. at 79, 86. Two significant differences were achieved by this 
procedure. (1) A country can withdraw from its adherence to the protocol on sixty days’ notice, id. at 
78 (Original Protocol), 81 (Annecy Protocol), 91 (Torquay Protocol), while six months’ notice is re- 
quired by GATT itself, GATT art. XX XI. (2) While definitive acceptance of GATT involved a commit- 
ment to all of its terms, acceptance of the Protocol alone was subject to the exception that ‘“‘Part II’’ need 
only be made effective to the extent consistent with legislation in effect on October 30, 1947. (In the case of 
countries acceding later, the governing date is the date of the protocol of accession.) Part II contains all of 
the substantive provisions except the tariff concessions and the provisions directly related thereto. By 
this qualification, GATT could be made generally effective without legislative action. The first customs 
simplification bill presented to Congress in 1951 was drafted to eliminate a number of minor inconsistencies 
between our statutes and GATT, but some of these provisions were eliminated before enactment of the bill 
in 1953. See note 43 supra. With a view to enlisting definitive adherence, GATT in 1955 accepted in ad- 
vance, by unanimous agreement, reservations to the text incorporating the protocol qualifications as to 
“existing legislation.”” GATT: Basie Instruments 48 (3d Supp. 1955). Presumably a generally favorable 
reaction to the 1955 texts will be followed by definitive acceptance. 

“ Throughout this period, Senator Millikin was the ranking Republican member of the Senate Com- 
oe Finance, and, during periods when the Republicans organized the Senate, chairman of that 
committee. 

“ See, e. g., Hearings Before the Senate Committee on Finance on the Trade Agreements System and 
Proposed International Trade Organization Charter, 80th Cong., Ist sess. (1947); Hearings Before the 
Senate Comnittee on Finance on H. R. 1211, 81st Cong., Ist sess. (1949). 

“The Bricker Amendment would have restricted the powers of the President in making treaties and 
executive agreements. See Hearings Before a Subcommittee of the Senate Committee on the Judiciary 
onS. J. Res. land 8. J. Res. 43, 83d Cong., Ist sess. (1953). A recent case which might have shed some light 
on the limits of the power to enter into foreign trade agreements was decided on factual grounds. United 
States v. Guy W. Capps, Inc., 348 U. 8. 296 (1955). 

* See note 5 supra. 
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mending broad trade policies for individual consideration by the legislative 
or other appropriate authorities in the various countries, and providing a 
forum for consultation regardirg trade disputes. The organizational pro- 
visions renegotiated in accordance with this recommendation should be 
i to the Corgress for approval either as a treaty or by joint reso- 
ution. 

Senator Millikin appended a detailed and lengthy statement to the final report, 

in which he took issue with major areas of its recommendations,’ but made no 

vomment on the above quoted language. 

Obviously, the form of the OTC agreement, and its disclaimer of any power to 
impose new obligations, had their origin in the Randall Commission recom- 
mendation quoted above. The participating countries obligingly cooperated in 
formulating a text at once clumsy and disingenuous. It would have been simpler 
to have a single text rather then two. It would have been more candid to 
recognize that the power to define obligations differs only in shadowy degree from 
the power to impose obligations. Whether this mumbo jumbo will affract any 
support for GATT from the constitutional critics in Congress remains to be seen; 
none of them have been known as low-tariff advocates. But both political par- 
ties are now thoroughly committed to GATT by the two administrations which 
have supported it vigorously. 

The device of two seperate agreements rather than one does serve certain 
practical political functions once the decision is made to seek a clearer congres- 
sional mandate for a permanent international trade organization. Congressmen 
who are cool to GATT. but not outspokenly hostile, might find it easier to vote 
to accept an administrative agreement than to endorse explicitly the substantive 
text of GATT. Moreover, congressional acceptence of the OTC agreement 
without formal action on GATT would leave the administration free to negotiate 
amendments of GATT from time to time as an exercise of executive power. 

One GATT administrative provision which is carried over unchanged into the 
OTC agreement merits attention in this connection. The new OTC agreement 
retains the rule of ‘fone vote per country.”’ Provisions for unanimity on some 
questions 4® and a two-thirds vote on others, the assurance of a place on the 
Iixecutive Committee for the bigger countries, and the injunction against the 
imposition of new obligations all will tend to protect the United States against 
action by the OTC directed against it, but will also make it harder to invoke 
GATT against another country. In the one-vote rule, tempered by special 
steering committee arrangements, the OTC agreement follows the pattern of 
most of the postwar international agreements. Despite these precedents, the 
absence of weighted voting has undoubtedly been a factor of measurable sig- 
nificance in congressional coolness toward GATT. 

It is hard to see how the ‘‘one country, one vote” rule can stand critical ex- 
amination. No precept of democracy calls for assigning an inhabitant of a small 
country bigger representation in international councils than an inhabitant of a 
big country. In the International Monetary Fund and the International Bank 
for Reconstruction and Development, where substantial financial contributions 
from participating countries were required, voting strength was distributed largely 
on the basis of the size of the contributions. o some extent, GATT’s unitary 
voting rule is qualified by provisions assigning to the Monetary Fund (where 
the United States, e. g., casts 27 per cent of the votes) the decisive voice in passing 
on the financial necessity for QR’s and for their discriminatory use. A forth- 
right weighted voting system would, in the author’s judgment, have done more 
to allay congressional suspicion than the Randall Commission plan. 


CONCLUSION 


The picture of GATT, past, present, and future, delineated in this paper, has 
been neither all encouraging nor all gloomy. Certainly GATT has not achieved 
a system of freely competitive world trade, unfettered by government inter- 
vention seeking to advance national aims at the expense of foreign competitors. 
Equally certainly, GATT has laid inhibitions on the proliferation of trade bar- 
riers. Surely world trade is freer today than it was in 1947; surely some of this 


. A 8. Commission on Foreign Economic Policy, Report 49 (1954). 
‘ . at 77-86. 
# GATT art. XXX, par. 1 (certain amendments). 
« Id. art. X XV, par. 5 (waivers). In the new drafts, this text has been moved to OTC Agreement art. 13. 
® GATT art. XV, par. 2. This provision has been cited as a partial answer to the ITO’s one-vote—per 
country rule. See Wilcox, op. cit. supra note 3, at 196-197. 
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achievement is attributable to GATT. Surely the picture might well have been 
yery much worse without GATT. 

The results of the 1954-55 review and revision were mixed. The agreement 
to set up an adequate administrative machinery was all to the good, subject 
only to a caveat on the “one country, one vote” rule. While there may be doubts 
about the political strategy employed, there is no question that the OTC pro- 
vides a workable structure for international cooperation in trade regulation. 

The substantive revision of GATT makes a number of significant improve- 
ments. The broadened and strengthened tariff negotiation procedure adds use- 
ful devices for a sustained drive against high tariffs. The tightened regulation 
of customs administrative practices should lend impetus to world-wide moves 
for simplification. The bolder approach to the subsidization and state-trading 
problems promises added strength to GATT. 

There were backward steps as well. The loosening of the rules against dis- 
crimination, both in tariffs and in QR’s, is the most unfortunate development. 
The removal of practically all inhibitions on the underdeveloped poor countries 
is hard to justify in principe. The easing of the pressure on QR’s, both agri- 
cultural and financial, is equally regrettable. 

There has, perhaps, been a tendency in this paper to give too much prominence 
to the backward steps. It is not easy to see ground gained in 1947 slip away in 
1955. But it must be recognized that the ground lost is mainly in promises for 
the future. None of the changes of 1955 will mean any increased present bar- 
riers to trade; they represent, at worst, a more modest objective for the years 
ahead. 

GATT’s main drive and direction stand unimpaired. It still represents a 
major international effort to clear away trade barriers and liberate international 
competition so that the play of market forces will tend toward an efficient inter- 
national division of labor. It still represents a code of fair play for government 
intervention in this competitive picture. It is the only general world agreement 
which has ever been achieved in this field. 

In judging domestic legislation, we might properly ask whether a better text 
might not also have commanded the necessary majority of the votes. In judg- 
ing an international agreement, we must ask whether adherents would be lost, 
and if so, which, were the rules to be strengthened. In the international field, 
any agreement lacking unanimous approval by that very token lacks universal 
participation. Political calculations in international negotiation involve a nice 
appraisal of the concessions needed to enlist each country whose participation is 
considered important. A dissenting country can remain outside and flaunt all 
of the rules accepted by the majority. 

Absent the sovereignty which can compel obeaience by the minority, inter- 
national agreements tend to in.lude a fair quota of compromises, concessions, 
and calculated ‘‘double-talk’”’ on the issues which really divide the participating 
co.ntries. The alternative is an agreement among a small group of like-minded 
countries, while the others remain outside and in a position to form their own blocs. 
The development of rival trade blocs in the world is what is most to be feared. 
bows are likely to be far more intransigept than any of their participants standing 

one. 

GATT’s irresolution on practices which might seem to the theorist to be in- 
defensible is a reflection of the political pressures at home which play so large a 
part in international deliberations. GATT is discussed in the United States 
largely in terms of its influence on the rates of duty levied by the United States 
and on our agricultural quota restrictions. Cengressional opposition is almost 
wholly couched in these terms. United States export interests are hardly men- 
tioned. Even foreign tariffs are given a minimum of attention here, and little 
interest is shown in the GATT rules which would principally affect other countries’ 
forms of trade restriction. It is not surprising that United States delegations 
tend to make their negotiating ‘‘musts’’ various concessions made domestically 
to protectionist interests. They are not in a good position to object to the pro- 
tectionist ‘‘musts” of other delegations. 

Inspired leadership can find an occasion when public sentiment is ready for 
bold reform, and drive through a major achievement of statesmanship.“ The 
adoption of the ITO charter would have represented such an accomplishment. 
But it came just a little too late. The International Monetary Funu and World 


"| Leadership in undertaking the preparation of the ITO charter, and negotiating it internationally, was 
mainly that of William L. Clayton, then Undersecretary of State for Economic Affairs, Clair Wilcox, now 
Professor at Swarthmore College, and Harry C. Hawkins, now Professor at the Fletcher School of Law and 
Diplomacy, Tufts College. 
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Bank agreements were drafted during the war, in 1944; they were ratified in 1945 
only a few months after the war. By the time of the Havana Conference of 1947 
some of the bloom had already faded from the wartime enthusiasm for a structure 
of ger cooperation, and by 1949 the death of ITO was accepted quite apatheti. 
cally. 

The remarkable thing about the new OTC agreement and the revised GATT 
is how much of the 1947 structure has been preserved. Perhaps they are as good 
as could have been produced in 1955. They certainly represent all that we ar 
now offered. The only alternative is an open invitation to a resumption of the 
techniques of international trade rivalry of the 1930’s. Favorable congressiona| 
action on the OTC agreement, with the implied endorsement of GATT involved 
in such action, would hold together the structure of world trade cooperation. 


RicuMonD Hit, Lone Isuanp, N. Y., March 6, 1956. 
Hon. JERE Cooper, 
Chairman, House Committee on Ways and Means, 
United States Congress, Washington 25, D. C. 


Dear Srr: You have before you H. R. 5550, to authorize the United States of 
America to participate in the Organization for Trade Cooperation; I would greatly 
appreciate your having my name listed for copies of the reports of your committe 
on this bill. 

I attach also a copy of a statement I would like to submit for the record on this 
bill. I think the statement will help the Congress and the committee in arriving 
at a decision which will benefit the United States of America. I have urged m 
representative, Hon. A. Bosch, to consider the reasons why the bill should not 
pass. My statement has been included in the report on hearings on H. R. | 
the Bricker amendment. I also brought my statement to the attention of Senator 
I. M. Ives and other Senators and Representatives. 

Respectfully yours, 
Epwarp H. Po.uact, Jr. 


STATEMENT Re H., R. 5550 


A no more pregnant example of the necessity for the ratification of the Bricker 
amendment at the earlies+ possible date is needed than the treaties currently 
before the Senate, namely the GATT and the OTC. These apparently innocuous 
agreements will surrender to a supergovernment the sovereign rights of the indi- 
vidual States of the United States and the sovereignty of the United States of 
America. Amongst the other functions and the powers of the OTC will be the 
administration of the GATT. Part II of the GATT indicates that the States 
will not be permitted to tax business or commodities done and sold in the dtate 
which may tend to interfere with the powers and functions of the OTC article: 
IV and V so provide. The OTC is to have the most-favored-nation immunities 
and treatment of its directives. In article IX something new is to be added 
“Recognizing the difficulties and the inconvenie: ces caused by marks of origir 
requirements should be reduced to a minimum consistent with the protection of 
consumers against fraudulent or misleading indications.’”’ Candy need not have 
on it ‘Made in Englard.”” However Scotch must have labels showing, for er- 
ample, “Made in U.S. A.” 


ARTICLE 8—VOTING IN THE A@REEMENT ON ORGANIZATION FOR TRADE COOPERS4- 
TION (OTC) 


(a) At meetings of the assembly each member of the organization shall be 
entitled to have one vote and, except as otherwise provided for in the genera 
agreement or in this agreement (OTC), decisions of the assembly shall be taken 
by @ majority of the votes cast. 

(6) Each member of the executive committee and of any other subsidiary sha 
have one vote therein; provided that the rules of procedure may require that the 
parties to a dispute shall abstain from the voting. The OTC consists of 3: 
members, with one vote each, a two-thirds majority is required only for the exect- 
tive committee deliberations. 

The Nations—members—are named in the OTC and you will find that the 
British Commonwealth of Nations gets 10 votes, while the United States gets 
only 1 vote; the rest of Europe gets 11 votes, Latin America gets 7 votes and the 
Near and Far East gets 4 votes. Britain and the rest of Europe plus 1 vote wou 
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have the two-thirds majority requirement to override the U. 8. A. and saddle 
the U. S. A. with the onerous decisions we can expect from our “friends’’ who 
according to Hon. Senator Malone’s statements in the Congressional Record 
have pa.ts with the Soviets. 

This supergovernment—OT C—is not subject to the powers of any government 
nor to the U. N., where we at least have the veto power. In the debate on the 
nomination of Justice Harlan it was stated that the Senate should not require 
the Supreme Court to undo what the Senate has done in ratifying treaties. If 
we can’t look to the United States Supreme Court nor to the Congress our only 
security is in the Bricker amendment to the United States Constitution. 

In 1776 our people revolted from taxation without representation. I hope and 
pray that we can rely on our Senate to reject the GATT, the OTC and taxation 
without representation in 1955. I hope and pray that we can rely on the Senate 
to promulgate and support the Bricker amendment to the United States Consti- 
tution; and that it will be ratified in time to avert the foreign invasion the Bricker 
amendment will repel. 

With profound respect may I direct vour attention to the following: God Bless 
America, Land That We Love, Stand Beside Her and Guide Her With the Light 
and the Right From Above, From the Mountains to the Prairies, To the Oceans 
White With Foam—God Bless America, Our Home sweet Home, and I fervently 
believe, the salvation of the World, if it concerns itself more with the salvation 
of its own foundations. 


GLOVERSVILLE KNITTING Co., 
Gloversuille, N. Y., March 13, 1956. 
Mr. JERE Cooper, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington, D. C. 


Dear Mr. Cooper: I am informed that hearings are now being held before 
your committee on the bill known as H. R. 5550 to permit United States member- 
ship in the Organization for Trade Cooperation. I am told if passed, that it 
will become the administrative arm of the General Agreement on Tariffs and 
Trade. Even though GATT under which wool textile tariffs have. been sharply 
cut has never been submitted to Congress, approval of OTC, in effect, would 
mean approval of GATT. 

Notwithstanding the opposite position taken by the New York Times, it is 
my firm conviction that approval of H. R. 5550 would take control of this country’s 
trade policy away from us and give it to an international body where we would 
have but one vote and no veto power. We in the textile business are fearful of 
the odds against us under such a set up, knowing full well how difficult it is to 
obtain relief when dealing with our own people. It was bad enough when 
Congress surrendered its control of trade policy to the executive branch, let 
alone surrendering it to the other members of GATT. 

This trend toward the elimination of tariffs which protect not only industry, 
but the workingman, against the inroads of cheap foreign labor must some day 
come to an end, and the defeat of this bill would be a good way to register the 
turn in the sentiments of a large segment of our population. 

It seems to me it is about time for United States exporters to assume their 
fair share of the burden of supporting our allies which, until now, has been car- 
ried primarily by manufacturers dependent on the domestic market. They can 
do this by agreeing to a fair amount of protection against imports to those of us 
who cannot possibly exist without it and by sacrificing a share of the foreign 
market to the competition in friendly foreign lands. 

I am sending a similar letter to our Representative, B. W. Kearney, and I hope 
both of you will use your influence to defeat H. R. 5550. 

Very truly yours, 
Ratpx O. Couuins, President. 


Tue Lace & Emprorpery ASssociATION OF AMERICA, INC., 
New York 3, N. Y., March 12, 1956. 


Hon. Jere Cooper, 
Chairman, Committee on Ways and Means, 
House of Representatives, Washington, D. C. 
Str: Our association was organized in 1909, and comprises all of the leading 
American importers of laces and embroideries which are brought in from the 
countries of Western Europe. 
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We wish to register our strong st pport of the pending bill, H. R. 5550, which 
would authorize the President to accept membership for the Unitee States in the 
proposed Organization for Trade Cooperation. 

Aside from the practical advantages of the OTC in assuring a more effective 
operation of the General Agreement on Tariffs ana Trade, the prompt approval 
of this bill by the Congress will assure the nations of the free wartll of our intention 
to cooperate i: the expansion of international trade which is so important to the 
economic well-being of those countries and ourself. 

Since the Congress will continue to retain full control of our customs and 
import policies, we have much to gain and nothing to lose in helping to set up an 
Organization for Trade Cooperation. 

Respectfully yours, 
Davip E. Scuwap, President. 


Sirk & Rayon Printers & 
Dyers AssoctaTION oF AMERICA, INC., 
New York 18, N. Y., March 14, 1956. 
Re H. R. 5550. 
Hon. JERE Cooper, 
Chairman, The House Ways and Means Committee, 
House of Representatives, Washington, D. C. 

My Dear ConGrREssMAN Cooper: This association represents firms engaged 
in the dyeing and finishing of silk and manmade fibers. We number among our 
members some 110 firms located in various States of the Union, from New York 
to California. The industry itgelf employs some 40,000 employees. 

Dyeing and finishing, along with many other segments of the textile industry, 
is experiencing the worst depression in its history. This depression has been 
accented by imports of goods dyed and finished abroad at a labor cost so far 
below ours that an effort on our part to compete is impossible. We are a highly 
unionized industry, paying high rates of pay and numerous fringe benefits including 
a broad insurance plan and a pension plan. We are glad to be able to make it 
possible for our workers to maintain a high standard of living. But we cannot 
continue to do so in the face of increasing competition from low-cost labor abroad. 

We feel that any step in the direction of joining an organization such as the 
Organization for Trade Cooperation is a step in the direction of encouraging im- 
ports on a basis with which we cannot compete. We are, accordingly, firmly 
opposed to H. R. 5550, feel it is against the best interest of our employees and 
ourselves, and urge you to press for its defeat. 

Respectfully yours, 
Dean M. Lewis, President. 


VinyL Fasrics INSTITUTE, 
March 12, 1956. 
Hon. JERE CoopER, 
Chairman, Committee on Ways and Means, 
House Office Building, Washington, D. C. 


Dear Mr. CuarrkmMan: The Vinyl Fabrics Institute is made up of manufac- 
turers of pyroxylin and vinyl coated fabrics as well as unsupported vinv] sheeting 
and currently represents the major national production of these products. 

We are writing in opposition to H. R. 5550, now the subject of public hearings 
before your committee, and we respectfully request that this letter be included ir 
the record of those hearings. 

To understand the real meaning of United States participation in the Organiza- 
tion for Trade Cooperation (OTC), it is necessary to examine also the Genera! 
Agreement on Tariffs and Trade (GATT). One function of the OTC is to admin- 
ister the GATT. OTC therefore cannot be separated from the GATT. 

The GATT includes, among other things, an obligation directed toward the 
continual reduction of tariffs. The end result of such a process is, of course, 00 
duties on imports at all. The assumption of such an obligation gives us muct 
concern. The products of this industry have already undergone considerable 
duty reduction, the impact of which is beginning to be felt in competitive imports. 
The American industry has been for many years highly efficient and highly com- 
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petitive. Additional competition furnished by manufacturers abroad, whose low 
wage rates leave no room for being overcome by greater efficiency here, can only 
serve to impinge upon our market and reduce our employment. The import 
duty is the only thing that stands between us and such unfair competition. 

An effect of this bill is the delegation of tariff cutting authority to an inter- 
national body. This means that a group of nations abroad will assume the business 
of setting United States import duties. This body can hardly be expected to 
have any great interest in or concern for the United States domestic economy. 
Our concern for this is emphasized by the fact that our Nation would have 1 vote 
compared to the other 34 votes of the present GATT membership. 

Both the GATT and the OTC are outfitted with self-amending provisions. As 
presently proposed H. R. 5550 includes no check on the amendment provisions. 
Thus, it would appear that both GATT and OTC could amend themselves to 
assume additional obligations without the Congress being asked to pass on United 
States acceptance of the new obligations. Of course the United States could 
always get out should a dissatisfied amendment be proposed, but the consequences 
of getting out are likely to be quite embarrassing. 

We respectfully urge that the Congress disapprove United States participation 
in OTC and GATT, and reject H. R. 5550. 

Respectfully submitted. 

Pau F. Jonnson, Executive Secretary. 


CONGRESS OF THE UNITED STaTEs, 
House OF REPRESENTATIVES, 
Washington, D. C., March 20, 1956. 
Hon. JERE Cooper, 
Chairman, House Committee on Ways and Means, 
Washington 25, D. C. 


DEAR CHAIRMAN Cooper: I have received the following telegram signed by 
Samuel C. Lukens, president, Boston Wool Trade Association, and Allan C. 
Emery, Jr., president, National Wool Trade Association: 

“We are strongly opposed to passage of H. R. 5550 which authorizes United 
States membership in OTC as an administrative agency of GATT which Congress 
has consistently refused to ratify. The wool textile industry of the United States 
has been seriously injured by imports resulting from tariff cuts made pursuant to 
GATT and membership in OTC will further aggravate our problems. We urge 
you to register our opposition to this most undesirable measure by direct com- 
munication to the chairman of the Committee on Ways and Means.” 

It would be much appreciated if the views of the above associations could be 
made a part of the record. 

Yours sincerely, 
LAURENCE CuRTIS. 


CONGRESS OF THE UNITED STATEs, 
House or REPRESENTATIVES, 
Washington, D. C., March 27, 1956. 
Hon. Jere Cooper, 
Chairman, House Committee on Ways and Means, 
Washington 25, D. C. 

Dear CHAIRMAN Cooper: I have received the following telegram from my 
constituent, William B. Kapplain, president of the Rohmer Wool Scouring Co. 
and Wool Grease, Inc., 149 California Street, Newton, Mass.: 

“For reasons presumably well known to you we are strongly opposed to the 
passage of H. R. 5550. Recommended for your attention and appropriate action 
is National Association of Wool Manufacturers petition to Director, Office of 
Defense Mobilization. Please communicate our feelings in the matter to chairman 
of Ways and Means Committee.” 

It “rn be much appreciated if the above views could be made a part of the 
record. 

Yours sincerely, 
LAURENCE CuRTIS. 
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STaTEMENT OF Lewis R. PaRKeR, PRESIDENT, ALBANY FELT Co., 
ALBANY, N. Y., Marcu 15, 1956 


Mr. Chairman and members of the House Ways and Means Committee, my 
name is Lewis R. Parker and I am president of the Albany Felt Co., Albany, N. Y, 
The Albany Felt Co. is the largest manufacturer of papermakers felts in the 
United States, with plants in New York, Maine, and South Carolina. I appreciate 
the opportunity this committee has given me to express my views in opposition 
to H. R. 5550. 

H. R. 5550 has a deceptive simplicity. It has been described as a bill designed 
solely to permit the United States to join an international administrative organi- 
zation. I believe this to be a misstatement of the purpose and implications of 
H. R. 5550. This bill would lock the United States into GATT since OTC’s main 
function is to administer GATT. The bill is a disingenuous attempt to secure 
congressional approval of GATT’s administrative agency without congressional 
consideration of GATT’s provisions. 

Can you envisage Congress establishing an Internal Revenue Service before it 
had passed—or even considered—the tax laws the IRS would administer and 
enforce? I cannot. Yet this is precisely what the proponents of this bill would 
have you do. 

Secretary Weeks’ Memorandum for the Cabinet stated that OTC “could not 
add to United States obligations under the general agreement.’”’ This, of course, 
is a frank admission that America has ‘‘obligations’”’ under GATT, ‘“‘obligations” 
that neither this nor any other Congress has considered, much less approved. 
It is high time for Congress to examine the ‘obligations’ we have allegedly 
assumed already before helping to set up an agency to enforce them. 

The barest and briefest examination of the provisions of GATT discloses “‘obli- 
gations” which I cannot conceive of this Congress approving. 

For example, since at least 1952 the United States Congress has strictly con- 
trolled and limited trade in essential materials with the Iron Curtain countries. 
Yet, article XI of GATT, which OTC will administer, states flatly: 

“No prohibitions or restrictions * * *, whether made effective through quotas, 
import or export licenses, or other measures, shall be instituted or maintained by 
any contracting party * * * on the exportation or sale for export of any product 
destined for the territory of any other contracting party.” 

One of the Iron Curtain countries, Czechoslovakia, is a contracting party to 
GATT. If words have any meaning, article XI of GATT prohibits the compre- 
hensive system of export licenses and export controls the United States now 
maintains to further its national security. 

Apparently article XXI of GATT permits, for the protection of our security 
interests, the imposition of export controls, relating to: 

(1) Fissionable materials. 

(2) Traffic in arms and ‘other goods * * * carried on directly or indirectly 
for the purpose of supplying a military establishment.” 

(3) Steps taken ‘in time of war or other emergency * * *,” 

Can butter be used for “supplying a military establishment’? Machine tools? 
Copper? Is this a “time of war on other emergency” in the eyes of India, Fin- 
land, Burma, Nicaragua, Luxemburg, etc., each of which countries presumably 
has an equal vote with the United States on such questions under GATT? Should 
not Congress find the answers to these questions before approving H. R. 5550? 

It is, | think, obvious that United States approval of GATT, through partici- 
pation in OTC, could have grave consequences upon our foreign and domestic 
policies, and would help to shift control over these policies from Congress to an 
international organization. 

To move to another field. For 5 years, Congress has weighed the merits of the 
controversial valuation provisions of so-called customs simplification legislation. 
Even now, a bill revising valuation standards is held up in the Senate Finance 
Committee because of serious congressional concern over revised ‘‘valuation” 
standards which in fact lower the level of tariff protection given United States 
producers against low-cost imports. Should Congress fully accede to GATT, 
by setting up OTC to enforce our “obligations’”’ thereunder, the long and intensive 
congressional consideration of valuation legislation will have been a waste of time. 
Article VII of GATT, Valuation for Customs Purposes, sets out valuation stand- 
ards which go beyond the bill presently in the Senate Finance Committee in lower- 
ing the level of United States tariff protection. As a signatory of GATT, the 
United States would ‘recognize the validity of the general principles of valuation 
set forth in * * * this article [VII] and * * * undertake to give effect to such 
principles. * * *”’ If H. R. 5550 is adopted, Congress will be opening the door 
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for GATT and its administrative arm, OTC, to inject themselves into this disturb- 
ing and complex problem which affects the viability of important segments of 
the American economy. 

| had always supposed that the United States Congress was free to enact its 
own antidumping legislation to protect American labor and capital from below- 
cost competition from abroad. This is apparently not the case if we accept OTC 
to enforee GATT provisions. Article VI of GATT sets out clearly what con- 
stitutes dumping and under what circumstances antidumping and countervailing 
duties may be applied by member nations. Indeed, a proposed amendment 
to article VI (which will not be submitted to Congress) makes it mandatory for 
OTC to grant an importing country permission to impose countervailing duties 
on imports to prevent injury, not to its own industry, but to a third country’s 
industry. Thus, for example, under certain circumstances, France might apply 
a countervailing duty against United States shoe exports to prevent injury to the 
shoe industry of Czechoslovakia. Is Congress willing to accept this as a guide- 
post for American policy? 

To move to another GATT provision. Under article IV, the parties to GATT 
“recognize that internal taxes and other internal charges and laws, regulations, 
and requirements affecting the internal sale,purchase, transportation, distribution, 
or use of products * * * should not be applied a or domestic products 
so as to afford protection to domestic production.” Is Congress willing to set up 
OTC as an international bureau to police our internal taxes, our transportation 
system, yes, even the use of products, to make sure that we conform to standards 
established by GATT in which we have only 1 out of 34 votes? 

It borders on recklessness for Congress to approve United States participation 
in an organization designed to administer and enforce an elaborate code of regular- 
tions before investigating and approving the code itself. Should H. R. 5550 be 
enacted, Congress would be abdicating some of its constitutional responsibilities 
over American affairs in favor of an international bureaucracy, OTC. In these 
times of international tension, when we can predict ever-increasing demands upon 
the United States economic resources, it would be improvident to share control of 
vital elements of our economy with an international organization in which our 
vote counts equally with the vote of the Federation of Rhodesia and Nyasaland. 

I have outlined my general objections to H. R. 5550. I also oppose this bill 
as a manufacturer concerned with the most efficient use of the human and material 
resources in my industry. The industry of which the Albany Felt Co. is a mem- 
ber has seen its tariff protection cut and cut again since 1934. The ad valorem 
tariff on our major product, papermakers felts, has been successively reduced 
from 60 to 15 percent under the tariff-cutting policies of former administrations. 
We have lost export markets; our domestic markets are now threatened by im- 
ports from foreign competitors whose labor costs are only one-quarter to one-tenth 
those in the United States. Further tariff cuts on competing imports can only 
exacerbate this situation. 

Congress is now being asked to commit the United States to the GATT pro- 
gram, which is to be accomplished primarily by arrangements and agreements 
“directed to the substantial reduction of tariffs. * * *’ If Congress approves 
this program by adopting H. R. 5550, many American industries, including mine, 
can look forward to a bleak future in which we are afforded no protection against 
cheap foreign labor imports. 

The Albany Felt Co.’s objection to OTC is not directed against an adminis- 
trative body per se but to what that organization represents: a commitment to the 
tariff-cutting philosophy embodied in GATT, whose purpose is to bring about 
substantial equality in living standards among nations by taking from the United 
States and giving to other nations. 

I cannot agree with this philosophy, and, therefore, I cannot support an inter- 
national organization designed to put it into practice. I am compelled, therefore, 
to register my strong objections to H. R. 5550 as a bill designed to obtain tacit 
congressional approval of GATT and all that it stands for. 


New York, N. Y., March 12, 1956. 


Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 
The Textile Distributors of the country doing an annual volume of approxi- 
mately $800 million worth of business strongly oppose H. R. 5550 to“commit us 
to membership in organization for trade cooperation. We support the position 
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to be taken by J. Spencer Love, chairman of the board of Burlington Industries, 
and Roger Milliken, president of Deering Milliken & Co., in behalf of the Na- 
tional Council of Textile Industries and other associations in opposition to said 
bill. Wish that our position be read and recorded in the records at the hearing 
March 15. We believe the bill presently written would allow indirectly and 
through the organization breakdown of protective measures to American indus- 
try in violation of stated position of Congress. Textile industry cannot stand 
such breakdown providing further advantages to foreign producers and greater 
obstacles to American industry and labor. 


Tue TextiLeE Distrisutors Institutes, INc., 
Watrer Ross, President. 


BriEF in Opposition To H. R. 5550, Susmirrep To HousE Ways AND MEAanNs 
ComMITTEE BY W. Ray BELL, PRESIDENT, THE ASSOCIATION OF CoTTon Tex- 
TILE MERCHANTS OF NEW YORK 


This brief opposing enactment of H. R. 5550 is submitted by the Association 
of Cotton Textile Merchants of New York. Our members are large, medium, 
and small firms which market and distribute textiles and textile products in all 
forms in which they are produced by the Nation’s mills, and are sold nationally 
through the United States and for export. The mills represented are located 
in hundreds of communities in the Southern, New England and Middle Atlantic 
States, many of which depend on the textile operations for their economic 
existence. 

H. R. 5550 will be detrimental alike to the sales division of the industry which 
we directly represent, and to the plants themselves. It will injure the entire 
economy of the United States since textiles are one of our greatest employing 
industries. Some 1,200,000 cotton farmers depend on our mills for three-fourths 
of their annual market for fiber; about 1 million textile mill employees find their 
jobs progressively imperiled by conditions which H. R. 5550 would foster and 
nourish; and many segments of the apparel and household goods industries, 
employing some 1,200,000 workers, and comprising our principal customer 
group, are likewise menaced in business continuity and employment. 


The cardinal consideration of our opposition is the simple fact that H. R. 5550 
contributes to a foreign policy of the United States which encourages foreign 
production of directly competitive goods, lowers barriers to their free entry into 
the United States, and sacrifices our markets at home and abroad without reci- 
procity or compensatory adjustment; while at the same time it undermines 
domestic policies of the United States which bind this industry to high costs of 
raw material and labor, and other necessary expenses of production. Since 
there is no technology or efficiency in American productive facilities in textiles 
which cannot be equaled or exceeded abroad, the basic conflict of assisting low- 
cost foreign producers to compete in our markets, and of destroying through 
high cost policies our ability to meet that competition, can be solved only by 
compensatory protective action of our Government. H. R. 5550 will do nothing 
to solve this basic conflict. Instead, it will aggravate it. 

The Organization for Trade Cooperation (OTC) contemplated by this bill is an 
international body designed to administer and police the General Agreement on 
Tariffs and Trade (GATT). In OTC 35 nations have 1 vote each. The United 
States has one vote, and no vote if it is a disputant. Twelve of the thirty-five 
nations are net textile exporters interested in shipping their textiles intot he 
United States. 

GATT, not heretofore approved by Congress, but which would receive at least 
your sanction and indirect blessings by ratification of its proposed new administer- 
ing agency, has established policies over the years which invariably have been 
subversive to the United States textile industry. Repeatedly, at Torquay, at 
Annecy, and at Geneva it has reduced United States textile tariff protection. No 
reciprocal assistance to United States entry into foreign textile markets has ap- 
peared. It has been a one-way street into our home markets and against our 
export trade which has dwindled by 32 percent or a loss of 265 million square 
yards in the past 5 years. 

The policy of GATT is against quotas now existing, such as our quota on raw 
cotton imports, and aginst any new quotas. Since GATT has pared our tariff 
protection to the vanishing point, the necessity for textile quotas has become more 
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and more apparent. Nearly every administrative arm of our Government has 
opposed this necessary relief for our own people, almost exclusively on the basis 
of State Department argument that such protection of our own people would 
offena the nations ee in GATT. et these same nations are unwilling, 
in spite of United States Government pressure, to abolish the quotas and import 
license restrictions which guard their own textile markets. The chief success of 
GATT has been in the giveaway of American home markets to international 
competition. 

seen thrcugh Congress end the possibility that some in the administrative 
agencies may yet realize the plight of the textile industry, our industry has no 
defense against these GATT policies. We are permitieo to make statements to 
Committees on Reciprocity Information, but on every occasion the facts presented, 
and the forecasts subsequently proved true, have been ignored. Our rights are 
bartered away recklessly in GATT assemblies by administrative agents of our 
Government havin, little or no hnowledge of our industry, or voted away by 
foreign nations interested in a bigger slice of our markets. We can initiate 
“escape clause’ actions, but these post mortems will never restore the corpses 
of one division after another of our business. 

OTC would be esteblished to administer GATT. By voting it in, tacit approve! 
or better would be given by Congress to all the agreements past and future made 
under GATT. In our opinion Congress would be surely abdicating its authority 
to regulate trade and commerce of the United States end transferring that authority 
to other nations. Past experience gives us no confidence that American teams 
appointed to GATT will in future heed the necessities of our industry by even 
reising a voice of protest. The structure of OTC-GATT assures us that even 
should they do so, our competitors among the other 34 nations would just vote 
them down. 

As OTC-GATT is generally recognized in our industry for just what it is—an 
agency for reducing our tariff protection and barring us from quota protection—it 
is vitally important that Congress give consideration to the conflict of our foreign 
policy as expressed through GATT with our domestic policies under which our 
home textile industry must operate. 

The major bases of domestic policy bearing on this problem are those (1) of 
Government-supported prices of cotton and quota restrictions on raw cotton 
imports which reserve the home market for the American cotton grower and re- 
quire the domestic mill to pay the highest prices in the world for its raw material; 
and (2) Government minimum wage legislation which requires the domestic mill 
to pay the highest textile wages in the world. In textiles, the cost of cotton is 
roughly one-half the selling price of cloth, and the cost of wages is roughly one- 
half the difference between the cost of cotton and the selling price of cloth. To- 
gether, cotton and labor account for 75 to 80 percent of total cost in the produc- 
tion of textiles. No technological advantage exists for the American mill not 
open to others, and in fact some leading textile producing and exporting countries, 
primarily Japan and India, have virtually new industries from the standpoint of 
equipment, and combine a high technology with the advantages of cheap cotton 
and cheap labor. 

In respect to cotton, whether the Congress established fixed 90 percent of 
parity loans, or flexible parity at 70 to 90 percent, it is certain that United 
States mills will continue to pay the top price, and foreign mills will get foreign 
cotton equivalent to American at 5 to 9 cents a pound less than our mills pay, as 
they now do. In addition, the United States has just sold nearly 1 million bales 
of %-inch cotton to foreign mills at 5 to 8 cents under the cost to home mills 
denying access of home mills to this, even denying it under legislation which would 
permit them to do so if the cloth made from it were exported. 

Furthermore, the Department of Agriculture plans to put its wholly owned 
stock of cotton of all kinds on the world market August 1 next at whatever price 
the world will bid—except that mills in the United States will not be permitted 
to buy this cotton, for they must pay the Government supported price based on 
parity prescribed by law. Neither can the American mill buy foreign cotton, for 
the quota restriction on this holds them down to little more than a few sample 
ra the total being 29,000 bales a year of cotton comparable to American grown 

er. 

American mills are the captives chained to this high cotton cost domestic 
system; foreign mills competing with them are the beneficiaries of our low cost 
Overseas system. 

Again, in wages, the Fair Labor Standards and Walsh Healey Government 
Contracts Acts fix minimum wages in the United States at $1 an hour, and the 
textile products industry here averages $1.42 per hour. Only on March 1 the 
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minimum wage jumped from 75 cents to $1. Against this, textile wages in 
Europe average around 36 cents an hour, in Japan 14 cents, and in India 8 or 9 
cents. 

Here again, American mills are shackled to a high wage cost domestic system; 
foreign mills competing with them are the beneficiaries of the disparity between 
our high standard and their own lower rates of compensation. 

Child labor was eliminated long ago from domestic textiles but abundance of 
cheap juvenile labor still features our deadliest competition. And generally, 
American textile workers are the beneficiaries of all of the things that go into our 
high living standards at home. In many minor areas the disparity between our 
textile industry and those abroad is great, but it is in these vital areas of raw 
material and labor cost where a difference in costs is being widened rather than 
narrowed by the contradiction of our national policies in foreign and domestic 
affairs. 

The record of the American textile industry’s plight in regard to steadliy rising 
imports not only of cloth, but of blouses, shirts, table napery, sheets and pilow- 

towels, and many other items, especially from low-wage, low-cotton-cost 
Japan, is too well known to require recital here. Our imports have risen, our 
exports have fallen, and we are losing day after day more of our home market, on 
which all the millions of people in the textile and related industries depend, to 
foreign goods, priced so low that we cannot hope to compete. 

A continuation of this policy, plus its enlargement by the approaching August 1 
cotton sales, with no assurance yet of protective moves of government to sustain 
this captive industry, requires that our Congress retain in full and without 
equivocation its right and duty to regulate trade and commerce. If it does not 
do this, and turns us over to the mercies of OTC-GATT, it is simply writing off 
the jobs of workers and the opportunities of cotton farmers to sell in their only 
assured high-price market for their product. 

The United States textile industry cannot survive under domestic Government 
policies which set it up as a prime target for the foreign competitor, and Government 
foreign policy which provides the foreign textile producer with the ammunition of 
low cost goods and an open invitation to fire away at that target. Asa first step in 
halting this public sacrifice of one of our greatest industries on the altar of in- 
ternational expediency, we urge that you reject OTC-GATT, the agency of this 
industry’s potential destruction, by disapproving H. R. 5550. 

Time and again, during the past 50 years, the American people, through their 
legislative bodies, have decreed the conditions of employment under which textiles 
and apparel may be legally made and sold in the United States. Child labor was 
banned early in the twentieth century. Sweat shops were condemned by State 
and Federal laws and forced out of existence. Prison-made goods cannot enter 
our commercial markets. Shall it come to pass that these criteria of social and 
industrial progress are to be tossed aside as meaningless in the maelstrom of 
international politics? As a vital part of American standards of living and work- 
ing, these advances are rooted in the expansion and growth of our home markets, 
under conditions of fair and equal competition. It seems unthinkable that the 
Congress would deliberately waive its authority to enforce equalizing measures or 
reasonable limitations on the extent to which unfettered foreign competition can 
supplant domestic producers as suppliers of American textile and apparel needs 
solely through the pyramided advantages of low cost conditions. Passage of the 
proposed bill, in our opinion, would be a long step toward the abandonment of 
this industry to the mercies of an international agency which is fanatically 
devoted to the elimination of American safeguards. 


W. Ray Beut, President. 


LEHIGH VALLEY TexTILE MANUFACTURERS’ ASSOCIATION, 
Allentown, Pa., March 13, 1966. 
Hon. Jere Cooper, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear Str The textile industry in the Lehigh Valley employs over 9,000 
people with an annual payroll in excess of $30 million. This represents almost 
10 percent of the total employment in all manufacturing industries in the area. 
(Based on figures published by the Federal Reserve Bank of Philadelphia in 
cooperation with State and Federal agencies.) 

In recent years, our industry has felt the effects of low-wage foreign competition 
brought about by the continued reduction of tariffs under the reciprocal trade 
agreements program and we view with considerable alarm the bill now before 
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Congress, H. R. 5550, which would commit the United States to become a member 
of an international tariff organization, OTC/GATT. We are alarmed because 
our experience has shown us that foreign manufacturers regard the American 
market as probably the best in the world and if the tariff making powers of the 
Congress are handed over to an international organization in which the United 
States is outnumbered 34 to 1, we can see those 34 votes being registered with 
their eyes on the American market. 

Our apprehension is shared by others in the Lehigh Valley area since the payrolls 
of the textile mills here contribute substantially to the economic life of our com- 
munities. If further inroads by foreign-made textiles are made in the American 
market, the economic life of this area will be seriously affected. Our mills will 
be forced to close down or curtail production, payrolls will dry up, and workers 
will have to be laid off. We and our employees will then be unable to continue 
to purchase the goods ar d services we have bought in the past and other businesses 
in our communities will suffer along with us. 

As an example of the stiffness of the foreign competition we have encountered, 
the following is indicative: 

Yarn dyed silk failles: $2.50 per yard, cost to us for Japanese goods landed in 
the United States, duty included; $3.2410 per yard, cost to make comparable 
goods in the United States. 

This particular fabric was a very important item in local mills, yet today not 
a single yard is being woven due to the price differential. Other silk fabrics have 
suffered the same fate as more and more different fabrics are imported narrowing 
the field of economically possible production every time a new fabric is brought 
into the country. 

Our fabrics are all highly specialized. Our workers are the older craftsmen of 
the industry whose ability to weave Jacquard or other fancy goods has given us 
an opportunity in the past to compete with mass-production items made in the 
South and: other sections of the United States. The Japanese, however, in the 
past few years, are steadily taking away even this market. With their low wage 
scales they are able to reproduce our fanciest fabrics at the price of a plain fabric. 
As we find ourselves outpriced each time, we have been forced to think up new 
fabrics, but we are hard put to it to find something new, as the days go on, which 
we can sell competitively. As an example of what has happened to our industry 
in the past few years under the reciprocal trade agreements program, in 1937 
imports of silk fabrics amounted to 22 percent of domestic production of these 
fabrics, while in 1955, imports amounted to 50 percent of American production 
of these same fabrics. During this same period, domestic production of these 
fabrics declined 72 percent, according to the Bureau of the Census. We foresee 
even more dangerous and annihilating foreign competition if the United States 
becomes a member of OTC as proposed in H. R. 5550. 

We cannot believe the Ccngress as a whole and the Pennsylvania delegation 
in particular will stand by and permit an important manufacturing area such as 
the I ehigh Valley to be further threatened by low wage foreign textiles with which 
we and our employees cannot compete because of our higher standard of living, 
our higher wages, our fringe benefits to employees, and the higher cost of our raw 
material and other items required in the manufacturing of our fabrics. 

To turn te OTC as such, and in addition to our general objections already cited, 
we oppose United States membership in OTC for the following reasons: 

1. Tariff rates and other tariff and import/export policies would be fixed by this 
international body, which would further remove from the hands of Congress the 
right to control foreign competition for the benefit of American citizens. 

2. The already limited and inadequate measures of protection to domestic 
industry from unfair foreign competition, such as the ‘“‘escape clause’”’ procedure, 
would be in danger of extinction. OTC, once established, would be the final au- 
thority on the international plane and could make its own rules extending its 
authority as far as it wished. 

3. Many domestic policies of the United States such as subsidies, quotas, and 
the like would be within the scope authority of OTC in which, as previously 
pointed out, the United States would have only a single vote. 

4. The pattern set by the reciprocal trade agreements program and GATT 
would be strengthened and exploited on an even wider scale by the “legalizing’’ 
of this international trade controlling body. 

We appreciate the opportunity to present our views. We sincerely hope they 
will be of value to the committee. 

Respectfully submitted. 

ALBERT Moaaio, President. 
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TEXTILE SEcTION, 
New York Boarp or Trang, INe., 
New York 7, N. Y., February 21, 1956. 
Hon. JERE Cooper, 
House Ways and Means Committee, 
New House Office Building, Washington, D. C. 


Dear Srr° House bill, H. R. 5550, which you introduced on April 14, 1955, 
has been the subject of careful study by this group which represents companies 
engagec in various phases of the textile industry. The following comments are 
sent for your consideration and with the request that this written testimony be 
incorporated in the record. 

It is the feeling of this organization that however laudable the purposes and 
objectives of the Orgarization for Trade Cooperation (OTC) and the Gereral 
Agreement or Tariffs and Trade (GATT), the scope of both go far beyond orci- 
nary trade matters and invade the domestic economy of the participating nations 
to such an extent that it is impossible to determine the ultimate effect on our 
domestic economy es a whole or for that matter on our very system of private 
enterprise. 

HR. 5550 does not make GATT a part of the bill itself, but it is well under- 
stood that congressional approval of United States membership in the OTC 
carries with it approval of GATT with all of its articles, rules, nme § procedures. 

While it has Some stated that the OTC, as an organization, will be a purely 
administrative body without powers in itself, the fact still remains that it will 
administer GATT as an agreement and will be charged with the responsibility 
of arbitrating disputes and making recommendations and will be endoweca with 
authority to erforce its judyments. The very nature of the GATT-OTC combina- 
tion is such that power is inherent in both, if for no other reason than the combined 
weight of the members acting jointly. 

It is established that GATT, and the OTC as now proposed, are in conflict 
with numerous laws of the United States. Noteworthy among these is our agri- 
cultural program and specifically article 22 of the Agricultural Adjustment Act. 
Also, our laws relative to antidumping, countervailing duties and escape-clause 
provisions are contrary to the provisions of the GATT-OTC. 

One of the most important considerations of all is the question of constitution- 
ality. Two cases on this vital question are presently pending before the courts. 
We submit that if the judicial branch finally holds that the delegation of authority 
is unconstitutional and hence the United States is required to withdraw from 
GATT, both we and the other member nations will be placed in a most difficult 
and embarrassing situation. The damaging effect on our international relations 
would be almost incalculable. This alone should be sufficient to warrant pause 
for thought and further study to determine whether or not some other means not 
fraught with such dangerous implications can be developed to accomplish the 
laudable purpose of promoting international trade. 

A further cause for concerni s the fact that both the GATT and the OTC con- 
tain self-amending provisions and it is impossible to foresee the shape or structure 
that this body might assume in the course of a few years. In other words, the 
United States with only one vote could be heavily outnumbered on any proposed 
amendment relative to any subject and we would then be faced with the alterna- 
tive of either acquiescing or withdrawing and, if the latter, facing the risk of shat- 
tering our international relations. In this connection, it is noted that actions on 
the part of this body would not be directly subject to approval by Congress or the 
governments of any of the nations. 

At the monthly meeting of our section held on February 15, 1956, I, as chair- 
man of the section, was directed to transmit the above comments to you for your 
consideration and to respectfully request that your committee reject H. R. 5550 
and recommend that an effort be made to discover some more feasible method of 
accomplishing the expansion of world trade. 

Respectfully submitted. 

J. Morton Curran, Jr., 
Chairman, Textile Section. 
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Joun B. Stetson Co., 
Philadelphia 22, Pa; February 25, 1956. 
Hon. JERE Cooper, 
Chairman, House Ways and Means Committee, 
House Office Building, Washington 25, D. C. 


Dear ConGrREssMAN: This letter is in protest against H. R. 5550, and is sent in 
triplicate and we respectfully request that it be placed in the record of your com- 
mittee in connection with this bill. 

This bill, with all its implications, can affect our company and the jobs of our 
3,000 workers. The issue is therefore a vital one. 

The control of foreign trade, which is delegated by our Constitution to Congress, 
has almost been completely given over to the State Department, and now this 
final step will officially place the control in the hands of an international body, 
where our Nation will have 1 vote in 35; and incidentally, our 1 vote will have the 
same weight regardless of the contribution we make to world trade or the number 
of people involved. 

The trade agreements, with all their ramifications, exceptions and discrimina- 
tions, have not provided reciprocity, but have already taken 1,000 employees off 
our payrolls and transferred their jobs to people abroad. The endorsement of 
OTC will result in increased sanction against American industry, thus reducing 
our payroll still further. This legislation is the final step in an 8-year scheme for 
international control of world trade. 

I repeat—the issue is vital. The implications of OTC and GATT are great. 
Jobs of our employees are at stake. Certainly your Committee will review GATT 
in conjunction with OTC. A similar bill, International Trade Organization 
(ITO), was overwhelmingly defeated in 1950. OTC should have the same fate. 
I trust you will vote this way. 

If I can be of help to you in this regard, please do not hesitate to call on me. 

Sincerely yours, 
Davip H. Harsnaw. 


CorpaGE LEGIsLATIVE COMMITTEE, 
New York 17, N. Y., March 2, 1956. 
Hon. Jere Coopsr, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington 25, D. C. 


Dear Mr. Coopsr: Cordage Institute, a trade association of the United States 
hard fiber cordage and twine manufacturers, through its legislative committee 
submits this statement in opposition to H. R. 5550 and respectfully requests that 
it be made a part of the record. 

H. R. 5550 calls for the approval of a proposed international body known as 
the Organization for Trade Cosuetasive. Congressional ratification of our par- 
ticipation in this organization would constitute ratification of the United States 
participation in the General Agreement on Tariffs and Trade. 

GATT was entered into by a previous administration under authority al- 
legedly contained in the Trade Agreements Act, as amended. The Congress has 
not been informed as to the terms, obligations, and conditions of GATT. It 
has never considered GATT as to whether it is in accord with the intent of Con- 
gress or within the authority granted in the Trade Agreements Act. 

We respectfully submit that by approval of H. R. 5550 and ratification of the 
General Agreement on Tariffs and Trade the Congress would be agreeing to past 
and continued exercise of a delegation of its constitutional responsibility to 
regulate foreign commerce without knowledge as to how such delegation has been 
or will be exercised. Further, we believe it would be endorsing GATT as it may 
evolve in the future as a result of self-amendatory powers. We therefore urge 
the defeat of H. R. 5550. 

Respectfully submitted, 

DeWirr C. Scureck, Secretary. 
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STATEMENT 


SuBMITTED BY THR THREAD INstTITUTE, INc., New York, N. Y., Marca 13, 
1956, To THE House Ways anp Means Commitree, Re HEARINGS ON 
H. R. 5550 


Although we are not making a personal appearance, on behalf of the thread 
industry, we wish to present the following views to you and your committee for 
its proceedings in respect to H. R. 5550. 

The members of the thread industry deeply appreciate the high purposes and 
motives prompting the endeavors to increase our foreign trade and to aid our 
allies, but they are sincerely apprehensive of the damaging results to American 
industry which would follow if H. R. 5550 is enacted. 

We also wish to associate ourselves with the American Cotton Manufacturers 
Institute in their representation and statement for the cotton textile industry 
before your committee. 

Accordingly we wish to go on record as being opposed to the enactment of 
H. R. 5550, and herewith state in brief the reasons for our position. 

. 


THREAD INDUSTRY COMPOSITION AND CAPACITY 


The thread industry at present is composed of approximately 130 manufac- 
turers with a total of 160 plants located mainly in small towns in over 20 States. 

The Thread Institute is the organized trade association of thread manufac- 
turers in the United States of America and its 60 member companies represent 
over 90 percent of the entire production of the thread industry. 

The industry has produced in recent years an average of approximately 65 
million pounds of thread. The capacity of American plants manufacturing 
cotton, linen, silk, rayon, and synthetic thread products is more than sufficient 
to furnish the requirements of the American market. Any marked increase in 
imports of these products from any foreign countries would reduce the employ- 
ment of American people and the industry as a whole would suffer in proportion. 

The textile industry is worldwide, and the thread industry, as an essential 
branch of it, is also worldwide. Thread can be produced in many other countries 
at much lower costs that is possible in the United States, but the textile industry 
of America, the Armed Forces, and the public, cannot do without thread, and they 
cannot afford:to be the victims of foreign monopoly or whim. 


REASONS WHY THE THREAD INDUSTRY IS OPPOSED TO H. R. 5550 


In the best interests of the American people as a whole, the thread industry is 
opposed to the enactment of H. R. 5550 for the following reasons: 

(1) Passage of the bill would authorize United States membership in the Or- 
ganization for Trade Cooperation, whose function it will be to permanently 
administer and interpret the General Agreement on Tariffs and Trade. One of 
the principal announced objectives of OTC is a continuing reduction of tariffs, 
with the ultimate aim of eliminating all tariffs. We believe that the objective 
of tariffs should be either to raise necessary revenue or to compensate fairly and 
equitably for differing wages and production costs in other countries to the extent 
required to defend and maintain those domestic industries necessary to the 
United States’ welfare in peacetime and defense in times of war. American 
ae are now at their lowest level in our history and among the lowest in the 
world. 

(2) The bill will have the practical effect of transferring control over United 
States tariffs, antidumping laws, subsidies benefiting the United States shipping 
industry, United States agriculture and import quotas from our Congress to an 
international organization of 35 nations in which the United States will have no 
veto, and only one vote. By passage of this bill, Congress would abrogate its 
constitutional obligations to regulate the foreign commerce of the United States. 

(3) Although the United States has been a member of GATT since 1947, it 
has never been submitted to Congress for approval. GATT has been accepted 
only provisionally by all 35 contracting parties. It was made effective in the 
United States by Presidential proclamation. The passage of H. R. 5550 would 
commit the United States irretrievably to GATT without having its ‘“‘substan- 
tive” provisions submitted to Congress and would amount to blanket congressional 
approval of the tenets of GATT. 

(4) Under the new rules of GATT and OTC, overwhelming demands could be 
made on the United States and the other so-called “have” nations. Experience 
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under GATT has shown that the treatment accorded contracting parties has not 
been “reciprocal” by any means, and the so-called ‘‘concessions’”’ granted have 
cost the United States deep cuts in our tariffs. Practically all GATT rules have 
been more honored in their breach than in their observance. 

During the entire history of our country, and especially during the period of its 
association with GATT, we have always attempted to abide by the spirit as wel] 
as by the letter of international rules and agreements to which we have been a 
party. This has not been the case with the vast majority of other countries 
associated with GATT, who, although they may agree to certain tariff reductions, 
are notorious for the manner in which they avoid the effects of their concessions 
by means of import licenses, currency restrictions, quotas, subsidies, etc. If the 
United States approves membership in OTC it might well find itself in the Position 
of being the only nation which, because of its historical pattern of good faith, is 
really bound by GATT regulations insofar as the spirit required for proper opera- 
tion of these rules is concerned. . 

In the revision of the GATT rules in 1955, the United States is placed in the 
subservient pgsition of having to report annually on any modifications effected 
under the “waiver” granted it with respect to any import restrictions and quotas 
imposed under section 22 of our Agricultural Adjustment Act. 

OTC will bave the responsibility for negotiating exceptions to the GATT 
rules and prescribing ‘‘compensatory” penalties, and in so doing will have the 
right to interfere with and impose restraints on the domestic policies and laws of 
the United States. No conclave of delegates to OTC is wise enough to direct 
the pattern of economic development for each of 35 countries. 

(5) The general effect of H. R. 5550 would be to greatly intensify the threat 
of damage to the entire textile and apparel industries and their workers, and 
American jobs and industries will be subject to the decisions of an international 
body, the OTC. We believe our foreign policies and trade decisions should rest 
with our own people, speaking through Congress. 


PRODUCTS OF THE TEXTILE INDUSTRY AFFECTED BY H. R. 5550 


The products of the thread industry may be divided into two general classes 
(a) sewing thread, and (b) threads for handwork. These threads are made of 
cotton, linen, silk, rayon, nylon, and other synthetic fibers. 

The products manufactured by the thread industry are included in schedules 
9, 10, 12, and 13 of the Tariff Act of 1930 (par. 902, 1004 (b), 1204 and 1304). 

In the agreement negotiated at Geneva in 1947, the tariff rates for paragraph 
902 on cotton sewing thread and crochet, darning, embroidery and knitting cot- 
tons were reduced 50 percent, from one-half cent per 100 yards to one-quarter 
cent per 100 yards. 

Almost all of the cotton textile industry’s products are represented by items 
subject to negotiation under the General Agreement on Tariffs and Trade, most 
of which require the use of thread supplied by our industry. Thus a reduction 
in the output of textile finished product manufacturers due to inroads made upon 
them by increased imports, would be immediately reflected in a corresponding 
reduction of domestic thread consumption. This is indicated by the very greatly 
increased imports of apparel during 1955 and the progressively greater imports 
contemplated in 1956. 

Similarly, it is obvious that reductions in the productive activities of the apparel 
industries in the United States will also reduce the markets of the United States 
machinery, chemical and any other supplier industries. 

The cumulative effects of such inroads on our industry will be of substantial 
magnitude and have critical repercussions on this segment of our economy s0 
important in peacetime as well as under war conditions. 


IMPORTANCE OF GEOGRAPHICAL DISTRIBUTION OF THE THREAD INDUSTRY 


Many of the thread manufacturing establishments are located in small towns, 
where their economic importance is a vital factor. In addition to the manu- 
facturing establishments, the industry maintains and operates many depots, 
branches and warehouses in numerous cities and towns throughout the country. 

Payrolls are the backbone of acommunity. The strength of our Nation resides 
in the communities scattered all over the country. Therein lies the value of the 
thread industry and trade in the nation’s economy, providing, as it does, payrolls 
in communities, large and small, distributed over the country. 
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IMPORTANCE OF TARIFF TO THE THREAD INDUSTRY AND THE PUBLIC 


Tariff helps to maintain industries in the United States. Only while there are 
producers of a commodity in this country are prices in this market low and rela- 
tively stable. When the domestic producer is driven out of this market, then the 
foreign producers raise prices. It is a fallacy that tariffs mean higher prices in 
the long run. On the contrary, tariffs give the public the buying leverage they 
require to keep prices competitive and reasonable. Proponents of free trade 
argue that tariff protects industries which pay low wages. They say that any 
industry which is so inefficient as to be unable to compete with foreign producers 
without tariff should shift to other products. Inherent in their thinking is the 
principle that industries in America are expendable. 

It should be noted that in industries such as thread, where there is a high per- 
centage of labor in the cost, there is a constant threat from foreign producers who 
pay lower wages. A most important consideration is the great disparity between 
the wage rate paid to the American operatives and to those who work for foreign 
competing manufacturers. In every case, the wages paid in these foreign countries 
have always been lower than those received by American operatives of comparable 
skill. In the case of France, for example, which is the leading foreign country 
manufacturing cottons for handwork, recent comparisons show that the current 
United States wages are approximately six times those paid in the French textile 
industry. Tariff protection is vital, therefore, for the domestic thread manufac- 
turing industry. 

Textile technology is similar the world over. Similar textile machinery is 
available in all industrialized countries. Where there are more people employed 
abroad to produce a unit of standard goods than are employed in the United 
States for producing the same unit, it is usually because it is cheaper for the foreign 
producers to hire people than to invest in machines. Conversely, our wages and 
the cost of hiring people are so high in the United States, that the incentive is 
much greater in this country to mechanize wherever possible. The problem in 
competition is not confined to wages nor to technology, but is directly related to 
the cost required to produce in this country compared to that in other countries. 
The United States cannot afford to trade away its markets to help some producers 
while injuring other producers. 

CONCLUSION 


Since tariff serves several constructive purposes, the rates of duty should be 
determined in the United states with the interests of this country in mind. In 
accordance with our Constitution, which provides for the fostering of United 
States trade, our tariff system and rates should be worked out through the Tariff 
Commission and the Congress. We recommend, therefore, the abolition of the 
General Agreement on Tariffs and Trade. Because of the complexity of American 
industry and trade, the study of commodities and the rates of cuty, and recom- 
mendations, should be made through the Tariff Commission, which has been set 
up for that purpose. We are convinced that foreign countries would welcome 
the abolition of GATT. It is not wanted any more abroad than it is in the 
United States. It was originally accepted only because it appearec to be import- 
ant to the United States Government and a condition to getting our aid. 

Finally, we would strongly urge that the Congress establish a policy which is 
constructive and broad. Sich a policy should leave the tariff structure to Con- 
gress, rates of duty to the Tariff Commission, and business to business concerns. 
Such a policy should be for the general removal cf the real restrictions to trade 
sll over the worla. It is well known that quotas, embargoes, exchange restric- 
tions, and government trading by other courtries must be modified before normal 
international trade can be restored. The policy of the Urited States should 
foster trade for the good of all producers and at the sacrifice of none. 

tespectfully submitted. 
Davip Snyper, Executive Director. 





1326 ORGANIZATION FOR TRADE COOPERATION 


STaTEMENT OF WILLIAM F. Sutiivan, NoRTHERN TEXTILE AssociATION, Boston, 
Mass., BEFoRE COMMITTEB ON Ways AND Means, House oF REPRESENTA- 
TIVES 


My name is William F. Sullivan. I am secretary of the Northern Textile 
Association, 80 Federal Street, Boston, Mass. This organization represents 
northern textile mills located predominantly in the New England States. 

The textile industry in New England is the largest employer of labor in that 
area, employing over 175,000 workers. Although the industry has suffered 
migration and liquidation, its welfare and stability are still important consid- 
erations in the economy of New England, and any further damage to the industry 
would create severe hardship and losses in each of the states and in hundreds of 
communities. 

Because the industry is one of the largest in the United States as well as of 
major significance to various regions, including New England, the effect of the 
United States foreign economic policy which affects the industry and the employ- 
ment dependent upon it, must be scrutinized with care. 

The effects upon the industry from imports which have resulted from United 
States tariff policy, adequately demonstrates the fact that to this industry mem- 
bership or nonmembership in the Organization for Trade Cooperation is a matter 
of importance and not of theory. 

We are opposed to H. R. 5550 and participation by the United States in the 
Organization for Trade Cooperation. 

The OTC Charter which the United States is being asked to sign, provides 
as its principal function that it ‘shall adminsiter the general agreement and gen- 
erally facilitate the operation of that agreement.” In addition, the charter 
provides that “the Organization shall * * * endeavor to give full effect to the 
provisions of article I of this agreement.’’ Article I states that the OTC is estab- 
lished ‘‘to further * * * the achievement of the purposes and objectives set 
torth in the General Agreement on Tariffs and Trade.’”’ The purposes and objec- 
fives of the general agreement include the substantial reduction of tariffs, the 
elimination of quotas and other devices which are necessary to protect domestic 
investment and employment in the textile and other industries from low wage 
foreign goods. 


By means of ingenious drafting the anh, purpose of the charter has to be 


traced from article III to article I of OTC and thence to a number of articles 
in the GATT. 

From the foregoing it is apparent that should the United States sign the “‘agree- 
ment on the OTC” it would assume the obligation, in conjunction with other 
participating nations, of the administering and generally carrying out the general 
agreement as it currently exists and as it may be amended from time to time. 
The United States would, if a party to OTC, pledge itself morally and legally by 
congressional action to the accomplishments of all the purposes and objectives 
of the GATT as it may be interpreted from time to time. This includes, among 
others, the substantial reduction of tariffs, the elimination of quotas (art. XI 
and the elimination of export subsidies (art. X VI). 

The “agreement on OTC” also provides under article XII, Administration 
in General, that is functions “shall include the taking of decisions * * * in any 
ease in which such action is required or appropriate to carry out the purposes 
of the general agreement.” 

These provisions taken together make it clear that by signing this agreement 
the United States would obligate itself not only to the General Agreement on 
Tariffs and Trade, but also to the enforcement of decisions taken by the Organi- 
zation. 

The general statement in article III-D of the OTC that no decision of the 
assembly or any subsidiary body of the Organization “shall have the effect of 
imposing on a member any new obligation” does not alter the broad obligations 
specifically assumed if the United States signs the OTC. 

The power of the Organization to make decisions and interpretations is best 
described by George Bronz, a proponent of OTC and a member of the United 
States delegations to various conferences on ITO and GATT, writing in the 
January 1956 Harvard Law Review: 

“Tt would have been more candid to recognize that the power to define obli- 
gations differs only in shadowy degree from the power to impose obligations. 
Whether this mumbo jumbo will attract any support for GATT from the consti- 
tutional critics in Congress remains to be seen; none of them have been known as 
low-tariff advocates.” 
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A matter not specifically mentioned in the proposed ‘‘agreement on OTC” but 
which is implicit, is that the meaning of the Agreement itself will be interpreted by 
the assembly or a subsidiary body of the Organization in which the United States 
will have only one vote. If the assembly or a subsidiary body construe the 
GATT or the ‘‘agreement on OTC” in a manner contrary to United States 
interpretation, the United States would, nevertheless, be bound. 

Statements by witnesses before this committee as to the interpretation of 
GATT or OTC are, at best, educated guesses. As to the meaning of these am 
biguous documents, GATT and OTC, if the United States becomes a member 
of OTC the Congress is thereafter powerless and interpretation by the ITO 
Assembly will be conclusively binding on the United States. It should be noted 
in this connection that the “agreement on the OTC’”’ makes no provisions for 
withdrawal of a member nor is its term limited in any way. 

It is respectfully submitted that if the Congress should authorize signature on 
the “agreement for OTC” it would henceforth be bound by that instrument as 
interpreted and applied, and also by the GATT as interpreted and applied and 
as amended from time to time. 

Even if the United States were to accept the OTC, Congress would not exercise 
our single vote but would delegate it to a representative of the State Department. 

The chances of the best interests of the United States prevailing under the 
OTC is extremely remote. A State Department representative would not be in 
a position to properly balance the conflicting economic and human interests which 
exists within the United States. However well intentioned, he would have neither 
the time nor the opportunity to know, assess, and measure the many vital factors 
in our domestic economy. Congress alone has the responsibility for such func- 
tions and is the best assembly yet devised to consider, measure, and resolve these 
interests. To turn this function over to an individual or group of men primarily 
interested in foreign political and economic matters would inevitably cause 
economic chaos in this country. 

Even if such a group*of men were endowed with the superior intelligence and 
wisdom to reach the best decisions from the United States point of view, theirs 
would be a single voice among many in the Assembly of the Organization. The 
chances of reaching the best results for the United States are infinitesimal under 
such an organizational arrangement. 

We in the textile industry are always vulnerable in trade matters to the unfair 
low-wage competition of foreign producers. In the past few years we have had 
little suecess in preventing the invasion of our markets by such producers, but 
so long as we have the opportunity to go to the United States Congress for relief 
we are not wholly destitute and we shall continue the struggle to protect the 
interests of ourselves and of the hundreds of thousands of workers in the industry. 

United States signature on OTC would make the Congress powerless to prevent 
the spread of unemployment and losses caused by imports in an industry such as 
ours. The duties and responsibilities of Congress on vital matters affecting 
domestic welfare should not be surrendered either to an executive branch of the 
Government or to a world economic organization. 


STATEMENT SUBMITTED BY Marx Lewis, GENERAL SECRETARY-TREASURER OF 
THE UnitepD Hatters, Cap aND MILLINERY WoRKERS INTERNATIONAL 
UNION 


The United Hatters, Cap and Millinery Workers International Union, repre- 
senting approximately 40,000 workers employed in the men’s hat, cap, millinery, 
and allied industries, submits this statement through Marx Lewis, its general 
secretary-treasurer, in opposition to H. R. 5550, which proposes membership of 
the United States in the Organization for Trade Cooperation. As an organization 
whose members have been, and are now, the victims of the importation of products 
made by impoverished and pauperized workers abroad, we view with alarm the 
enactment of legislation which we are convinced would, first, create futher damage 
to the economic conditions of our members and, second, make more difficult than 
has been the case in the past the securing of remedial action through our own 
agencies. 

The proposed bill is represented by its proponents, which include the adminis- 
tration, seven of whose Cabinet members have appeared in support of the bill, 
as a harmless measure. It would, they state, alter in no respect powers already 
available to the members of GATT. 
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Before examining these claims more closely, it may be well to recall that this 
measure in many respects insofar as its general objective is concerned bears 4 
striking resemblance to a measure which once before was presented to Congress 
and withdrawn when the full import of its purposes was revealed. 

The previous attempt was made in 1950, when after a series of internationa| 
conferences lasting several years—conferences with which Congress had nothing 
to do— a proposal was presented to the House Committee on Foreign Affairs and 
the Senate Foreign Relations Committee for the creation of an Internationa! 
Trade Organization. After hearings were held in April and May of that year, 
the House Foreign Affairs Committee refused to report this proposal which came 
to Congress in the form of an executive agreement. The President subsequently 
withdrew his request for approval from Congress. The ITO was apparently dead. 

The organization makeup of OTC is in many respects identical with the one 
which was proposed in ITO. OTC would have an assembly, an executive com- 
mittee, a director-general, and a secretariat. It could, if it so chose, vote itself 
into affiliation with the United Nations as a specialized agency and, more im- 
portantly, the United States would under OTC have, as proposed in ITO, just 
one vote. 

OTC differs from ITO in that the former does not contain some of the provisions 
contained in the latter. The reason, however, for that is that GATT has already 
acquired, indirectly and without sanction of Congress, some of the powers which 
were originally set forth in ITO. 

OTC is intended to do at least two things: One, acquire the remainder of the 
powers needed to complete what ITO originally intended to accomplish and, two, 
to give, also indirectly, legitimacy to GATT. 

This is how GATT is to be legitimatized: 

Article 1 of the OTC states that the organization is ‘‘established to further * * * 
the achievement of the purposes and objectives set forth in the General Agree- 
ment on Tariffs and Trade.” Later it says that the Organization shall endeavor 

Ps full effect to the provisions of article 1,’’ to which reference has been 
made. 

Congress, in approving OTC, would confirm United States membership in an 
organization which would effectuate purposes and objectives which Congress had 
not approved. 

In this connection, it is important to bear in mind that what we are now called 
upon to approve is very unlike anything which was contemplated when, in 1934, 
our country embarked upon its reciprocal trade program. Congress, in the 
reciprocal trades agreement, delegated certain authority to the President to 
enter into trade agreements in which tariff rates might be raised or lowered as 
much as 50 percent. There was nothing to indicate at the time that what would 
emerge would be an agency such as GATT. Nor was it foreseen that out of what 
appeared to be a very narrow delegation of power there would develop a tremen- 
dous number of rules and arrangements which are playing havoc with some of our 
industries, particularly the smaller ones, such as ours. 

In view of that experience, we feel that extreme caution should be exercised 
before we become part of an agency in which the United States will be just | 
member out of the 35 members who constitute the assembly. We should, under 
these circumstances, make doubly certain that we do not go beyond the point of 
no return. 

In determining the extent of the danger that may be involved it is not necessary 
to rely on past experience alone. There are other grounds sufficient to confirn 
our doubts and fears. They are to be found in the arguments that have been 
presented by some of the proponents of the bill. 

While on one hand the proponents of the measure urge its passage on the grounds 
that it is harmless and will do nothing other or more than create machinery for 
the enforcement of policies already in being, some of these advocates and th 
press which consistently supports our present foreign-trade policies maintail 
that the enactment of this bill is a vital and indispensable step toward a further 
liberalization of our foreign trade policies. 

Thus, the Honorable Sinclair Weeks, Secretary of Commerce, and one of the 
seven Cabinet members who appeared before the committee in support of the 
bill, stated that he supported OTC as a practical measure for gaining a further 
reduction of tariff barriers. 

It may not be relevant to this discussion to determine the extent to which this 
country ‘has reduced tariff barriers or the extent to which other countries, by ® 
series of devious but effective devices, have succeeded in erecting barriers of their 
own while we were reducing ours. 
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But it is relevant in a study of this legislation to point out that if it is intended 
to secure a further reduction in tariff barriers, what makes it so trivial and 
insignificant as not to be worth giving much thought to it? 

And if it is intended to accomplish that purpose, why not consider the subject 
of tariff reduction, which it is designed to accomplish, on its merits, instead of 
having that objective achieved, as GATT was achieved, by indirection, either 
without Congressional approval or the approval of legislation which bore no 
relation to the aims sought to be achieved. 

There are also other reasons why we feel that claims made by the advocates of 
the bill that what it proposes is of no great moment are without merit. 

For example, OTC would pass on interpretations of GATT rules and recommen- 
dations and do so by a two-thirds vote. That is supposed to be its principal 
function. But it is by no means an insignificant one. The power to interpret 
has long since been recognized as a power which could be used far beyond the 
scope originally contemplated. The power to interpret has often been used to 
legislate. Lest it be forgotten, when such interpretations are made the United 
States will be just 1 member out of the 35 members who constitute the assembly. 
The two-thirds would make the decision. Moreover, it is assumed that this body, 
like other bodies similarly constituted, will have authority to amend its own rules. 
In doing so, it can acquire, as other agencies of a like nature have done, powers 
which can be utilized to regulate trade and impose conditions which in the past 
had to be determined by our own Congress. 

It has been argued that considerable protection against any serious changes in 
the structure or powers of the OTC is to be found in the fact that OTC will not 
have power to amend the general agreement (GATT). We believe that this 
safeguard is of doubtful value since GATT has adequate power to amend itself 
without the approval of our Congress. It exercises such power now. It has 
amended itself from time to time. This provision, while adding nothing to the 
powers which GATT already exercises, cannot be relied on to afford any protection 
against further changes. 

It has also been maintained that article 3 (d) of the OTC prevents the imposition 
of any new obligation upon a member if the member has not agreed specifically 
to undertake it. This could possibly be a safeguard against a material extension 
of OTC’s powers and a corresponding diminution of the rights of members but, 
unfortunately, the bill in its present form does not require congressional approval 
of any new obligation the United States might be asked to agree to. In the 
absence of a requirement of such congressional approval it would be possible for 
the State Department to accept a new obligation. The eagerness which the 
State Department has displayed whenever issues of this type arose in the past 
leads us to doubt the effectiveness of this provision as a safeguard. 

Finally, it is said in support of H. R. 5550 and of our membership in OTC, that 
in the event we find membership uncongenial we are free to withdraw. 

Legally, such withdrawal is possible. As a practical matter, however, with- 
drawal from an arrangement in the formulation of which we played an important 
and perhaps decisive part and to which we have come to be committed as a result 
of all that we have done in the past to further liberal trade policies would be 
difficult. It would expose this country to the charge that it has betrayed the 
principles which it had all along professed and repudiated the obligations which 
it had assumed. 

One need only recall the criticism which was visited upon this country whenever, 
for reasons which our Government considered good and sufficient, it withdrew 
concessions previously made. This condemnation came not only from abroad 
but also from those here who consistently supported the policies our country had 
pursued and who regarded any change designed to perserve our industries as 
treachery to our liberal trade program. This condemnation even came in cases 
where the withdrawal of a concession previously made was justified by our 
Government on the ground that it was required as part of our national security 
program. 

We have deliberately refrained from entering upon a discussion of our foreign 
trade policies as such although it is quite evident from the testimony, both pro 
and con, that what is really at issue here is our foreign trade policy and the 
extent to which we are prepared to go to create machinery that will further deprive 
= Congress of the right which our Constitution gives it to determine any such 
policies. 

We consider the step proposed in H. R. 5550 one of the most serious departures 
from our traditional and constitutional procedures. 

For the reasons set forth we hope that your committee will reject H. R. 5550. 
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Unitep TextrLe WorRKERS OF AMERICA, 
Washington 5, D. C., March 12, 1956. 
The Hon. JERE Cooper, 
Chairman, Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear CoNnGREsSSMAN Cooper: H. R. 5550 proposes that the United States join 
The Organization for Trade Cooperation (OTC) as a member nation. 

The OTC would administer the General Agreement on Tariffs and Trade 
(GATT) and carry out its purposes and objectives. Among the latter are the 
progressive reduction of tariffs and the elimination of import quotas and other 
trade barriers. 

In a very real way this would take control over the tariff and over import 
quotas out of the hands of Congress and deliver it to the State Department. 
The State Department, in turn, would share this control with 34 other countries, 
i. e., the other members of GATT (General Agreement on Tariffs and Trade), 
The United States would have one vote. 

This removal of Congress from its control over the regulation of our foreign 
commerce is a dangerous proposal so far as employment in our textile industry 
is concerned. Imports have increased by leaps and bounds in recent years and 
particularly since the signing of the trade agreement with Japan in 1955. 

The low wages prevailing in Japan give the Japanese a competitive advantage 
over us that is impossible to meet. Wages are about one-tenth of those paid in 
this country; but Japanese textile machinery is not that much less productive 
than our own. Japan has installed much modern machinery and can outsell us 
not only in our own market but in other markets of the world. The result has 
been that in very recent years Japan has become the leading textile exporter in 
the world and the United States fell to fourth place. 

While we recognize the need of helping Japan in order to enable her to make 
her way economically, the record shows that she has already made great headway 
in the textile field and we see no justification in sacrificing our industry altogether 
to Japan. Yet that is precisely what will happen if we are prevented from using 
import quotas because of GATT and the OTC. ; 

Approval of OTC would mean approval of GATT at the same time, even though 
GATT has never been submitted to Congress and is not before Congress now. 

There is a provision in GATT that pledges members, including this country, 
not to establish or maintain import quotas. If we have a quota now, as we have 
on raw cotton and several other agricultural imports, we are under agreement to 
eliminate them as soon as we can. If we do not now have a quota we have agreed 
not to establish one. The only exception is for agricultural products, in which 
case we may cut imports in the same proportion as we cut back our own produc- 
tion. Industrial products do not fall under this exception. An import quota on 
textiles would be in violation of GATT. 

We are already a member of GATT but not by congressional ratification. 
Therefore, the commitment not to establish a quota is not binding on Congress. 
However, should Congress approve the OTC it would confirm the GATT and with 
it the ban on import quotas. We would be left without any hope of a remedy. 

Yet an import quota on textiles is the only way of meeting the serious threat 
posed by Japanese competition. Tariff rates are not only inadequate but were 
recently reduced. They would have to be raised to levels considered exorbitant 
to produce any effect; and if the rates were thus raised it would give our whole 
market over to Japan by cutting out other countries. 

Therefore, the quota is the better remedy and we do not want this avenue of 
relief closed to us by any such action as is proposed in H. R. 5550. We want 
Congress to continue to exercise its power to regulate our foreign commerce 
instead of approving control of it by a foreign agency. 

Accordingly, we urge the Ways and Means Committee to reject the proposal 
by refusal to report favorably on H. R. 5550. 

Respectfully yours, 
ANTHONY VALENTE, 
International President. 


Unitep Mine WorKERS OF AMERICA, 
Charleston 25, W. Va., March 14, 1966. 
Hon. JERE Cooper, 
Chairman of Ways and Means Committee, 
House of Representatives, Washington, D. C. 
Dear Str: You have before your committee for consideration H. R. 5550, 8 
bill to approve United States membership in the Organization for Trade Coopera- 
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tion. If passed, this bill will take regulation of our foreign commerce out of the 
hands of Congress, lodge it first in the Department of State and then in the 
Organization for Trade Cooperation. 

The United Mine Workers of America, district 17, is opposed to this legislation 
and if this bill is reported out of your committee we hope it will be reported out 
unfavorably. 

Yours sincerely, 
R. O. Lewis, 


President. 


CHARLES A. NEAL, 
Vice President. 


R. R. Humpsreys, 
Secretary- Treasurer. 


UnitED MINE WorKERS OF AMERICA, 
Midland, Mich., March 12, 1956. 
Congressman JERE COoPER, 
Chairman, House Ways and Means Committee, 
House of Representatives, Washington, D. C. 


Dear CONGRESSMAN Cooper: Be it resolved, that we, the members of local 
12075 district 50, United Mine Workers of America, assembled this 6th day of 
March 1956, in Midland, Mich. oppose H. R. 5550 and urge our duly elected 
Representatives and Senators to oppose this legislation on our behalf. 

Sincerely yours, 
Cari J. MitcHe.., President. 


RESOLUTION 


Whereas our national tariff and foreign trade policy vitally affects the pros- 
perity of our wage earners and farmers, the stability of our economy and our 
national security; 

Whereas it is in the national interest that Congress maintain close control and 
supervision over such vital areas of national policy, especially in view of the fact 
that powers for the maintenance of such control are specifically vested in the 
Congress by the Constitution; 

Whereas much of this control has been removed from Congress without its 
specific consent or the consent of the American people and has been assumed 
by the Department of State of the executive branch by virtue of its having com- 
mitted the Government of the United States to trade and tariff negotiations 
under international accord called the General Agreement on Tariffs and Trade; 

Whereas H. R. 5550, a bill now pending in Congress, which threatens to weaken 
still further the control of Congress and the American people over the national 
tariff and foreign trade policy of the United States by authorizing United States 
membership in a new international organization to be called the Organization for 
Trade Cooperation; 

Whereas congressional approval of H. R. 5550 would imply congressional 
approval of the General Agreement on Tariffs and Trade without making con- 
gressional approval of the General Agreement on Tariffs and Trade an overt issue. 


To.epo, Onto, March 9, 1966. 
Leo H. Irwin, 
Clerk, Committee on Ways and Means, 
House of Representatives, Washington, D. C.: 


Please refer to our telegram of February 21 and your letter of February 20, 
1956, and be advised that our request to testify before Committee on Ways and 
Means, March 13, 1956, against bill H. R. 5550 (OTC) be canceled, as it will 
be impossible for me to appear on that occasion due to organization and glass 
industry obligations. However, in interest of American handmade glassware 
industry and the jobs of the skills crafts and the thousands of other workers, 
members of the American Flint Glass Workers’ Union of North America, who 
have already been exploited by the State Department in trade bargaining with 
other nations, we wish to protect, at least, what is left of one of our own country’s 
oldest industries. We therefore register vigorous protest against passage of 
H. R. 5550 (OTC) and urge that the committee support H. R. 8954, introduced 
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in the House by Representative Lanham of Georgia, which provides for regula. 
tion of imports by quotas. 
AMERICAN Fiint Guiass Workers’ 
Union oF NortH AMERICA, 
Harry H. Cook, 
International President. 


STATEMENT OF LYNNE A. WARREN, FOR THE AMERICAN FiNE Cuina GuILp, Inc. 
BEFORE THE HovusE OF REPRESENTATIVES COMMITTEE ON WAYS AND MEavs. 
WasuHineTon, D. C. 


Mr. Chairman, and members of the committee; my name is Lynne A. Warren 
of 39 Broadway, ‘New York City. I am counsel to and secretary of the Americar 
Fine China Guild, Inc., and I appear in opposition to the passage of H. R. 5550, 
The members of the guild are: 


Castleton China, Inc., of New Castle, Pa., makers of Castleton china dinner. 
ware. 

Flintridge China Co., of Pasadena, Calif., makers of Flintridge china dinner- 
ware. 

Gladding, McBean & Co., of Los Angeles, Calif., makers of Franciscan china 
dinnerware. 

Haviland & Co., Inc., of New York City, who market Haviland—made in 
America china dinnerware. 

Lenox, Inc., of Trenton, N. J., makers of Lenox china dinnerware. 

Onondaga Pottery Co., of Syracuse, N. Y., makers of Syracuse china dinner- 
ware. 


The manufacture of china dinnerware, by its nature, does not readily lend itself 
to mechanized production and accordingly, many human hands are necessary 
I would conservatively estimate that at least 60 percent of any dollar received by 
those companies goes directly to labor. This condition alone makes this industry 
vulnerable to foreign competition, especially from Japan, West Germany, and the 
United Kingdom—all of whom produce and export china dinnerware similar t 
that made by the guild. 

Our best information is that the Japanese china dinnerware worker receives 
less than 20 cents per hour, the West Germany and United Kingdom worker 
around 60 cents per hour, and the American worker around $1.72 per hour. It 
is no wonder that the foreign manufacturers are thus able to undersell the mem- 
bers of the guild. 

Each of the guild members has a substantial number of employees and is 4 
respected addition to the community in which it is located. 

Je view the pending legislation as tending toward further reductions in tariff 
and an unwarranted delegation of the powers of Congress. We thus urge that 
it be rejected. 

The American fine china industry is and has been suffering from foreign com- 
petition by reason of price alone. it cannot stand much more. 

The dozens sold by the guild in 1955 are down 27% percent from those sold 
in 1950. 

Foreign imports are on the increase. From information from the Tariff Com- 
mission, we have the following (these include earthenware and kitchen articles 
besides fine china, although a substantial part is fine china): 


9 months 
1955 


1953 1954 








Dozen Dozen yee os 
United Kingdom 443, 000 434, 000 
West Germany 533, 000 552, 000 
Japan...__- 3, 936, 000 5, = ro 4, 195, 


Other countries , 56, 000 48 


4, 968, 000 6, 267, 000 5, 154, 00 


When you consider that the guild members sold about one-tenth as mat 
dozens as the foreign importers brought into the United States in 1955, it is quit e 
evident why the guild is against anything which will liberalize our tariff policies. 
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SraTEMENT OF CALIFORNIA Fisa CANNERS AssoctaTION, INC., TO THE WAYS AND 
Means COMMITTEE OF THE House Or REPRESENTATIVES ON H. R. 5550 


The California Fish Canners Association and its division, The Tuna Research 
Foundation, are unalterably opposed to H. R. 5550, which provides for ratifica- 
tion of the Organization for Trade gm oe (OTC) and a consequent implied 
approval of the General Agreement on Tariffs and Trade (GATT). 

The members of the California Fish Canners Association process approximately 
85 percent of all domestically produced canned tuna and virtually all of the canned 
mackerel, pilchard sardines and anchovies processed in the United States. 

The reasons prompting our opposition are as follows: 

1. Our unsatisfactory experience with reciprocal trade agreements legis- 
lation which provided the State Department excuse for adherence to the 
GATT and now OTC. 

2. The set-aside of the constitutional requirement that Congress regulate 
the foreign commerce of the United States. 

While, technically, trade agreements legislation is not at issue in consideration 
of H. R. 5550, the Reciprocal Trade Agreements Act of 1934 and its subsequent 
extension provided the avenue through which the Department of State usurped 
the authority of Congress to regulate this Nation’s foreign commerce through 
adherence to the GATT. The experience of the domestic canned tuna industry 
with this legislation and with the GATT has heen all bad. It started during the 
war year of 1943 when our State Department negotiated two bilateral trade 
agreements—one with Mexico, which produced virtually no canned tuna; the 
other with Iceland, which did not then and does not now, catch tuna, process it, 
or consume it. The first of these trade agreements—that with Mexico—reduced 
the tariff on tuna canned in oil from a rate of 45 percent ad valorem to 22% 
percent, the maximum permitted by statute. 

This country then was at war with Japan, the chief exporter of tuna canned in 
oil to the United States, more than half our tuna clipper fleet had been conscripted 
by the Navy to serve as auxiliary vessels, and the wartime demand for high 
protein food far exceeded our ability to meet it. 

With the conclusion of the war and the rehabilitation of Japanese tuna fleets 
and shore installations, exports of canned tuna were resumed, only now at half 
the tariff rate previously levied. In June 1950 Mexico abrogated this trade agree- 
ment and the tariff returned to its 45 percent level as a result, but effective 6 
months later. During this period, imports of canned tuna from Japan flooded 
into this country in such quantities as to completely demoralize the market and 
plunge the domestic industry into a depression from which it took 2 years to 
recover. 

And now comes the real villain of the piece in the form of the second of the 
two aforementioned trade agreements—that with Iceland. This placed tuna 
canned in substances other than oil in a basket category and reduced the rate of 
duty from 25 percent ad valorem to 12% percent. This gave the Japanese 
producer the loophole he was seeking through our most-favored-nation policy, 
and he soon diverted his production from tuna eanned in oil to the same tuna 
canned only in water and salt—or brine. Now his rate of duty became 12% 
percent ad valorem instead of the 45 percent previously levied. As a result, 
imports of canned tuna from Japan climbed to 1,500,000 cases per year from the 
5-year prewar average of 337,000 cases. This was accomplished through price 
cutting and underselling made possible by this tariff reduction. 

A prime ease, one would say, for the operation of the escape-clause provision 
of the Reciprocal Trade Agreements Act, and an action to invoke the eseape 
clause was started promptly before the United States Tariff Commission. A 3 
to 2 decision denied relief on the basis, of all things, that the imported product 
of tuna canned in brine was not competitive with the domestic product of tuna 
canned in oil because it was sold at a substantially lower price level, which was 
made possible largely through the very reduction in duty. 

The efforts of the domestic canned tuna industry then were directed through 
Government channels toward securing an import quota on canned tuna. We 
were met at every turn with the statement that nothing could be done because 
4 quota would violate our international commitments to the GATT not to impose 
import quotas. 

_ These commitments were made by the Department of State without authoriza- 
tion by the Congress whose constitutional obligation is to regulate our foreign 
commerce and, though in effect since January 1, 1948, have never been submitted 
to Congress for ratification. 
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Where escape-clause action failed and pleas for a quantitative limitation on 
imports of canned tuna fell on deaf ears, we importuned the State Department 
and the then President Harry S. Truman to cancel that portion of the Icelandic 
Trade Agreement which was found applicable to tuna canned in brine. This, 
we felt, was an entirely logical request. The trade agreement was bilateral and 
since Iceland had not the faintest interest in tariff concessions on tuna canned 
in brine, there could be no repercussions there. The mumbo-jumbo of bureau- 
cratic language finally convinced us of little hope in this direction. 

Then came the high point in a long record of complete indifference to the prob- 
lems of a basic domestic industry. With the domestic tuna canning industry in 
one of the most critical periods in its history, with canner inventories stacked 
up at 50 percent greater than any previous period, with the fishing fleets tied up 
at the docks—their holds full of tuna and no unloading date in sight—with red 
ink splattered on balance sheets from one end of the industry to the other, the 
State Department negotiated in June of last year a trade agreement with Japan 
reducing the tariff on tuna canned in oil from 45 percent ad valorem to 35 percent 
Also, in an inspired moment, it bound the duty on tuna canned in brine at 12}; 
percent ad valorem with a limitation that renders it inconsistent with the Ice- 
landic Trade Agreement covering the same item. This, of course, means a re- 
negotiation of the Icelandic Trade Agreement, not on the basis originally requested 
by us to afford some measure of protection, but rather to strip us further of our 
ability to meet the growing flood of canned tuna imports. 

For 10 years the State Department has sought to possess itself of the power of 
Congress over tariffs and trade. It has pursued this program so diligently and 
without regard to the Constitution that to all intents and purposes it now is the 
dominant branch of our Government in formulating and directing our tariff and 
trade programs. Foreign trade policy has now become the tool of diplomacy. 
American business and the jobs of American workers become the pawns in the 
game of international politics. The game not always is played well for our side. 

The Congress has been placed in an almost untenable position. On the one 
hand, it is charged with the regulation of our foreign trade policy. On the other, 
the very exercise of this obligation for the benefit of the American people could 
place this country in the position of acting in bad faith through repudiation of 
commitments, wholly unauthorized, vet valid in the understanding of other 


nations. Congress appears to be in the curious e osition of needing to reaffirm 


an authority it has never relinquished since the Department of State neglected 
to amend the Constitution. It merely usurped the authority. 

Now, what manner of administration has characterized State Department 
stewardship of our foreign trade policy? Mind you, the people within the State 
Department who are charged with this administrative function were not elected 
by the people, they made no political race on a platform of policy, they have no 
mandate from nor are they responsive to the electorate. They are, however, 
dedicated to the proposition of whittling away at any means of protecting do- 
mestic industry until it stands defenseless before the onslaught of expanding 
imports. They actually legislate through international agreement without re- 
gard to changing economic conditions, political climate or the will of an elected 
Congress. 

And now comes the same group—not in forthright manner to ask the Congress 
to approve the international agreement known as GATT, apparently under the 
assumption that Congress has no right to question its unauthorized activities 

carried on for the last 10 years. They now are asking authority in H. R. 5550 

to commit the United States to the OTC, to administer an agreement never 
authorized. They are asking Congress to complete its abdication over authority 
to regulate foreign commerce. They are asking for deliverance of the hope of 
American industry for protection into the hands of a supranational group in 
which we have one vote against 34. 

The California Fish Canners Association, because of its sad experience under 
the reciprocal] trade agreements program, is determined to use every legal means 
available to restore the regulation of foreign commerce to the place where it 
rightfully belongs—the Congress. To this end, one of our members has instituted 
litigation now pending in the Customs Court challenging the constitutionality 
of the Trade Agreements Act of 1934 and subsequent extensions. 

For all of the foregoing reasons, we are unalterably opposed to H. R. 5550. 

Respectfully submitted, 

CHARLES R. Carry, 
Executive Director. 
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STATEMENT OF THE CANNERS LEAGUE OF CALIFORNIA FAVORING UNITED STATES 
PARTICIPATION IN THE ORGANIZATION FOR TRADE COOPERATION 


The Canners League of California favors the President’s proposal that the 
United States participate in the Organization for Trade Cooperation, as set 
forth in H. R. 5550. The Canners League of California, an unincorporated 
nonprofit trade association, whose membership represents on the basis of volume 
of pack 83 percent of the fruit and vegetable canning industry in California, 
believes that OTC will provide for more efficient administration of the General 
Agreement on Tariffs and Trade. 

Those interested in GATT have long recognized the need for an adequate 
secretariat on a full-time basis to administer GATT, in place of the present 
system under which administrative functions had to be carried out by borrowing 
administrative personnel from various agencies and governments on an ad hoc 
basis for intermittent and temporary assignments. The league believes OTC as 
an administrative annex to GATT will provide a continuing, experienced adminis- 
trative machinery with capacity to regularize procedures and carry on mechanical 
functions in between the infrequent meetings of the signatory member nations. 

According to the agreement setting up OTC, we understand safeguards have 
been provided to prevent OTC from exercising any policymaking functions, 
reserved exclusively for GATT members. The provision specifically covering 
this point reads as follows: 

“The Organization shall have no authority to amend the provisions of the 
General Agreement; no decision or other action of the assembly ! or any other 
subsidiary body of the Organization shall have the effect of imposing on a mem- 
ber any new obligation which the member has not specifically agreed to undertake.” 

It is the opinion of the league that the California fruit and vegetable canning 
industry, including both growers and processors, has a vital stake in world trade. 
Recognizing this, the league on behalf of its members has aggressively promoted 
the marketing of California canned fruits and vegetables in whatever foreign 
markets were available. As part of this program the league recently employed 
a director of foreign trade, who is devoting his full time and energies to stimu- 
lating exports of canned fruits and vegetables. 

It is the firm belief of the members of the league that the reciprocal trade 
program has stimulated the expansion of our world trade. The league, therefore, 
has actively supported enabling legislation, most recently urging passage of 
H. R. 1 extending the Reciprocal Teohe Agreements Act for another 3 years. 
Moreover, the League has favored the general principle of negotiating tariff 
concessions within the stated congressional limitations, through the medium of 
the general agreement on tariffs and trade, believing that this system — of 
multilateral agreements has an enormous advantage in stability and simplicity 
over the old method of negotiating bilateral agreements or baving no trade agree- 
ments whatsoever. The league so stated its position in this matter in a letter 
to the Committee for Reciprocity Information, dated October 15, 1954, prior 
to the Geneva meeting at which a thoroughgoing review of GATT was made 
by the signatory nations. Now, the league believes establishment of OTC is 
another step in the direction of stimulating our world trade since it will streamline 
further the functioning of the machinery of GATT in effectuating our reciprocal 
trade policy. 


STaTEMENT Recarpine H. R. 5550, Suspmittep By Tosacco Associates, INC., 
Wasuinaton, D. C 


Approximately 400,000 farm families in the States of Virginia, North and South 

Carolina, Georgia, Florida, and Alabama produce flue-cured tobacco. Most of 
these families depend almost entirely on the income from tobacco production for 
their livelihood. 
_ Approximately one-third of the flue-cured tobacco produced in the United 
States is exported. This means that the flue-cured tobacco farmers have a large 
stake in international trade. Any action taken by the United States which 
affects adversely United States foreign trade also affects adversely the flue-cured 
tobacco producers. Conversely, any action on the part of the United States 
which affects favorably our foreign trade benefits flue-cured growers. 


' The assembly consists of al] the contracting parties of GATT. 
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At the last annual meeting of the membership of Tobacco Associates which 
was held in Raleigh, N. C., on March 6, 1956, the following resolution was adpoted: 

“Whereas more than one-third of the total flue-cured tobacco produced in the 
United States is exported; and 

“Whereas the value of flue-cured tobacco exported annually amounts to $250 
to $300 million; and 

‘Whereas the level of flue-cured tobacco exported from the United States is 
affected by the level of international trade between free countries; and 

“Whereas the General Agreement on Tariffs and Trade is an internationa! 
instrument which has been used effectively for several years in] promoting and 
increasing international trade; and 

‘‘Whereas there is a definite need for the establishment of a permanent inter- 
national organization to handle the administrative affairs connected with the 
General Agreement on Tariffs and Trade; and 

‘‘Whereas such an organization has been proposed and recommended to the 
United States Congress by the present administration: Now, therefore, be it 

‘Resolved, That we, as the membership of Tobacco Associates, Inc., representing 
the producers, warehousemen, and leaf exporters of flue-cured tobacco and the 
bankers, merchants, and fertilizer manufacturers in the flue-cured producing 
area, recommend and urge that the United States Congress enact legislation that 
will permit the United States to accept membership in such an organization 
Such legislation is now before the Congress in the form of H. R. 5550.” 


NortHWEst HorricutTurRAL COUNCIL, 
Yakima, Wash., March 23, 1956. 
Re H. R. 5550. 
Hon. JERE Cooper, 
Chairman, House Committee on Ways and Means, 


New House Office Building, Washington, D. C. 


DEAR CONGRESSMAN: Apple and pear growers of Washington and Oregon 
oppose passage of H. R. 5550. 

These growers, through the Northwest Horticultural Council, have consistently 
supported the principle of multilateral trade and have supported the reciprocal 
trade program, and extensions, in the belief that they would be instruments for 
expanding world trade, including offshore business in United States fruits and 

roducts. 

7 The GATT has failed. Prewar, export trade in United States fresh fruits and 
products was third in the list of all United States agricultural exports—and first 
in the export of foodstuffs. In that period exports of Pacific Northwest apples 
amounted to 28 percent of total commercial production; fall and winter pears, 
44 percent. That trade has shrunk to a point far, far below those percentages— 
far below the clear potentialities of our foreign markets if we were permitted 
access by countries capable of granting access to our fruits—and far below our 
dependence on the world market. Why? Because, importantly: 

The GATT has mishandled the principles of multilateral trade. The United 
States has generally complied with its obligations under the GATT whereas 
foreign countries too frequently negated the concessions in duties on fresh fruit 
by the imposition of arbitrary barriers such as licensing, quotas, seasonal restric- 
tions and complete exclusion. Such action has been taken by foreign countries 
at the behest of their protectionist-minded growers under the guise of dollar 
shortages. Also, as foreign countries have approached convertibility, and the 
excuse of dollar shortage became unavailable, they have continued to discriminat: 
against us by utilizing the waiver and exemption clauses of the GATT in order 
to escape their obligations to give fair treatment to United States growers. The 
recent waiver to Belgium is an example of this. 

Belgium’s dollar balance approached the point where United States fruit 
could no longer be discriminated against for balance of payment reasons. To 
avoid granting competitive access to United States fruit, Belgium recently 
obtained a waiver through GATT under which United States apples, pears, and 
some other fruits are denied access until March 15 in the case of apples and 
February 15 for pears. . 

France, again this season, by unilateral action, discriminated against and barrec 
United States apples and pears until a date so late in the season that it:was im- 
possible to arrange for refrigerated steamship space. Withholding of licenses or 
of a quota for perishable fruits until it is impossible to make arrangements for 
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shipping does not constitute good faith in international trade. These are two 
very recent examples of the way the United States fruit industry has been dis- 
criminated against under GATT and evidence the failute of GATT to accomplish 
the claimed purposes. Many others could be cited. 

When countries have evidenced a willingness to permit entry of our fruit, entry 
has invariably been on their terms. Thus their action has related not primarily 
to the GATT obligations, but instead, has constituted a unilateral determination 
on their part, always imposing upon us, as an initial step, the burden of proof as to 
why our fruits should be allowed access to their markets. 

We suggest that the Congress, before passing on OTC (H. R. 5550), first con 
sider the record and the policies and procedures established by the GATT, and, in 
the first instance, either approve or disapprove of the GATT both as to principle 
and as to operation. 

In opposing H. R. 5550 we wish to have it clearly understood that we are not 
doing so aS a member of a protectionist group. Our Pacific Northwest fruit 
industry favors multilateral trade, if it is properly administered soas to be truly 
reciprocal. 

So long as foreign countries avoid their obligations under the GATT, through 
one device or another, and until they demonstrate that they are complying with 
their GATT obligations, we see no reason for the United States to assume the addi- 
tional responsibility of membership in OTC and expose our area’s fruit export 
interests to further and permanent discriminatory treatment. 

We therefore oppose passage of H. R. 5550. 

Yours very truly. 
ERNEST FALK, Manager. 


STATEMENT OF A. P. Kina, Jr., PRESIDENT OF TEXAS INDEPENDENT PRODUCERS 
AND Royatty OwNneERS ASSOCIATION IN OpposiTION TO H. R. 5550, THE BILL 
CALLING FOR UNITED STATES MEMBERSHIP IN THE ORGANIZATION FOR TRADE 
CoopERATION (OTC) 


Mr. Chairman, gentlemen of the committee, following is a statement which | 
file on behalf of the approximately 5,000 independent oil and gas producers and 
royalty owners who comprise the membership of the Texas Independent Producers 
and Royalty Owners Association, which statement we request be included in the 
record of hearings on H. R. 5550. 

We believe that United States membership in an Organization for Trade Co- 
operation (OTC), as provided in H. R. 5550, is contrary to the best interests of 
the oil industry no less than to the Nation as a whole. 

OTC, as we understand it, would provide permanent procedures for administering 
the General Agreement on Tariffs and Trade (GATT) and furthering its principles 
and objectives. It would, in addition, (a) sponsor tariff-cutting negotiations, 
b) facilitate intergovernmental consultations on international trade questions, 
c) study questions relating to world trade and commercial policy and make recom- 
mendations thereon, and (d) collect, analyze! and publish international trade 
statistics. Making its own rules of procedure, the OTC assembly by majority 
vote could decide questions which are reserved for the Congress of the United 
States by the Constitution. 

In our judgment, H. R. 5550 if adopted would have the effect of placing Con- 
gress for the first time in approval of all multilateral trade agreements and trade 
procedures negotiated by the State Department under the general authority 
of the so-called Reciprocal Trade Agreements Act. It would constitute for the 
first time unequivocal confirmation of the unconditional most-favored-nation 
policy which we believe to be contrary to any worthy foreign trade objectives. 

Adoption of H. R. 5550 would rule out the possibility for promotion of truly 
reciprocal trade policies, by which is meant the granting of concessions to those 
countries which do not discriminate against our goods and discriminating against 
those which do. Under the unconditional most-favored-nation policy, domestic 
markets are opened to goods from all sources irrespective of the willingness of those 
source countries to practice reciprocal] trade. 

Under the so-called principle involved defense amendment to the Trade Agree- 
ments Extension Act of 1955, the Congress declared in effect that it is our national 
policy to give adequate import protection to domestic industries which are essen- 
tial to the national defense. Security under this provision is made paramount. 
rhe sanctioning of OTC, we believe, might have the effect of nullifying this im- 
portant national policy. 
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This is true both because H. R. 5550, amounting to a ratification of GATT 
and the multilateral trade agreements negotiated under it (a) would render 
impractical the use of either quotas or tariffs in protecting vital home industries 
and (b) would in effect make it impossible or impractical for this Government to 
restrict imports from unreliable sources unless it did likewise for sources which 
cannot be relied upon in time of emergency. 

Because defense is paramount, our Government must not relinquish its right to 
impose restrictions on imports from some sources while permitting an unrestricted 
flow from others—which right would be denied if the multilateral unconditiona! 
most-favored-nation principle were incorporated into law. For example, it is 
obviously contrary to the national interest for the United States to become de- 
pendent upon unreliable Middle East for any major portion of its oil. Conse- 
quently, to whatever extent necessary, our Government must retain the privilege 
of admitting imports from reliable sources while excluding it from regions such 
as the Middle East. 

We believe that the State Department in negotiating the International Trade 
Organization (ITO), later GATT, and now OTC, and in negotiating multilatera| 
trade agreements under GATT, actually engaged in international agreements 
which under the Constitution could be entered into only in the form of treaties. 
The Congress repeatedly has seen fit in its wisdom to decline to approve either 
ITO or GATT. Through OTC the Congress is asked to give blanket approval 
for negotiations and international agreements which were conducted outside the 
authority vested in the Executive, either by the Congress or by the Constitution. 

To approve H. R. 5550 would be not only to endorse all previous negotiations 
under GATT, but would in fact be blanket authorization to the State Department 
through OTC to go further as it may see fit in removing jurisdiction over foreign 
trade policy from Congress where the Constitution placed it. 

However good may be the intentions of departments of the executive branch of 
our Government, we do not believe the Congress of the United States should be 
further subordinated to the executive. To avoid this it is necessary that Congress 
retain its constitutional right to regulate foreign trade on a year-to-year basis, 
and not be committed for indefinite periods of time by international agreements 
over which it has no control. 

Inasmuch as approval of OTC would amount in our judgment to an amendment 
to the Constitution, its proponents should seek, instead of congressional sanction, 
a constitutional amendment remov ing jurisdiction over foreign trade policy from 
the Congress and placing it in the hands of the executive or such international 
bodies as the executive may see fit. 

Negotiations leading to OTC were taken under the Trade Agreements Act 
passed in 1934, the purpose of which was to expand markets for our export goods 
(by increasing our imports often of foreign goods competitive with domestic 
production). An inadequate safeguard was provided in the Trade Agreements Act 
to protect home industries from excessive goods from abroad. But because the 
State Department is concerned, as it must be, with international affairs rather 
than domestic interests and is tradjtionally insensitive to injury to home industries, 
control by it of our foreign trade policy has resulted in the furthering of interests 
of some mass production and other export industries at the expense of industries 
such as petroleum. 

Under the Trade Agreements Act, some 29 bilateral agreements were negotiated 
between 1934 and the Geneva Conference in 1947. However, with the Geneva 
Conference the bilateral system was abandoned in favor of the multilateral sys- 
tem, the effect of which is to lay open our domestic market to goods from all 
countries whether or not they reciprocate by allowing our exports access to their 
markets. 

In the past 20 years our average tariff on dutiable items has been reduced from 
a little over 50 percent during the 1931-35 period to slightly over 12 percent 
today—a full 75 percent cut. As a result of the sharp reductions in our tariff 
rate, the United States is today one of the lowest tariff countries in the world, and 
practices almost none of the other trade restrictions so common to other industria! 
nations. 

With respect to petroleum, oil and defense tariffs which at the beginning of th: 
act were grossly inadequate have been reduced by 50 percent. 

It should be noted that the oil industry has contributed far more toward any 
worthy objective of free trade than other domestic industries. Since 1947 the 
United States has changed from a net oil exporter to a net importer. Each y ear 
net imports have been approximately 100,000 barrels per day greater than thos¢ 
of the previous year. 
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loday, despite Cabinet committee recommendations and the best military 
judgment available, excessive imports of foreign oil continue to make the United 
States ever more dependent upon foreign sources which may not be accessible in 
times of greatest need. More than 18 percent of our domestic market is filled by 
imports today, much of it from the highly unstable Middle East region. 

This percentage vastly exceeds the percentage of the domestic market relin- 
guished by most other American industries, underscoring the point that oil has 
contributed more than its fair share to freer trade objective. 

In terms of reciprocity, oil has few peers. Domestic independents being injured 
by the currently excessive rate of oil from abroad would willingly agree to pro- 
tection no greater than that placed on imports by the average other industrial 
nations in whose interest we are asked to joia in the internationalizing of trade 
olicies. 

Because oil is the No. 1 munition of war, it qualifies for protection under the 
defense amendment to the Trade Agreements Extension Act of last year. How- 
ever, despite the fact that imports continue to exceed the maximum level con- 
sistent with the national security, as determined by the Cabinet committee study 
and recommended by the Congress, no action has been taken under that authority. 
If OTC is passed, no action under the defense amendment seems likely, nor will 
it be practical for Congress to reassert its authority over tariffs and trade in time 
to prevent complete dependence upon foreign sources for this vital defense item. 

Unless unreliable foreign oil is to be accorded a role in filling domestic demand 
far in excess of that level which our Government has indicated to be the maximum 
consistent with the national security, almost 50 billion barrels of crude petroleum 
will have to be added from domestic sources in the next decade to meet minimum 
requirements for the national security. The average annual rate of discovery 
will have to be increased from approximately 3 to approximately 5 billion barrels. 

This responsibility cannot be fulfilled by the domestic industry if foreign oil is 
to be accorded a privileged position in filling domestic demand. In short, America 
will soon be dependent for its No. 1 one munition of war upon an area which 
can easily be denied her in time of greatest need. 

Thus at a time when our security and that of the free world demands the early 
and emphatic enforcement of the defense amendment to the Reciprocal Trade 
Act of last year, Congress is asked to consider a bil] which would have the effect 
of rendering it meaningless. 

For these reasons, we respectfully recommend that OTC be disapproved by 
Congress and that the congressional intent of the last session—that oil imports 
be held to the 1954 ratio to domestic production—be reasserted in whatever 
manner required to assure that defense objective. 

Thank you. 





APPENDIX 


THE PRESIDENT’S MESSAGE REQUESTING ENACTMENT OF 
LEGISLATION AUTHORIZING UNITED STATES MEMBER- 
SHIP IN AN ORGANIZATION FOR TRADE COOPERATION 


Tae Wuire Hovss, 
Augusta, Ga., April 14, 1956. 
To the Congress of the United States: 

The United States continuously seeks to strengthen the spiritual, 
political, military, and economic bonds of the free nations. By 
cementing these ties, we help preserve our way of life, improve the 
living standards of free peoples, and make possible the higher levels 
of production required for the security of the free world. With this 
objective in view, I recommended to the Congress in my message cf 
January 10, 1955, the enactment of legislation designed to promote a 
healthy trade expansion and an increased flow of private capital for 
economic development abroad. 

Consistent with that broad purpose, the United States over the 
past 7 years has participated in the multilateral trade agreement 
known as the General Agreement on Tariffs and Trade. ‘This key 
element in the Nation’s foreign economic policy has been carried on 
under the authority vested in the President by the Congress in the 
trade agreements legislation. After several months of intensive review 
of the trade rules in the General Agreement, the United States and 
33 other participating countries last month agreed upon certain revi- 
sions of those rules. A new instrument was also drafted which would 
set up a simple international organization, to be known as the Organi- 
zation for Trade Cooperation, whose purpose is the administration of 
the General Agreement. 

I should like to recall the circumstances that gave rise to the 
General Agreement and this country’s participation in it. I should 
also like to stress some of its benefits to us which justify the continued 
existence of the General Agreement and United States membership in 
the Organization for Trade Cooperation. 

The economic and political dislocations produced by World War II 
jeopardized, in the postwar years, the reestablishment of healthy, 
expanding international trade. Many countries had little to export 
and lacked the means to buy the products of other countries. Wide- 
spread resort to restrictions on imports and to discriminatory bilateral 
trade arrangements threatened a return to economic isolationism and 
narrow channels of government-directed trade. There was a great 
need for cooperative efforts to reduce unjustifiable trade restrictions 
and to establish a set of principles, mutually beneficial to the free 
nations of the world, for the reconstruction of world trade. 

In this state of world affairs, the United States and a group of 
friendly nations negotiated a series of tariff agreements among them- 
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selves. They also negotiated a set of trade principles or rules to 
protect the tariff concessions. These tariff agreements and trade 
rules were incorporated in a multilateral trade agreement, the Genera] 
Agreement on Tariffs and Trade. 

The trade rules consist basically of provisions which this Nation, 
since 1934, has incorporated in bilateral trade agreements to protect 
our interest in the tariff concessions granted to us in such agree. 
ments. They provide, for example, that tariff concessions should not 
be nullified by the imposition of other restrictions; that quantitative 
restrictions should not be imposed on imports; that trade restrictions, 
when used, should be nondiscriminatory as between countries; and 
that concessions granted to one country should be extended to like 
products of other countries in accordance with the unconditional 
most-favored-nation principle. 

To provide the degree of flexibility required to meet the varying 
needs of participating countries, the General Agreement provides for 
specific exceptions to the basic rules. Under certain circumstances 
waivers may be granted to countries to depart from these basic rules. 
The United States has obtained such a waiver to restrict imports of 
agricultural products on which we have Government programs. 

The General Agreement through the trade rules and the tariff nego- 
tiations sponsored under it, has served well the purpose for which it 
was designed: the orderly expansion of international trade. Thirty- 
four countries, whose trade accounts for nearly four-fifths of the world’s 
total trade, are now participating in this cooperative effort. World 
trade has expanded at a rapid rate, and for many countries foreign 
trade now represents a higher ratio to total output of goods than in 
the prewar years. 

An important benefit to this country results from participation in 
multilateral trade negotiations under the General Agreement. Doing 
so makes it possible for us to obtain more tariff concessions on our 
exports than would be forthcoming from bilateral negotiation. This 
country, as a party to the multilateral agreement, obtains benefits 
from concessions which other countries would be unwilling to nego- 
tiate except in a multilateral undertaking. 

Some measure of the value of these multilateral trade agreement 
negotiations to the United States is indicated by the fact that we 
have been able to obtain concessions covering about 50 percent of 
value of our exports. 

Another advantage to this country, through our participation in 
the General Agreement, has been manifest during the past 2 years. 
Restrictions on the part of other countries against dollar imports 
are permitted under the trade rules for genuine balance of payments 
reasons, and as the balance of payments position of other countries 
has improved, we have been able to persuade them to relax such 
restrictions. Between 1953 and the beginning of 1955, 10 Western 
European countries had removed quantitative restrictions on dollar 
imports amounting to about 60 percent of such imports. Since the 
beginning of this year additional restrictions have been removed. In 
the absence of the General Agreement it would be more difficult to 
persuade these countries to relax such controls. We are thus moving 
toward full realization of the tariff concessions that have been granted 
our exports since 1948. It is the policy of this Government to utilize 
the consultative procedures of the General Agreement to press for the 
discharge of these commitments for the benefit of our foreign trade. 
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In addition to the general relaxation of restrictions on dollar im- 
ports that has been accomplished, we have been successful in persuading 
other countries to remove discriminatory restrictions against imports 
of particular dollar goods. This Government has protested the in- 
consistency between the discriminatory action in those cases and 
the principles of the General Agreement. Certain discriminatory re- 
strictions have thus been removed on imports from this country of 
such items as coal, apples, cigarettes, lumber, potatoes, textiles, auto- 
mobiles, tobacco, petroleum, wool, and motion pictures, 

A further important contribution of the General Agreement to the 
extension of trade is the assurance against wholesale increases in tariff 
rates in export markets. Our exporters, therefore, can proceed with 
their plans for sales in markets abroad with a greater degree of cer- 
tainty as to tariff rates. Participating countries may, of course, 
consistently with the trade rules, raise tariff rates in individual cases 
where serious injury to domestic industry is threatened. 

The revised General Agreement has been thoroughly reviewed within 
the Executive Branch of the Government. I believe it has been 
improved and strengthened. It protects the legitimate interests of 
this country and provides a firm basis for orderly trade expansion 
among the free nations of the world. The necessity for the United 
States to restrict imports of agricultural products with regard to 
which we have Government programs is fully recognized. The right 
of this country to protect the legitimate interests of its industries 
and labor is clearly provided for. The rules of trade regarding the 
imposition of discriminatory import controls have been tightened and 
should assist in the efforts to remove and to prevent discriminatory 
restrictions against United States exports. The spirit with which 
the participating countries cooperated in the task of review and 
revision of the General Agreement was heartening and augurs well for 
its future vitality. 

The United States and the other participating countries concluded 
on the basis of 7 years’ experience that the organizational provisions 
of the General Agreement should be changed to provide a continuous 
mechanism for the administration of the trade rules and the discussion 
of mutual trade problems. Under present arrangements these 
activities are confined largely to the annual sessions of the parties 
to the Agreement. The participating countries therefore have pro- 
posed to set up an Organization for Trade Cooperation for more 
effective administration of the trade rules and related activities. 

The Organization for Trade Cooperation would be established by a 
separate agreement among the participating countries. In addition 
to administering the General Agreement, it would provide a mechanism 
through which arrangements for trade negotiations cou!'d be facilitated.. 
It would also serve as a forum for the discussion of trade matters and 
for the amicable adjustment of problems involving the trade rules. 
The Organization would have no supranational powers. It would 
conduct no trade negotiations; this would be done by the countries 
who choose to participate in the negotiations and to whatever extent 
they choose, 

The United States delegation which took part in the revision of the 
General Agreement was specifically instructed to reject all efforts to 
expand the functions of the new organization into fields other than 
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trade. One measure of the success of the negotiations from the 
standpoint of the United States is the fact that the proposed Organi- 
zation for Trade Cooperation is thus limited in its functions. Its 
effectiveness, in my judgment, will be enhanced by the fact that it 
has such specific and limited responsibilities. 

I believe the reasons for United States membership in the proposed 
Organization are overwhelming. We would thus demonstrate to the 
free world our active interest in the promotion of trade among the 
free nations. We would demonstrate our desire to deal with matters 
of trade in the same cooperative way we do with military matters in 
such regional pacts as the North Atlantic Treaty Organization, and 
with financial matters in the International Monetary Fund and in the 
International Bank for Reconstruction and Development. We would 
thus cooperate further with the free world, in the struggle against 
Communist domination, to the greater security and the greater 
prosperity of all. 

Such action would serve the enlightened self-interest of the United 
States. As a member of this Organization we could work more 
effectively for the removal of discriminatory restrictions against our 
exports. We could help establish conditions favorable to converti- 
bility of currencies. We could further the expansion of markets 
abroad for the products of our mines, our farms and our factories. 
We could assist in the development of conditions conducive to the 
international flow of investment capital so urgently needed to expand 
production throughout the free world, especially in its underdeveloped 
areas. 

Failure to assume membership in the Organization for Trade 
Cooperation would be interpreted throughout the free world as a 
lack of genuine interest on the part of this country in the efforts to 
expand trade. It would constitute a serious setback to the momentum 
which has been generated toward that objective. It would strike a 
severe blow at the development of cooperative arrangements in 
defense of the free world. It could lead to the imposition of new 
trade restrictions on the part of other countries, which would result 
in a contraction of world trade and constitute a sharp setback to 
United States exports. It could result in regional realignments of 
nations. Such developments, needless to say, would play directly 
into the hands of the Communists. 

I believe the national interest requires that we join with other 
countries of the free world in dealing with our trade problems on a 
cooperative basis. 

I herewith transmit copies of the agreement providing for an 
Organization for Trade Cooperation, and I recommend that the 
‘Congress enact legislation authorizing United States membership in 
that organization. 

Dwiaut D. E1sENHOWER. 

Tue Wuirte Houssg, April 14, 1955. 
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MEMORANDUM PREPARED BY HON. SINCLAIR WEEKS, 
SECRETARY OF COMMERCE, ON THE FACTS ABOUT 
THE OTC 


THe SECRETARY OF COMMERCE 
WASHINGTON 
\femorandum for the Cabinet. 


Tue Facts Asovut tHe OTC—TuHe OrGaAnizaTION For TrRApDE 
CooPrERATION 


I. WHAT IS OTC? 


The OTC would be an organization composed of government rep- 
resentatives from 35 countries, including the major trading nations of 
the world. 

Its major job would be to administer the General Agreement on 
Tariffs and Trade, in which the United States has been participating 
for a number of years. 

H. R. 5550 would authorize the United States to join the proposed 
OTC. 

ll. WHAT OTC CANNOT DO 


OTC would be exclusively an administrative organization. It 
could not add to United States obligations under the General Agree- 
ment. It could not abridge the powers of the Congress with respect 
to customs or import duties. It could not make tariff concessions or 
modify in any way the United States tariff structure. 

OTC would not be supranational in any respect. It could not impose 
obligations on its members. Its method would be persuasion. It 
could not impair in any way the sovereignty of the United States. 


Ill NEED FOR OTC 


OTC, by attacking measures which discriminate against United 
States exports and limit the benefits of tariff concessions made to us, 
would help make our trade agreements truly reciprocal and would 
facilitate expanding markets abroad for United States industry and 
agriculture. 

Today the General Agreement has no regular administrative ma- 
chinery. Its business can be conducted, therefore, only at inter- 
mittent conferences—this time loss and inefficiency is hurtful to all 
participating nations. For example, in April 1954 France specially 
taxed imports from the United States and other countries. With 
OTC the United States could have had prompt action—without it 
we had to wait for nearly a year until the cumbersome ad hoc ma- 
— of the General Agreement could be brought to bear on the 
problem. 
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OTC is therefore indispensable if we are to resolve currently the 
many issues constantly arising in day-to-day trade among nations. 

OTC would also provide a forum for discussion and solution of 
other world trade problems, each government remaining entirely free 
to adopt or reject OTC recommendations. 

OTC would also have the important function of assembling and 
publishing valuable data on worldwide trade movements and trends. 


IV. OTC WOULD INCREASE UNITED STATES BENEFITS FROM THE GENERAL 
AGREEMENT 


Today a number of political, military and financial groupings 
strengthen the free world and advance American interests abroad. 
Among these are: 

NATO (North Atlantic Treaty Organization) 

SEATO (Southeast Asia Treaty Organization) 

IMF (International Monetary Fund) 

IBRD (International Bank for Reconstruction and Develop- 
ment) 

Each of these international agreements has an administrative or- 
ganization to make it effective. The General Agreement does not 
and, therefore, is reduced in value to the United States and every 
other participating nation. With Soviet economic activities on the 
increase, the United States must strengthen its cooperation with 
free nations in the trade field. OTC is essential to this end. 


V. UNITED STATES GAINS FROM THE GENERAL AGREEMENT 


The General Agreement is a multilateral trade agreement among 
35 trading nations, including the United States. It is the principal 
instrument for promoting internationally those trade policies which 
have been the United States’ own objectives for many years. 

The one major difference between the General Agreement and 
United States policy was eliminated in 1955 when the participating 
countries gave the United States a broad waiver to impose import 
quotas unilaterally on agricultural products as required by our 
domestic agricultural laws. 

Under the General Agreement many reciprocal tariff reductions 
have been negotiated and the benefits guaranteed to all members 
including the United States. 

The General Agreement encourages the abolition of quotas and 
import licenses injurious to American enterprise. Between 1953 
and 1955, 14 Western European countries removed quantitative 
restrictions on more than 60 percent of dollar imports. 

Through the General Agreement, Belgian and German restrictions 
on imports of United States coal have been almost entirely eliminated, 
rapidly expanding our coal exports. Previous bilateral discussions 
between the United States and these countries had failed to accomplish 
this reduction. 

Through mediation under the General Agreement international 
commercial disputes such as one between India and Pakistan involving 
jute and coal have been amicably settled. 

Closer trade cooperation among members of the General Agreement 
has strengthened the Western alliance. 
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VI. SUMMARY 


A. The United States has been party to the General Agreement for 
eight years. 

B. The OTC, the Agreement’s administrative organization, is 
absolutely essential if United States agriculture, labor, “and industry 
“~ to receive maximum benefits from the General Agre ement. 

. OTC could not reduce United States tariffs, increase United 
jaa obligations under the General Agreement, or impair United 
— sovereignty in any way. 

Adoption of H. R. 5550 authorizing United States participation 
in = OTC is in the national interest. 


(s) StIncLatrR WEEKS. 





H. R. 5550, 84TH CONGRESS, 1ST SESSION 


A BILL To amend the Tariff Act of 1930 with respect to the administration of 
the Genera! Agreement on Tariffs and Trade 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That part III of title III of 
the Tariff Act of 1930, as amended (relating to foreign-trade agree- 
ments), is hereby amended by inserting after section 350 the following 
new section: 

“Sec. 351. (a) The President is hereby authorized to accept 
membership for the United States in the Organization for Trade 
Cooperation provided for in the Agreement on the Organization for 
Trade Cooperation drawn up by the Contracting Parties to the 
General Agreement on Tariffs and Trade at their ninth session and 
opened for acceptance at Geneva on March 10, 1955. 

‘“‘(b) There is hereby authorized to be appropriated annually to the 
Department of State— 

‘*(1) such sums as may be necessary for the payment by the 
United States of its share of the expenses of the Organization for 
Trade Cooperation as determined in accordance with article 9 
of the agreement referred to in subsection (a); and 

‘‘(2) such additional sums as may be necessary to pay the 
expenses incident to participation by the United States in the 
activities of the Organization for Trade Cooperation, including— 

““(A) the salaries of the United States representative or 
representatives and alternates, and appropriate staff, without 
regard to the civil-service laws and the Classification Act of 
1949, as amended; 

‘“‘(B) amounts for services as authorized by section 15 of 
the Act of August 2, 1946 (5 U.S. C. 55a); and 

““(C) such other expenses as the Secretary of State deems 
necessary to participation by the United States in the 
activities of the Organization.” 
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ARTICLE-BY-ARTICLE 


ARTICLE-BY-ARTICLE ANALYSIS 


Part I1—GENERAL 


ARTICLE 1 


The Organization for Trade Co- 
operation (hereinafter referred to 
as “the Organization”) is hereby 
established to further, as provided 
for in the General Agreement and 
herein, the achievement of the 
purposes and objectives set forth 
in the General Agreement on 
Tariffs and Trade (herein referred 
to as “the General Agreement’’). 


ARTICLE 2 


The Members of the Organiza- 
tion shall be the contracting par- 
ties to the General Agreement. 
Governments which become or 
cease to be contracting parties to 
the General Agreement shall be- 
come or cease to be Members of 
the Organization. The Organiza- 
tion may, by a two-thirds majority 
of the votes cast, invite govern- 
ments which are not or which cease 
to be contracting parties to the 
General Agreement to participate 
in such activities of the Organiza- 


75018—56——_86 


—ESTABLISHMENT 


Article 1 establishes the Organi- 
zation for Trade Cooperation to 
further the achievement of the 
purposes and objectives set forth 
in the General Agreement on 
Tariffs and Trade. Such _ pur- 


poses and objectives relate to the 
freeing of international trade from 
artificial barriers as a contribution 
to the broad goals of international 
tradefand economic endeavor, i. e., 
raising standards of living, insur- 
ing full employment and increas- 


ing real income, developing the 
world’s resources, expanding the 
production and exchange of goods, 
and promoting the development of 
economies. The language of the 
article makes clear that the means 
envisaged for the accomplishment 
of these objectives are limited to 
action in the trade field. 


“MEMBERSHIP 


Article 2 first lays down the gen- 
eral principle that the Members of 
the Organization shall be the con- 
tracting parties to the General 
Agreement. An amendment to 
Article X XV of the General Agree- 
ment provides that those contract- 
ing parties which have accepted 
the organizational agreement may 
decide that any contracting party 
which has not accepted the organ- 
izational agreement shall cease to 
be a contracting party to the Gen- 
eral Agreement. 
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tion and on such terms as it shall 
decide; Provided that in no case 
shall such participation involve 
the right to vote or to be counted 
in determining the fulfillment of 
the relevant voting requirements 
when the Organization is exercis- 
ing any function relating directly 
to the General Agreement. 


FOR TRADE COOPERATION 


ARTICLE-BY-ARTICLE ANALYSIS 


Governments which become 
contracting parties to the Genera] 
Agreement shall become Members 
of the Organization, and con- 
versely governments which cease 
to be contracting parties to the 
General Agreement shall cease to 
be Members of the Organization. 
These provisions are contained, 
respectively, in an amendment to 
Article XXXIII of the General 
Agreement and in Article 17 of 
the organizational agreement. 
The provision in Article 2 on 
ceasing to be a Member takes 
the place of any provision for 
withdrawal from the Organiza- 
tion. 

By a two-thirds majority of the 
votes cast, the Organization may 
invite governments which have 
not been or which have ceased to 
be contracting parties to th 
General Agreement to participate 
in such activities of the Organi- 
zation, and on such terms, as are 
decided by the Organization. 
While it would generally be for 
the Organization to decide what 
these limited rights might be, the 
Agreement specifically provides 
that such governments would have 
no voting rights when the Organi- 
zation is exercising any activity 
relating directly to the General 
Agreement. 


ARTICLE 3—FUNCTIONS 


(a) The Organization shall ad- 
minister the General Agreement 
and generally facilitate the opera- 
tion of that Agreement. 

(b) In addition, the Organiza- 
tion shall have the following func- 
tions: 

(i) to facilitate intergovern- 
mental consultations on ques- 
tions relating to international 
trade; 

(ii) to sponsor international 
trade negotiations; 


Article 3 prescribes the functions 
of the Organization. It first states 
that the Organization shall ad- 
minister the General Agreement 
and generally facilitate its opera- 
tion. Part III of the Agreement, 
discussed later, contains more 
detail as to the exercise of this 
function. Additional functions 0: 
the Organization are: to facilitate 
intergovernmental consultations 
on questions relating to interna- 
tional trade; to sponsor interna- 
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(iii) to study questions of 
international trade and com- 
mercial policy and, where appro- 
priate, make recommendations 
thereon; 

(iv) to collect, analyse and 
publish information and statis- 
tical data relating to interna- 
tional trade and commercial 
policy, due regard being paid 
to the activities in this field of 
other international bodies. 

(c) The Organization shall, in 
carrying out these functions, en- 
deavour to give full effect to the 
provisions of Article 1 of this 
Agreement. 

(d) The Organization shall have 
no authority to amend the pro- 
visions of the General Agreement; 
no decision or other action of the 
Assembly or any subsidiary body 
of the Organization shall have the 
effect of imposing on a Member 
any new obligation which the 
Member has not specifically agreed 
to undertake. 
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tional trade negotiations; to study 
questions of international trade 
and commercial policy and where 
appropriate make recommenda- 
tions thereon; and, finally, to col- 
lect, analyze and publish informa- 
tion and statistical data relating to 
international trade and commer- 
cial policy. 

It will be noted that the Agree- 
ment gives the Organization 
powers of administration only in 
respect to the General Agreement. 
Furthermore, sponsorship of nego- 
tiations relating to trade does not 
necessarily imply endorsement by 
the Organization, or by any par- 
ticular Member, of any result of 
such negotiations. 

This article also provides that 
the Organization shall not have 
authority to amend the provisions 
of the General Agreement. (The 
General Agreement may be 
amended only if proposed amend- 
ments are accepted by individual 
contracting parties, acting under 
Article XXX of the General Agree- 
ment). Amendments cannot be 
put into effect by the contracting 
parties acting jointly. Moreover, 
it specifies that the Organization 
may not impose on a Member any 
new obligations which the Mem- 
ber has not specifically agreed to 
undertake. 


Part I[—SrructurE AND ADMINISTRATION OF THE ORGANIZATION 


ARTICLE 


The Organization shall have an 


Assembly, 
mittee and a Secretariat. 


an Executive Com- 


4—STRUCTURE IN GENERAL 


Article 4 provides simply that 
the Organization shall have an 
Assembly, an Executive Commit- 
tee, and a Secretariat. 
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ARTICLE 5—THE ASSEMBLY 

sn 

(a) The Assembly shall consist Article 5 provides that the As. br 

of all the Members of the Organ- sembly, which consists of all of wl 
ization. the members of the Organization 

(b) It shall be the responsibility is responsible for carrying out th: sh 

of the Assembly to carry out the functions of the Organization fe 

functions of the Organization. Specific provision is made that th: O} 

(c) The Anstnbty shall deter- Assembly, which shall meet in Ol 

mine the seat of the Organization. regular annual sessions, with pro- in 

(d) The Assembly shall meet in visions for special sessions, shal (b 

regular annual session and in such specify the seat of the Organiza- shal 

special sessions as may be con- tion, establish its own rules oj forn 

vened in accordance with the rules procedure, and approve the rules the 

of procedure. of procedure of the Executiv two- 

(e) The Assembly shall establish Committee. It will also be the cisio 

its own rules of procedure and shail body which will have the responsi- Exe 

approve the rules of procedure of bility for the carrying out of th ject 

the Executive Committee and of various activities involved in the Asse 

any other subsidiary body. administration of the Genera! accc 

Agreement (discussed in connec. scril 

tion with Part IIT), and the genera! (¢ 

functions of consultation, recom- izati 

mendation, and the sponsorship of the 

negotiations. enti 

righ 

ARTICLE 6—THE EXECUTIVE COMMITTEE the 

mat 
(a) The Executive Committee Article 6 establishes an Execu- 
shall consist of seventeen Members tive Committee. It is to consist 
of the Organization elected peri- of 17 members of the Organization 
odically by the Assembly. Each to be elected periodically by the 
election shall be for a single term Assembly. These will include tly 
and each Member shall be eligible five Members of chief econom 
for re-election. In such elections, importance, thus assuring that th: 
the Assembly shall be guided by United States will always be « 
the following criteria: member of the Executive Com- 
(i) the Executive Committee mittee. The other members wil 
shall include the five members be selected on the basis of repre- 
of chief economic importance, in sentation of different geographi 
the determination of which areas, types of economies, a! 
particular regard shall be paid degrees of economic development 
to their shares in international This Executive Committee sha! 
trade; have such powers and_ perfor 
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(ii) the Executive Committee 
shall be representative of the 
broad geographical areas to 
which the Members belong; 

(iii) the Executive Committee 
shall be representative of dif- 
ferent degrees of economic devel- 
opment, different types of econ- 
omies and different economic 
interests. 

(b) The Executive Committee 
shall exercise the powers and per- 
form the duties assigned to it by 
the Assembly by a majority of 
two-thirds of the votes cast. De- 
cisions or recommendations of the 
Executive Committee shall be sub- 
ject to a right of appeal to the 
Assembly by any Member in 
accordance with rules to be pre- 
scribed by the Assembly. 

(c) Any Member of the Organ- 
ization which is not a member of 
the Executive Committee shall be 
entitled to participate, without the 


right to vote, in the discussion by 
the Executive Committee of any 
matter of concern to it. 


ARTICLE 7—THE 


(a) The Assembly shall appoint 
a Director-General as chief admin- 
istrative officer of the Organi- 
zation. The powers, duties, condi- 
tions of service and term of office 
of the Director-General shall con- 
form to regulations approved by 
the Assembly. 

(b) The Director-General or his 
representative shall be entitled to 
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such duties as are assigned to it by 
the Assembly by a_ two-thirds 
majority of the votes cast. For 
instance, with a view to expediting 
the handling of matters arising 
between sessions of the Assembly, 
the Executive Committee might 
be given authority to bear com- 
plaints of nullification or impair- 
ment of benefits under the General 
Agreement and assist the Members 
involved to reach a settlement, to 
conduct consultations with Mem- 
bers desiring to take action for 
economic development under 
Article XVIII of that Agreement, 
or indicate what Members bave an 
interest in a concession which a 
Member may desire to renegotiate 
under Article XXVIII. In each 
instance the Assembly could delin- 
eate the extent of the Committee’s 
authority. 

Any decision or recommenda- 
tion of the Executive Committee is 
subject to appeal to the Assembly 
in accordance with rules prescribed 
by the Assembly. Provision is 
made for a Member not on the 
Executive Committee to partici- 
pate without a vote in any discus- 
sion by the Committee which 
concerns it. 


SECRETARIAT 


Article 7 provides for the Secre- 
tariat. It authorizes the appoint- 
ment of a Director-General as 
chief administrative officer of the 
Organization. His powers, duties, 
conditions of service, and term of 
office shall conform to regulations 
approved by the Assembly. The 
Director-General or his representa- 
tive may attend meetings of the 
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participate, without the right to 
vote, in all meetings of the Assem- 
bly and subsidiary bodies of the 
Organization. 

(c) The Director-General shall 
appoint the members of the staff, 
and shall fix their duties and con- 
ditions of service in accordance 
with regulations approved by the 
Assembly. 

(d) The selection of the mem- 
bers of the staff shall as far as 
possible be made on a_ wide 
geographical basis and with due 
regard to the various types of 
economy represented by Member 
countries. The paramount con- 
sideration in the selection of 
candidates and in determining the 
conditions of service of the staff 
shall be the necessity of securing 
the highest standards of efficiency, 
competence, impartiality and 
integrity. 

(e) The responsibilities of the 
Director-General and of the mem- 


bers of the staff shall be exclusively 


international in character. In the 
discharge of their duties, they 
shall not seek or receive instruc- 
tions from any government or 
from any other authority external 
to the Organization. They shall 
refrain from any action which 
might reflect on their positions as 
international officials. The Mem- 
bers shall respect the international 
character of the responsibilities of 
these persons and shall not seek to 
influence them in the discharge of 
their duties. 
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Assembly and other bodies of the 
Organization without the right to 
vote. As in the case of the Seere- 
tariat of any international organi- 
zation, the Secretariat will, for 
example, prepare the drafts of 
necessary documents, circulate 
proposals by Members, and 
generally service the activities of 
the Organization, both during and 
between meetings. 

The Director-General _ shall 
appoint members of the staff and 
fix their duties and conditions of 
service in accordance with regula- 
tions approved by the Assembly. 
Provision is made that member 
of the staff should, to the extent 
possible, be selected on a wide 
geographical basis and with due 
regard to the different types of 
economies represented by the 
member countries of the Organi- 
zation, but the paramount con- 
sideration should be to secure 
the services of persons with the 
highest standards of efficiency, 
competence, impartiality, and 
integrity. 

The article also contains provi- 
sions comparable to those in agree- 
ments setting up other inter- 
national organizations designed 
to ensure the international charac- 
ter of the responsibilities of the 
Director-General and the mem- 
bers of his staff. These persons 
are neither to seek nor receive 
instructions from any govern- 
ment nor from any other authority 
outside the Organization. Men- 
bers are to respect this inter- 
national character and not seek 
to influence the performance 0! 
the duties of the Secretariat staff. 


ARTICLE 8—VOTING 


(a) At meetings of the Assembly 
each Member of the Organization 
shall be entitled to have one vote 
and, except as otherwise provided 
for in the General Agreement or 


Article 8 prescribes voting pro- 
cedures. Each Member of the 
Organization shall have one vote 
in the Assembly, decisions © 
which are, except as otherwise 


sidi: 
thet 
of 

par’ 
fror 
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in this Agreement, decisions of the 
Assembly shall be taken by a 
majority of the votes cast. 

(b) Each member of the Execu- 
tive Committee and of other sub- 
sidiary bodies shall have one vote 
therein; Provided that the rules 
of procedure may require that 
parties to a dispute shall abstain 
from voting. 


ARTICLE 9—BUDGET 


(a) The Director-General shall 
present to the Assembly, through 
the Executive Committee, the 
annual budget estimates and finan- 
cial statement of the Organization. 
The Assembly shall approve the 
accounts and the budget. 

(b) The Assembly shall appor- 
tion the expenditures of the Organ- 
ization among the Members, in 
accordance with a scale of contri- 
butions to be fixed by the Assem- 
bly, and each Member shall con- 
tribute promptly to the Organ- 
ization its share of these expendi- 
tures. 

(c) If a Member is in arrears 
in the payment of its contributions 
by an amount which equals or 
exceeds the amount of contribu- 
tions due from it in respect of the 
preceding two completed financial 
years, the Member shall have no 
vote, and shall not be counted in 
the determining of the fulfilment 
of the relevant voting require- 
ments, in the organs of the 
Organization. If the Assembly is 
satisfied that the failure to pay 
is due to circumstances beyond the 
control of the Member, it may, 
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provided for in the organizational 
agreement or in the General Agree- 
ment, to be taken by a majority 
of the votes cast. Similarly, each 
member of the Executive Com- 
mittee and of other bodies of the 
Organization shall have one vote 
therein. Rules of procedure may, 
however, provide that parties to a 
dispute before a subsidiary body 
shall abstain from voting. This 
could prevent the inequitable situ- 
ation of only one party to a 
dispute having a vote in relation 
to it because only one party is 
a member of the subsidiary body 
considering it. 


AND CONTRIBUTIONS 


Article 9 provides that the bud- 
get of the Organization, to be 
submitted by the Director-Gen- 
eral, shall be approved and appor- 
tioned among the Members, by 
the Assembly. If a Member is 
in arrears for 2 years, it will lose 
its voting rights unless the Assem- 
bly is satisfied that failure to pay 
assessments is due to circumstances 
beyond the control of the Member. 
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nevertheless, permit such a Mem- 
ber to vote, and then such Member 
shall be counted accordingly. 
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ARTICLE 10—STATUS 


(a) The Organization shall have 
legal personality. 

(b) The Organization shall en- 
joy in the territory of each of the 
Members such legal capacity, 
privileges and immunities as may 
be necessary for the exercise of its 
functions. 

(c) The representatives of the 
Members, and the officials of the 
Organization shall similarly en- 
joy such privileges and immunities 
as may be necessary for the inde- 
pendent exercise of their functions 
in connexion with the Organiza- 
tion. 

(d) The privileges and immuni- 
ties to be accorded by a Member 
to the Organization, to its officials 
and to the representatives of its 
Members sball be similar to those 
accorded by that Member to spe- 
cialized agencies of the United Na- 
tions, to their officials and to the 
representatives of their members, 
under the Convention on the Privi- 
leges and Immunities of the Spe- 
cialized Agencies, or under similar 
arrangements. 


Article 10 covers status, privi- 
leges,andimmunities. Itisstated 
that the Organization shall have 
legal personality—that is, it shal] 
have such powers as to sue and be 
sued and to make contracts, and, 
in the territories of Members, such 
legal capacity, privileges and im- 
munities as may be necessary for 
the exercise of its functions. Sini- 
larly, the officers of the Organiza- 
tion and the representatives o| 
Members shall have the privileges 
and immunities needed to enable 
them to exercise their functions 
under the Organization, similar to 
those accorded by Member coun- 
tries to specialized agencies of the 
United Nations, their officers, and 
representatives of their members. 
Section 288 (a) to 288 (f) of Title 
22 of the United States Code con- 
tains those privileges and immuni- 
ties which would be granted by the 
United States. 


ARTICLE 11——-RELATIONS WITH OTHER ORGANIZATIONS 


(a) The Organization shall make 
arrangements with intergovern- 
mental bodies and agencies which 
have related responsibilities to 
provide for effective cooperation 
and the avoidance of unnecessary 
duplication of activities. 

(b) In pursuance of the pro- 
visions of the preceding para- 
graph, the Organization may, by 
an agreement approved by the 
Assembly, be brought into re- 
lationship with the United Na- 
tions, as one of the specialized 
agencies referred to in Article 57 


Article 11 provides that the 
Organization shall make arrange- 
ments with intergovernmental or- 
ganizations which deal with 
related problems for effective co- 
operation and for the avoidance 
of unnecessary duplication of ac- 
tivities. These would, among 
other things, continue the close 
informal arrangements betweel 
the Contracting Parties to the 
General Agreement and the Inter- 
national Monetary Fund, unde 
Article XV of the former agree- 
ment, on matters relating t 
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of the Charter of the United 
Nations. 

(c) The Organization may make 
suitable arrangements for con- 
sultation and cooperation with 
nongovernmental organizations 
concerned with matters within the 


scope of the Organization. 


set I1]—SprpecraLt Provisions 


RELATING TO THE 
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import restrictions for balance-of- 
payments reasons. The article 
also would permit the Organiza- 
tion for Trade Cooperation to 
be brought into relation with 
the United Nations as a specialized 
agency if this were to be approved 
by the Asse mbly of the Organiza- 
tion. 

Specific reference is also made 
to arrangements for consultation 
and cooperation with nongovern- 
mental organizations which may 
be concerned with matters within 
the ‘scope of the Organization. 
For example, the contracting par- 
ties to the General Agreement 
have already made several studies 
at the request of the International 
Chamber of Commerce, one of 
which has led to the conclusion 
of a convention on the customs 
treatment of samples and adver- 
tising matter. The United States 
Senate has given its advice and 
consent to the ratification of this 
convention. 


ADMINISTRATION 


OF THE GENERAL AGREEMENT 


ARTICLE 


shall 


The Organization 
effect to those provisions of the 
General Agreement which provide 
for action by the Organization, 
and shall carry out such other ac- 
tivities in relation to the General 


give 


Agreement which 
action. This shall include the 
taking of decisions, the sponsor- 
ship of negotiations and consulta- 
tions, the conduct of studies, the 
circulation of proposals and the 
receipt of reports, in any case in 
which such action is required or 
appropriate to carry out the pur- 
poses of the General Agreement. 


involve joint 


12—ADMINISTRATION IN GENERAL 


Article 12 authorizes the Organ- 
ization to administer those provi- 
sions of the General Agreement 
which provide for action by the 
Organization, and to carry out 
those other activities in relation 
to the General Agreement which 
involve joint action. The various 
provisions of the General Agree- 
ment now providing for action by 
the contracting parties acting 
jointly would be amended to pro- 
vide that such action would be 
taken by the Organization. Thus 
the Organization would take ac- 
tions which have heretofore been 
taken by the contracting parties 
acting jointly (such as ‘decisions 
regarding measures for economic 
development under Article XVIII), 
sponsor negotiations (including 
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ARTICLE 13 


In exceptional circumstances, 
not elsewhere provided for in this 
Agreement, nor provided for in the 
General Agreemen:, the Assembly 
may waive an obligation imposed 
upon a contracting party by the 
General Agreement; Provided that 
any such decision shall be ap- 
proved by a two-thirds majority of 
the votes cast and that such major- 
ity shall comprise more than half 
of the Members. The Assembly 
may also by such a vote (i) define 
certain categories of exceptional] 
circumstances to which other vot- 
ing requirements shall apply for 
the waiver of obligations imposed 
by the General Agreement upon a 
contracting party thereto, and (it) 
prescribe such criteria as may 
necessary for the application of 
this Article. 


ARTICLE 14- 


(a) If a claim that a benefit 
accruing directly or indirectly 
under the General Agreement is 
being nullified or impaired, or that 
the attainment of any objective of 
that Agreement is being impeded, 
is referred to the Organization in 
accordance with the provisions of 
that Agreement, the Organization 
shall promptly investigate the 


ARTICLE-BY-ARTICLE ANALYSIS 


tariff negotiations), facilitate con- 
sulations (such as those relating to 
import restrictions for balance-of- 
payments reasons), conduct studies 
(such as those now being conducted 
at the request of the United Na- 
tions regarding the effects on trade 
of discrimination in transport in- 
surance), circulate proposals (such 
as requests for renegotiations under 
Article XXVIII), and receive re- 
ports (such as reports on subsidies) 
where such action is required or 
appropriate to carry out the pur- 
poses of the General Agreement. 


“WAIVERS IN EXCEPTIONAL CIRCUMSTANCES 


Article 13 permits the Organi- 
zation, in exceptional circum- 
stances, by two-thirds of the votes 
cast comprising more than half of 
the Members, to release a contrac- 
ting party to the General Agree- 
ment from an obligation assumed 
by participation in that agree- 
ment. The Contracting Parties to 
the General Agreement have 
hitherto exercised this function 
under Paragraph 5 (a) of Article 
XXV of that agreement for which 
this article will be substituted. 
For example, the contracting par- 
ties acting jointly have recently 
granted the United States a waiver 
for any actions which have been or 
may be taken under Section 22 of 
e the Agricultural Adjustment Act, 
as amended, which might other- 
wise be contrary to the provisions 
of the General Agreement. 


-NULLIFICATION AND IMPAIRMENT 


Article 14 provides that the 
Organization shall carry on the 
functions with regard to the settle- 
ment of disputes now exercised by 
the contracting parties es 
jointly under Article XXIII « 
the General Agreement. These 
include the investigation of com- 
plaints when they are referred to it 
by a contracting party which 
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matter and shall make appropriate 
recommendations to the contract- 
ing parties to the General Agree- 
ment which it considers to be 
concerned, or give a ruling on the 
matter, as appropriate. ‘The Or- 
ganization may consult with con- 
tracting parties, with the Eco- 
nomic and Social Council of the 
United Nations, and with any 
appropriate intergovernmental or- 
ganization in cases where it con- 
siders such consultation necessary. 

(b) If the Organization con- 
siders that the circumstances are 
serious enough to justify such 
action, it may authorize a con- 
tracting party or parties to sus- 
pend the application to any other 
contracting party or parties of 
such concessions or other obliga- 
tions under the General Agreement 
as it determines to be appropriate 
in the circumstances. If the 
application to any contracting 
party of any concession or other 
obligation is in fact suspended, 
that contracting party shall then 
be free, not later than sixty days 
after such action is taken, to give 
written notice to the Director- 
General of the Organization of its 
intention to withdraw from the 
General Agreement and such with- 
drawal shall take effect on the 
sixtieth day following the day on 
which such notice is received 
by him. 
ARTICLE 


15—-CONTINUED 


The Members shall not, acting 
as contracting parties to the Gen- 


eral Agreement, amend the Gen- 
eral Agreement so as to provide 
therein for procedures, other than 
consultation, negotiation or recom- 
mendation, applicable to the gen- 
eral situations to which Articles 13 
and 14 relate. 


APPLICATION OF 
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contends that benefits accruing 
under the General Agreement are 
being nullified or impaired or that 
the attainment of an 
thereof is being impeded. The 
Organization may make recom- 
mendations, as for further bilateral 
discussions; or make rulings, 
interpretations of provisions of the 
General Agreement which are in 
dispute; and may consult with 
other contracting parties and with 
other appropriate governmental 
organizations, when it considers 
such consultation necessery. In 
particularly serious cases the Or- 
ganization may authorize the com- 
plainant party to suspend the ap- 
plication to the other party to the 
dispute of such 
other obligations under 
eral Agreement as it considers 
appropriate. Action under this 
provision may be discriminatory. 
In the event a complainant coun- 
try does suspend concessions or 
other obligations, the affected 
country may, if dissatisfied, with- 
draw from the General Agreement 
and therefore from the Organiza- 
tion. 


objective 


as 


concessions or 


the Gen- 


PROVISIONS OF THIS PART 

Article 15 is intended to make 
clear that any future changes in 
the methods followed. under the 
General Agreement for waiving 
obligations or settling disputes 
described in Articles 13 and 14 of 
the Agreement on the OTC will 
not be made except by amendment 
of the OTC Agreement itself. 
In other words, for the United 
States, any change in these meth- 
ods will require Congressional 
approval. 
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Part IV—Oruer PROVISIONS 


ARTICLE 16—AMENDMENTS 


Amendments to this Agreement 
shall become effective, in respect 
of those Members which accept 
them, upon acceptance by two- 
thirds of the Members of the 
Organization and thereafter in 
respect of each other Member 
upon acceptance by it. 


Article 16 relates to amendments, 
It provides that amendments to 
the organizational agreement shall 
become effective upon acceptance 
by two-thirds of the Members. 
In no case, however, will they 
bind a Member which has not 
accepted them. The United States 
would seek Congressional approval 
before accepting an amendment 
to the organizational agreement. 


ARTICLE 17—-ENTRY INTO FORCE 


(a) This Agreement shall be de- 
posited, subject to the provisions 
of Article 21, with the Director- 
General of the Organization. 

(b) This Agreement shall be 
opened at Geneva on 10 March 
1955 for acceptance, by signature 
or otherwise, by contracting par- 
ties to the General Agreement and 
by any other government which 
has, in accordance with such rules 
of procedure as may be established 
by the Organization, notified the 
Director-General of its intention 
to accede. 

(c) Without prejudice to the 
principle laid down in Article 2, 
this Agreement shall enter into 
force, as among those govern- 
ments which are then contracting 
parties to the General Agreement 
and which have accepted this 
Agreement, on the thirtieth day 
following the day on which it has 
been accepted by governments 
named in the Annex to this Agree- 
ment the territories of which ac- 
count for 85 per centum of the 
total external trade of the terri- 
tories of such governments, com- 
puted in accordance with the ap- 
propriate column of percentage set 
forth therein. This Agreement 
shall enter into force for each 
other government which is a con- 
tracting party to the General 


Article 17 provides for the for- 
mal entry into force of the organ- 
izational agreement, which was 
opened for acceptance at Geneva 
on March 10, 1955. Acceptance 
can be effected, by signature or 
otherwise, by contracting parties 
to the General Agreement and by 
other governments which have 
notified the Director-General of 
their intention to accede to the 
General Agreement. Acceptance 
of the organizational agreement by 
the United States is contingent 
upon action by the Congress to 
authorize United States member- 
ship in the proposed Organization. 

When contracting parties which 
account for 85 percent of the total 
external trade of the contracting 
parties to the General Agreement 
shall have accepted the Agree- 
ment on the OTC, the latter 
Agreement shall enter into force 
for those governments.  There- 
after -it shall enter into force for 
any government upon its accept- 
ance of it. The percentages of 
external trade set forth in the 
Annex to the organizational agree- 
ment are the basis for determining 
when the 85 percent figure has 
been reached. The Organization 
cannot be established, or its pro- 
visions become effective, without 
United States acceptance, since 
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Agreement on the thirtieth day 
following the day on which it has 
been accepted thereby. It shall 
enter into force for each other 
government which has accepted it 
when such government accedes to 
the General Agreement. 
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United States external trade ac- 
counts for over 20 percent of the 
external trade. 


ARTICLE 18——NOTIFICATION AND REGISTRATION 


The Director-General of the 
Organization shall promptly fur- 
nish a certified copy of this Agree- 
ment and a notification of its 
entry into force, and of each 
acceptance thereof, to each con- 
tracting party to the General 
Agreement. 

) This Agreement shall be 
registered in accordance with the 
provisions of Article 102 of the 
Charter of the United Nations. 


d {rticle 


18 provides that copies 
of the 


Agreement and notices of 
its acceptance shall be sent to 
the contracting parties to the 
General Agreement. The Article 
also provides for the registration 
of the Agreement with the United 
Nations, as customary witb 
international agreements. 


iS 


Part V—TRANsITorRY PROVISIONS 


ARTICLE 19——-RELATION TO 


AMENDMENTS TO THE 


GENERAL 


AGREEMENT 


If this Agreement enters into 
force before the entry into force of 
amendments to the General Agree- 
ment contained in the Protocol 
of Organizational Amendments to 
the General Agreement on Tariffs 
and Trade dated 10 March 1955, 
this Agreement shall, until the 
entry into force of such amend- 
ments, be applied as if all refer- 
ences in the General Agreement 
to “the Contractinc Parties” 


were references to the Organiza- 
tion. 


Article 19 is designed to meet 
the possibility that the organiza- 
tional agreement may enter into 
force before the entry into force 
of the protocol amending the 
General Agreement which would 
transfer its administration to the 
Organization. It provides that, 
in such a case, all references in the 
General Agreement to action by 
the contracting parties jointly 
shall be understood to mean action 
by the Organization. 


ARTICLE 20—PROVISIONAL APPLICATION 


Without prejudice to the princi- 


ple laid down in Article 2, if by 15 
November 1955 this Agreement 
shall not have entered into force 
pursuant to paragraph (c) of 
Article 17, those governments, 
being contracting parties to the 
General Agreement, which are 
prepared to do so ay neverthe- 
less decide to apply it; Provided 
that the territories of fe govern- 


Article 20 recognizes that some 
governments may be able to apply 
the organizational agreement pro 
visionally before they have ac- 
cepted it formally under Article 
17. Article 20 provides that, if 
the Agreement has not entered 
into force under Article 17 before 
November 15, 1955, those con- 
tracting parties to the Genera! 
Agreement which are prepared to 
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ments account for the percentage 
of trade required for the entry into 
force of this Agreement under 
paragraph (c) of Article 17. 


ARTICLE 21—TEMPORARY 


Pending the entry into force of 
this Agreement, the title ‘‘Direc- 
tor-General of the Organization” 
in ee (b) of Article 14, 
paragraphs (a) and (b) of Article 
(a) of Article 

shall read ‘Executive Secre- 
aie to the ConTRACTING PARTIES 
to the General Agreement” 


st and paragraph 


IN WITNESS WHEREOF the re- 
spective representatives, duly 
authorized to that effect, have 
signed the present Agreement. * 

Done at Geneva, in a single 
copy, in the English and French 
languages, both texts authentic, 
this tenth day of March, one 
thousand nine hundred and fifty- 
five. 


ANNEX 


SHARES OF TOTAL 
EXTERNAL TrADE To Be Usep 
FOR THE Pu RPOSE OF MAKING 
THE DETERMINATION REFERRED 
TO IN ARTICLE (BASED ON 
THE AVERAGE OF 1949-1953) 


PERCENTAGE 


If, prior to the accession of the 
Gove rnment of Japan to the Gen- 


“*This document signed by the United States 
ad referendum on March 21, 1955. 


FOR TRADE COOPERATION 


ARTICLE-BY-ARTICLE ANALYSIS 


apply the agreement provisionally 
may do so, provided that the terri- 
tories of such governments account 
for the same percentage of trade 
as is required for the entry into 
force of the Agreement (85 per- 
cent). Here, again, action could 
not be taken without the United 
States. In the event the United 
States is prepared to accept the 
Agreement, because Congress has 
approved, this provision would 
enable the United States and other 
countries to apply the Agreement 
without awaiting formal accept- 
ance under Article 17 by contract- 
ing parties accounting for the 
requisite percentage of trade. 


EXERCISE OF DEPOSITORY FUNCTIONS 


Article 21 provides that, pend- 
ing entry into force of the organi- 
zational agreement, the Executive 
Secretary to the contracting 
parties to the General Agreement 
shall exercise certain administra- 
tive functions assigned by the or- 
ganizational agreement to the 
Director-General of the Organi- 
zation. 
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eral Agreement, the present Agree- 
ment has been accepted by con- 
tracting parties the external trade 
of which under column I accounts 
for the percentage of such trade 
specified in paragraph (c) of Arti- 
cle 17, column I shall be applica- 
ble for the purposes of that para- 
craph. If the present Agreement 
has not been so accepted prior to 
the accession of the Government 
of Japan, column IT shall be ap- 
plicable for the purposes of that 
paragraph. 


Column II 
} (contract- 
ing parties 
on 1 March 

1955 and 

Japan) 


|} Column I 
| (contract- 
| ing parties 
on | March | 
1955) 


Australia 3 
Austria. 0. 
Belgium-Luxemburg 4.3 | 
Brazil 2. 5 


Doreres 2 


( 
C} 
( 
{ 


‘zechoslovakia 
Denmark 

Dominican Republic 
Finland 


a fet 


uc 


Germany, Federal Re- | 
publie of 
Greece 


Indonesia 

Italy 

Netherlands, Kingdom of | 
the 4 4.6 

New Zealand._- . J 

Nicaragua 0 

] 

0. 

0. 

0 


9 


Com on ne) 


ron 


Rhodesia and Nyasaland- 
Sweden 2. 
Turkey 0. 
Union of South Africa 1 
United Kingdom 19 
United States of America 20 
Uruguay 0. 

9 


> > 


| OOo 


100. 0 100 


NOTE: These percentages have been computed 
taking into account tle trade of all territories in re- 
spect of which the General Agreement on Tariffs 
and Trade is applied. 
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TRADE AGREEMENTS ACT OF JUNE 12, 1934, AS AMENDED 
There is reproduced below the Trade Agreements Act of June 12. 
1934, as amended (June 24, 1955). References to all legislation 


amending the original Trade Agreements Act are contained in the 
footnote to section 2 (ec) of the Act. 3 


AN ACT 
To amend the Tariff Act of 1930 
SECTION 1 


[The Tariff Act of 1930 is amended by adding at the end of title III 
the following new section :] 


Parr I1]—Promotion or Foreign TRADE 


Sec. 350. (a) ) For the purpose of expanding foreign markets 
for the products of th e United States (as a means of assisting in estab- 
lishing and maintaining a better relationship among various branches 
of American agriculture, industry, mining, and commerce) by regu- 
lating the admission of foreign goods into the United States in accord- 


ance with the characteristics and needs of various branches of Amer- 
ican production so that foreign markets will be made available to 
those branches of American produce tion which require and are capable 
of developing such outlets by affording corresponding market oppor- 
tunities for foreign products in the U nited States, the President, when- 
ever he finds as a fact that any existing duties or other import restric- 
tions of the United States or any foreign country are unduly burdening 
and restricting the foreign trade of the United States and that the 
purpose above declared will be promoted by the means hereinafter 
specified, is authorized from time to time— 

(A) To enter into foreign trade agreements with foreign govern- 
ments or instrumentalities thereof: Provided, That the enactment 
of the Trade Agreements Extension Act of 1955 shall not be con- 
strued to determine or indicate the approval or disapproval by 
the Congress of the executive agreement known as the General 
Agreement on Tariffs and Trade. 

(B) To proclaim such modifications of existing duties and other 
import restrictions, or such additional import restrictions, or sucli 
continuance, and for such minimum periods, of existing customs 
or excise treatment of any article covered by foreign trade agree- 
ments, as are required or appropriate to carry out any foreign 
trade agreement that the President has entered into hereunder. 

(2) No proclamation pursuant to paragraph (1) (B) of this subsec- 
tion shall be made— 


\ For | full text of the Trade Agreements Act of 1951 (P. L. 50, 82d Cong.), as amended by the Trade 
Agreements Extension Act of 1953 (P. L. 215, 88d Cong.), by Public Law 464 of the 83d Congress, and 5) 
the Trade Agreements Extension Act of 1955 (P. L. 86, 84th Cong.), see page 30. 
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(A) Increasing by more than 50 per centum any rate of duty 
existing on January 1, 1945. 

(B) Transferring any article between the dutiable and free lists. 

(C) In order to carry out a foreign trade agreement entered 
into by the President before June 12, 1955, or with respect to 
which notice of intention to negotiate was published in the Fed- 
eral Register on November 16, 1954, decreasing by more than 
50 per centum any rate of duty existing on January 1, 1945. 

(D) In order to carry out a foreign trade agreement entered 
into by the President on or after June 12, 1955, decreasing (ex- 
cept as provided in subparagraph (C) of this paragraph) any rate 
of duty below the lowest of the following rates: 

(i) The rate 15 per centum below the rate existing on 
January 1, 1955. 

(ii) In the case of any article subject to an ad valorem 
rate of duty above 50 per centum (or a combination of ad 
valorem rates aggregating more than 50 per centum), the 
rate 50 per centum ad valorem (or a combination of ad 
valorem rates aggregating 50 per centum). In the case of 
any article subject to a specific rate of duty (or a combina- 
tion of rates including a specific rate) the ad valorem equiva- 
lent of which has been determined by the President to have 
been above 50 per centum during a period determined by 
the President to be a representative period, the rate 50 per 
centum ad valorem or the rate (or a combination of rates), 
however stated, the ad valorem equivalent of which the 
President determines would have been 50 per centum during 
such period. The standards of valuation contained in sec- 
tion 402 of this Act (as in effect during the representative 
period) shall be ari ys by the President, to the maximum 
extent he finds such utilization practicable, in making the 
determinations under the preceding sentence.* 

(3) (A) Subject to the provisions of subparagraphs (B) and ( 
of this paragraph, the provisions of any proclamation made aa 
paragraph (1) (B) of this subsection, and the provisions of any procla- 
mation of casbaeuai under paragraph (4) of this subsection, shall be 
in effect from and after such time as is specified in the proclamation. 
(B) In the case of any decrease in duty to which paragraph 
(D) of this subsection applies— 

(i) if the total amount of the decrease under the foreign trade 
agreement does not exceed 15 per centum of the rate existing on 
January 1, 1955, the amount of decrease becoming initially 
effective at one time shall not exceed 5 per centum of the rate 
existing on January 1, 1955; 


ec, 2 of Public Law 44, 34 Cong., as amended by sec. 7 of the Trade 
. provides as follows 

No action shall be taken pursuant to such seetion 350 to decrease the duty on any article if the 
Presi sider it finds thet such rejuction would threaten domestic production needel for projected national 

ense require net 
: In order to furth er the policy and purpose of this section, whenever the Director r of the Office of 
ense Mobilization has reason to believe that anv article is being importe | into the Unitel States in 

quantities as to threaten to i npair the national security, he shall so aivise the President, and if the 
sient agrees that there is reason for suc belief, the Presitent shall cause an immediate investigation 
© be made to det ‘era line the facts. If, on the basis of such investization, and the repor rt to hin of the find 

11 reeommendations mate in connection therewith, the Presilent finds that the article is bein 

ported into the United States in such quantities as to threaten to in pair the national security, he shall 


such action as he dee™ns necessary to adjust the imports of such article to a level that will not threaten 


Agreements Extension Act of 
aR 


rre 


impair the national security.” 


75018—56——87 
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(ii) except as provided in clause (i), not more than one-third 
of the total amount of the decrease under the foreign trade 
agreement shall become initially effective at one time; and 

(iii) no part of the decrease after the first part shall become 
initially effective until the immediately previous part shall have 
been in effect for a period or periods aggregating not less than 
one year. 

(C) No part of any decrease in duty to which the alternative speci- 
fied in paragraph (2) (D) (i) of this subsection applies shall become 
initially effective after the expiration of the three-year period which 
begins on July 1, 1955. If any part of such decrease has become 
effective, then for purposes of this subparagraph any time thereafter 
during which such part of the decrease is not in effect by reason of 
legislation of the United States or action thereunder shall be excluded 
in determining when the three-year period expires. 

(D) If (in order to carry out a foreign trade agreement entered into 
by the President on or after June 12, 1955) the President determines 
that such action will simplify the computation of the amount of duty 
imposed with respect to an article, he may exceed any limitation 
specified in paragraph (2) (C) or (D) of this subsection or sub- 
paragraph (B) of this paragraph by not more than whichever of the 
following is lesser: 

(i) The difference between the limitation and the next lower 
whole number, or 

(ii) One-half of 1 per centum ad valorem. 

In the case of a specific rate (or of a combination of rates which in- 
cludes a specific rate), the one-half of 1 per centum specified in clause 
(ii) of the preceding sentence shall be determined in the same manner 
as the ad valorem equivalent of rates not stated wholly in ad valorem 
terms is determined for the purposes of paragraph (2) (D) (11) of this 
subsection. 

(4) Subject to the provisions of section 5 of the Trade Agreements 
Extension Act of 1951 (19 U.S. C., see. 1362), duties and other import 
restrictions proclaimed pursuant to this section shall apply to articles 
the growth, produce, or manufacture of all foreign countries, whether 
imported directly or indirectly: Provided, That the President sball, 
as soon as practicable, suspend the application to articles the growth, 
produce, or manufacture of any country because of its discriminatory 
treatment of American commerce or because of other acts (including 
the operations of international cartels) or policies which in his opinion 
tend to defeat the purpose of this section. 

(5) The President may at any time terminate, in whole or in part, 
any proclamation made pursuant to this section. 

[Sec. 350.] (b) Nothing in this section shall be construed to prevent 
the application, with respect to rates of duty established under this 
section pursuant to agreements with countries other than Cuba, 
of the provisions of the treaty of commercial reciprocity concluded 
between the United States and the Republic of Cuba on December 11, 
1902, or to preclude giving effect to an exclusive agreement with 
Cuba concluded under this section, modifying the existing preferentia! 
customs treatment of any article the growth, produce, or manu- 
facture of Cuba. Nothing in this Act shall be construed to preclude 
the application to any product of Cuba (including products prefer- 
entially free of duty) of a rate of duty not higher than the rate appli- 
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cable to the like products of other foreign countries (except the Philip- 
pines), whether or not the application of such rate involves any 
preferential customs treatment. No rate of duty on products of 
Cuba shall be decreased— 

(1) In order to carry out a foreign trade agreement entered 
into by the President before June 12, 1955, by more than 50 
per centum of the rate of duty existing on January 1, 1945, with 
respect to products of Cuba. 

(2) In order to carry out a foreign trade agreement entered 
into by the President on or after June 12, 1955, below the appli- 
cable alternative specified in subsection (a) (2) (C) or (D) (subject 
to the provisions of subsection (a) (3) (B), (C), and (D)), each 
such alternative to be read for the purposes of this paragraph 
as relating to the rate of duty applicable to products of Cuba. 
With respect to products of Cuba, the limitation of subsection 
(a) (2) (D) (ii) may be exceeded to such extent as may be 
required to maintain an absolute margin of preference to which 
such products are entitled. 

[Sec. 350.] (c) (1) As used in this section, the term ‘‘duties and other 
import restrictions” includes (A) rate and form of import duties and 


classification of articles, and (B) limitations, prohibitions, charges, 
and exactions other than duties, imposed on importation or imposed 
for the regulation of imports. 
(2) For purposes of this section — 
(A) Except as provided in subsection (d), the terms “existing 
on January 1, 1945” and “existing on January 1, 1955” refer to 
rates of duty (however established, and even though temporarily 


suspended by Act of Congress or otherwise) existing on the date 
specified, except rates in effect by reason of action taken pursuant 
to section 5 of the Trade Agreements Extension Act of 1951 (19 
U.S. C., sec. 1362). 

(B) The term “existing” without the specification of any date, 
when used with respect to any matter relating to the conclusion 
of, or proclamation to carry out, a foreign trade agreement, means 
existing on the day on which that trade agreement is entered into. 

[Sec. 350.] (d) (1) When any rate of duty has been increased or 
decreased for the duration of war or an emergency, by agreement or 
otherwise, any further increase or decrease shall be computed upon the 
basis of the post-war or post-emergency rate carried in such agreement 
or otherwise. 

(2) Where under a foreign trade agreement the United States has 
reserved the unqualified right to withdraw or modify, after the ter- 
mination of war or an emergency, a rate on a specific commodity, the 
rate on such commodity to be considered as “existing on January 1, 
1945” for the purpose of this section shall be the rate which would 
have existed if the agreement had not been entered into. 

(3) No proclamation shall be made pursuant to this section for the 
purpose of carrying out any foreign trade agreement the proclamation 
with respect to which has been terminated in whole by the President 
prior to the date this subsection is enacted.* 

(Sec. 350.] (e) (1) The President shall submit to the Congress an 
annual report on the operation of the trade agreements program, 


* Subsection (d) was enacted July 5, 1945 (P. L. 130, 79th Cong.; 5@ Stat. 41 





1368 ORGANIZATION FOR TRADE COOPERATION 


including information regarding new negotiations, modifications made 
in duties and import restrictions of the United States, reciprocal con- 
cessions obtained, modifications of existing trade agreements in order 
to effectuate more fully the purposes of the trade agreements legisla- 
tion (including the incorporation therein of escape clauses), and other 
information relating to that program and to the agreements entered 
into thereunder. 

(2) The Tariff Commission shall at all times keep informed concern- 
ing the operation and effect of provisions relating to duties or other 
import restrictions of the United States contained in trade agreements 
heretofore or hereafter entered into by the President under the 
authority of this section. The Tariff Commission, at least once a 
year, shall submit to the Congress a factual report on the operation 
of the trade-agreements program. 


Section 2 


(a) Subparagraph (d) of paragraph 369, the last sentence of para- 
graph 1402, and the provisos to paragraphs 371, 401, 1650, 1687, and 
1803 (1) of the Tariff Act of 1930 are repealed. The provisions of 
section 336 of the Tariff Act of 1930 shall not apply to any article 
with respect to the importation of which into the United States a 
foreign trade agreement has been concluded pursuant to this Act, or 
to any provision of any such agreement. The third paragraph of 
section 311 of the Tariff Act of 1930 shall apply to any agreement 
concluded pursuant to this Act to the extent only that such agree- 
ment assures to the United States a rate of duty on wheat flour pro- 
duced in the United States which is preferential in respect to the 
lowest rate of duty imposed by the country with which such agree- 
ment has been concluded on like flour produced in any other country; 
and upon the withdrawal of wheat flour from bonded manufacturing 
warehouses for exportation to the country with which such agreement 
has been concluded, there shall be levied, collected, and paid on the 
imported wheat used, a duty equal to the amount of such assured 
preference. 

(b) Every foreign trade agreement concluded pursuant to this Act 
shall be subject to termination, upon due notice to the foreign govern- 
ment concerned, at the end of not more than three years from the date 
on which the agreement comes into force, and, if not then terminated, 
shall be subject to termination thereafter upon not more than six 
months’ notice. 

(c) The authority of the President to enter into foreign trade 
ugreements under section 1 of this Act shall terminate at the close of 
June 30, 1958.4 


‘ The origina] Act limited the authority of the President to enter into foreign trade agreements to a period 
of three years from June 12, 1934, the date of enactment of the Act (48 Stat. 943). The President’s authority 
to enter into foreign trade agreements has been extended from time to time as follows: Pub. Res. No. 10, 
75th Cong., for 3 years from June 12, 1937 (50 Stat. 24); Pub. Res. No. 61, 76th Cong., for 3 years from June 
12, 1940 (54 Stat. 107); Pub. Law 66, 78th Cong., for 2 years from June 12, 1943 (57 Stat. 125); Pub. Law 130, 
79th Cong., for 3 years from June 12, 1945 (59 Stat. 410) Pub. Law 792, 80th Cong., from June 12, 1948 until 
the close of June 30, 1949 (62 Stat. 1053); Pub. Law 307, 81st Cong., (which repealed Pub. Law 792, 80th Cong 
for 3 years from June 12, 1948 (63 Stat. 697); Pub. Law 50, 82d Cong., for 2 years from June 12, 1951 (65 Stat 
72); Pub. Law 215, 83d Cong., for 1 year from June 12, 1953 (67 Stat. 472); Pub. Law 464, 83d Cong., for | 
yoee from June 12, 1954 (68 Stat. 360); and Pub. Law 86, 84th Cong., (69 Stat. 162) until the close of June 30 
1958. 
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Section 3 


Nothing in this Act shall be construed to give any authority to 
cancel or reduce, in any manner, any of the indebtedness of any 
foreign country to the United States. 


Section 4 


Before any foreign trade agreement is concluded with any foreign 
yovernment or instrumentality thereof under the provisions of this 
Act, reasonable public notice of the intention to negotiate an agree- 
ment with such government or instrumentality shall be given in 
order that any interested person may have an opportunity to present 
his views to the President, or to such agency as the President may 
designate, under such rules and regulations as the President may 
prescribe; and before concluding such agreement the President shall 
request the Tariff Commission to make the investigation and report 
provided for by section 3 of the Trade Agreements Extension Act of 
1951, and shall seek information and advice with respect to such 
agreement from the Departments of State, Agriculture, Commerce, 
and Defense, and from such other sources as he may deem appropriate. 





TRADE AGREEMENTS EXTENSION ACT OF 1951, AS 


Trade Agree- 
ments Extension 
Act of 1951. 


**Peril-point” 
procedure, 


Tariff Commis- 

sion to report to 
President within 
20 days. 


Hearings. 


AMENDED 
AN ACT 


To extend the authority of the President to enter into trade 
agreements under section 350 of the Tariff Act of 1930, as 
amended, and for other purposes. 


Be it enacted by the Senate and House of Representatives 
of the United States of America in Congress assembled, 
That this Act may be cited as the ‘Trade Agreements 
Extension Act of 1951”’. 

Src. 2. [This section which extended the President’s 
authority to enter into foreign trade agreements for two 
years from June 12, 1951, is obsolete.] 

Src. 3. (a) Before entering into negotiations concern- 
ing any proposed foreign trade agreement under section 

350 of the Tariff Act of 1930, as amended, the President 
shall furnish the United States Tariff Commission (here- 
inafter in this Act referred to as the ‘‘Commission’’) with 
a list of all articles imported into the United States to 
be considered for possible modification of duties and 
other import restrictions, imposition of additional import 
restrictions, or continuance of existing customs or excise 
treatment. Upon receipt of such list the Commission 
shall make an investigation and report to the President 
the findings of the Commission with respect to each such 
article as to (1) the limit to which such modification, 
imposition, or continuance may be extended in order to 
carry out the purpose of such section 350 without causing 
or threatening serious injury to the domestic industry 
producing like or directly competitive articles; and (2) 
if increases in duties or additional import restrictions are 
required to avoid serious injury to the domestic industry 
producing like or directly competitive articles the mini- 
mum increases in duties or additional import restrictions 
required. Such report shall be made by the Commission 
to the President not later than 120 days after the receipt 
of such list by the Commission. No such foreign trade 
agreement shall be entered into until the Commission 
has made its report to the President or until the expira- 
tion of the 120-day period. 

(b) In the course of any investigation pursuant to this 
section the Commission shall hold hearings and give 
reasonable public notice thereof, and shall afford reason- 
able opportunity for parties interested to be present, to 
produce evidence, and to be heard at such hearings. 
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c) Section 4 of the Act entitled ““An Act to amend the 
Tariff Act of 1930”, approved June 12, 1934, as amended 
19 U. S. C., see. 1354), is hereby amended by striking 
out the matter following the semicolon and inserting in 
lieu thereof the following: ‘‘and before concluding suc! 
a greement the President shall request the Tariff Com- 
mission to make the investigation and report provided 
for by section 3 of the Trade Agreements Extension Act 
of 1951, and shall seek information and advice with 
respect to such agreement from the Departments of 
State, Agriculture, Commerce, and Defense, and from 
such other sources as he may deem appropriate.’ 

Sec. 4. (a) Within thirty days after any trade agree- 
ment under section 350 of the Tariff Act of 1930, 
— has been entered into which, when ductive, e, 
will (1) require or make appropriate any modification of 
duties or other import restrictions, the imposition of 
additional import restrictions, or the continuance of 
existing customs or excise treatment, which modification, 
imposition, or continuance will exceed the limit to which 
such modification, imposition, or continuance may be 
extended without causing or threatening serious injury 
to the domestic industry producing like or directly com- 
petitive articles as found and reported by the Tariff 
Commission under section 3, or (2) fail to require or 
make appropriate the minimum increase in duty or addi- 
tional import restrictions required to avoid such injury, 
the President shall transmit to Congress a copy of ‘such 
agreement together with a message accurately identi- 
fying the article with respect to which such limits or 
minimum requirements are not complied with, and 
stating his reasons for the action taken with respect to 
such article. If either the Senate or the House of Repre- 
sentatives, or both, are not in session at the time of such 
transmission, such agreement and message shall be filed 
with the Secretary of the Senate or the Clerk of the 
House of Representatives, or both, as the case may be. 

(b) Promptly after the President has transmitted 
such foreign trade agreement to Congress the Commis- 
sion shall deposit with the Committee on W ays and 
Means of the House of Representatives, and the Com- 
mittee on Finance of the Senate, a copy of the portions 
of its report to the President dealing with the articles 
with respect to which such limits or minimum require- 
ments are not complied with. 

Sec. 5. As soon as practicable, the President shall 
take such action as is necessary to suspend, withdraw or 
prevent the application of any reduction in any rate of 
duty, or binding of any existing customs or excise treat- 
ment, or other concession contained in any trade agree 
ment entered into under authority of section 350 of th 
Tariff Act of 1930, as amended and extended, to imports 
from the Union of Soviet Socialist Republics and to 
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imports from any nation or area dominated or controlled 
by the foreign government or foreign organization 
controlling the world Communist movement. 

Sec. 6. (a) No reduction in any rate of duty, o1 
binding of any existing customs or excise treatment, or 
other concession hereafter proclaimed under section 350 
of the Tariff Act of 1930, as amended, shall be permitted 
to continue in effect when the product on which the con- 
cession has been granted is, as a result, in whole or in 
part, of the duty or other custcms treatment reflecting 
such concession, being imported into the United States 
in such increased quantities, either actual or relative, as 
to cause or threaten serious injury to the domestic 
industry producing like or directly competitive products. 

(b) The President, as soon as practicable, shall take 
such action as may be necessary to bring trade agree- 
ments heretofore entered into under section 350 of the 
Tariff Act of 1930, as amended, into conformity with the 
policy established in subsection (a) of this section. 

Sec. 7. (a) Upon the request of the President, upon 
resolution of either House of Congress, upon resolution 
of either the Committee on Finance of the Senate or the 
Committee on Ways and Means of the House of Repre- 
sentatives, upon its own motion, or upon application 
of any interested party, the United States Tariff Com- 
mission shall promptly make an investigation and make 
a report thereon not later than nine months after the 
application is made to determine whether any product 
upon which a concession has been granted under a trade 
agreement is, as a result, in whole or in part, of the 
duty or other customs treatment reflecting such conces- 
sion, being imported into the United States in such 
increased quantities, either actual or relative, as to 
cause or threaten serious injury to the domestic indus- 
try producing like or directly competitive products. 

In the course of any such investigation, whenever it 
finds evidence of serious injury or threat of serious 
injury or whenever so directed by resolution of either 
the Committee on Finance of the Senate or the Com- 
mittee on Ways and Means of the House of Representa- 
tives, the Tariff Commission shall hold hearings giving 
reasonable public notice thereof and shall afford reason- 
able opportunity for interested parties to be present, to 
produce evidence, and to be heard at such hearings. 

Should the Tariff Commission find, as the result of its 
investigation and hearings, that a product on which a 
concession has been granted is, as a result, in whole or 
in part, of the duty or other customs treatment reflecting 
such concession, being imported in such increased quanti- 
ties, either actual or relative, as to cause or threaten 
serious injury to the domestic industry producing like or 
directly competitive products, it shall recommend to the 
President the withdrawal or modification of the conces- 
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sion, its suspension in whole or in part, or the establish- 
ment of import quotas, to the extent and for the time 
necessary to prevent or remedy such injury. 

The Tariff Commission shall immediately make public 
its findings and recommendations to the President, 
including any dissenting or separate findings and recom- 
mendations, and shall cause a summary thereof to be 
are in the Federal Register. 

In arriving at a determination in the foregoing pro- 
cedure the Tariff Commission, without excluding other 
factors, shall take into consideration a downward trend 
of production, employment, prices, profits, or wages in 
the domestic industry concerned, or a decline in sales, an 
increase in imports, either actual or relative to domestic 
production, a higher or growing inventory, or a decline in 
the proportion of the domestic market ‘supplied by do- 
mestic producers. 

Increased imports, either actual or relative, shall be 
considered as the cause or threat of serious injury to the 
domestic industry producing like or directly competitive 
products when the Commission finds that such increased 
imports have contributed substantially towards causing 
or threatening serious injury to such industry. 

Upon receipt of the Tariff Commission’s report of 
its investigation and hearings, the President may make 
such adjustments in the rates of duty, impose such 
quotas, or make such other modifications as are found 
and reported by the Commission to be necessary to 
prevent or remedy serious injury to the respective 
domestic industry. If the President does not take such 
action within sixty days he shall immediately submit a 
report to the Committee on Ways and Means of the 
House and to the Committee on Finance of the Senate 
stating why he has not made such adjustments or modifi- 
cations, or imposed such quotas. 

d) When in the judgment of the Tariff Commission 
no sufficient reason exists for a recommendation to the 
President that a concession should be withdrawn or 
modified or a quota established, it shall make and publish 
a report stating its findings and conclusions. 

As used in this Act, the terms ‘‘domestic industry 
producing like or directly competitive products’’ and 
“domestic industry producing like or directly com- 
petitive articles’”’ mean that portion or subdivision of the 
producing organizations manufacturing, assembling, 
proce essing, extracting, growing, or otherwise producing 
like or directly competitive products or articles in com- 
mercial quantities. In applying the preceding sentence, 
the Commission shall (so far as practicable) distinguis sh 
or separate the operations of the producing organiza- 
tions involving the like or directly competitive produ cts 
or articles referred to in such sentence from the opera- 
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Sec. 8. (a) In any case where the Secretary of Agri- 
culture determines and reports to the President and to 
the Tariff Commission with regard to any agricultural 
commodity that due to the perishability of the commodity 
a condition exists requiring emergency treatment, the 
Tariff Commission shall make an immediate investiga- 
tion under the provisions of section 22 of the Agricul- 
tural Adjustment Act, as amended, or under the provi- 
sions of section 7 of this Act to determine the facts and 
make recommendations to the President for such relief 
under those provisions as may be appropriate. The 
President may take immediate action however, without 
awaiting the recommendations of the Tariff Commission 
if in his judgment the emergency requires such action. 
In any case the report and findings of the Tariff Com- 
mission and the decision of the President shall be made 
at the earliest possible date and in any event not more 
than 25 calendar days after the submission of the case 
to the Tariff Commission. 

(b) Subsection (f) of section 22 of the Agricultural 
Adjustment Act, as amended, is hereby amended to read 
as follows: 

“(f) No trade agreement or other international 
agreement heretofore or hereafter entered into by 
the United States shall be applied in a manner in- 
consistent with the requirements of this section.”’ 

(c) Subsection (b) of section 22 of the Agricultural 
Adjustment Act, as amended, is amended by adding at 
the end thereof the following: 

“Tn any case where the Secretary of Agciculture 
determines and reports to the President with regard 
to any article or articles that a condition exists 
requiring emergency treatment, the President may 
take immediate action under this section without 
awaiting the recommendations of the Tariff Com- 
mission, such action to continue in effect pending 
the report and recommendations of the Tariff Com- 
mission and action thereon by the President.” 

Sec. 9. (a) The second sentence of section 2 (a) of the 
Act entitled “An Act to amend the Tariff Act of 1930”, 
approved June 12, 1934, as amended, is amended by 
striking out the word “sections” and inserting in lieu 
thereof the word “section” and by striking out “and 
516 (b)”’. 

(b) Subsection (c) of section 17 of the Customs Ad- 
ministrative Act of 1938, as amended, is hereby repealed. 

Sec. 10. The enactment of this Act shall not be con- 
strued to determine or indicate the approval or disap- 
proval by the Congress of the Executive Agreement 
known as the General Agreement on Tariffs and Trade. 

Sec. 11. The President shall, as soon as practicable, 
take such measures as may be necessary to prevent the 
importation of ermine, fox, kolinsky, marten, mink, 
muskrat, and weasel furs and skins, dressed or undressed, 
which are the product of the Union of Soviet Socialist 
Republics or of Communist China. 


er © 


aoanTronoo @ 





MATERIAL RELATING TO THE GENERAL AGREEMENT ON 
TARIFFS AND TRADE 


1. INTRODUCTION 


The General Agreement on Tariffs and Trade is a multilateral trade 
agreement entered into by the United States under the Trade Agree- 
ments Act. With the accession of Japan in 1955, 35 nations are now 
contracting parties to the General Agreement. 

The General Agreement consists of (1) schedules of tariff concessions 
for the individual contracting parties and (2) a set of general provi- 
sions which seeks to protect the tariff concessions from nullification 
by other restrictive devices and to supplement the tariff concessions 
by relaxing other barriers to international trade. 

Among the 35 countries participating in the General Agreement 
are the countries of the British Commonwealth, most of the countries 
of Western Europe, and a number of Latin American and Asiatic 
countries, including Japan. These countries together account for over 
80 percent of the international trade of the entire world. 

The schedules of tariff concessions in the General Agreement include 
about 60,000 items in the tariff classifications of the contracting 
parties, and it is estimated that the total trade in 1955 in products 
covered by the concessions amounted to more than $40 billion, or more 
than half of the world’s total trade. The tariff concessions include 
reductions in duties or binding of duties against increase, the binding 
of duty-free treatment, and the elimination or reduction of tariff 
preferences. 

The general provisions of the Agreement provide a framework or 
code of principles and rules to safeguard and supplement the tariff 
concessions, and, more generally, to provide standards for the conduct 
of the trade of the contracting parties on a fair and mutually ad- 
vantageous basis. It incorporates such basic rules as most-favored- 
nation treatment (i. e., nondiscrimination) for all contracting parties 
in tariffs, customs, and tax matters, and a general prohibition of 
quantitative import and expori restrictions (i. e., quotas) against the 
trade of other contracting parties. There are agreed qualifications 
and exceptions to the general rules under certain carefully defined 
circumstances. The general provisions also deal with procedural 
matters, such as the geographic areas covered, the accession of new 
countries, amendments, the termination of obligations, consultations, 
administration, and various other matters relevant to the Agreement 
as a whole. 

Before the war, the United States used the trade agreements author- 
ity to negotiate bilateral trade agreements. In 10 years agreements 
were negotiated with 29 countries. It is generally agreed that these 
bilateral trade agreements helped to slow down the worldwide trend 
toward ever higher barriers to trade. 

By the end of World War II, however, it was evident that much 
remained to be done in the reduction of world trade barriers and that 
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the bilateral agreement had serious limitations as a method of effecting 
further important reductions. . 

This was especially true as regards barriers other than tariffs. For 
example, import quotas, which had become widespread in the period 
between the two world wars, were being used or held in readiness by 
many countries as a bargaining weapon or threat against the use of 
quotas by other countries. Significant limitations could not be agreed 
to in such fields until most or all important trading countries were 
ready to undertake similar obligations on a reciprocal basis. 

Even in the field of tariffs, it was clear that bilateral agreements 
could not achieve the needed reductions. Countries tended to hold 
back tariff concessions for fear that other countries not party to such 
agreements would obtain benefits without giving any concessions or 
assuming any corresponding obligations. 

Furthermore, the process of negotiating bilateral agreements one by 
one with each country was extremely time-consuming. At the end of 
the war, there was a pressing need to get agreement among as many 
nations as possible so as further to reduce trade barriers and avoid the 
economic conflicts which would inevitably arise if each country were 
left to deal with its own difficulties without regard to the effect of its 
action on other countries. Some other instrument which would 
achieve faster results than the bilateral technique was needed. 

To meet these difficulties, the United States took the initiative in 
developing a “multilateral” (i. e., many-country, as opposed to “bi- 
lateral’ or two-country) approach to the solution of international 
trade problems. After more than 2 years of intensive preparation 
both here and abroad, including 6 months of negotiations among 23 
countries in Geneva in 1947, the General Agreement was first put into 
effect on January 1, 1948, by eight important trading nations, includ- 
ing the United States. Since that time many more countries have 
agreed to apply the General Agreement, and two additional rounds of 
tariff negotiations have taken place—in Annecy, France, in 1949 and 
in Torquay, England, in 1950-51. In the spring of 1955, negotiations 
were held which resulted in the accession of Japan, bringing the total 
number of countries participating in this unique international coop- 
erative association to 35. A new general round of tariff negotiations, 
which began in Geneva on January 18, 1956, is now underway. 

As the years have gone by since the General Agreement came into 
effect on January 1, 1948, its importance to the economic and security 
interests of the United States and its allies in the free world has con- 
tinued to grow. President Eisenhower pointed out the reason for this 
when he said: 

For every country in the free world, economic strength is dependent upon high 
levels of economic activity internally and high levels of international trade. No 
nation can be economically self-sufficient. Nations must buy from other nations, 
and in order to pay for what they buy they must sell. It is essential for the 
security of the United States and the rest of the free world that the United States 
take the leadership in promoting the achievement of those high levels of trade 
that will bring to all the economic strength upon which the freedom and security 
of ali depends. 

And, as the President has also pointed out, the General Agreement 
is the principal instrument through which the United States cooperates 
with “all the major trading nations of the free world in an effort to 
reduce trade barriers.” 
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There have been many important changes in economic conditions 
since 1948, when the General Agreement was first put inww effect. By 
1953, it was evident to the United States and other participating coun- 
tries that the time had come for a review of the substantive and 
organizational provisions of the General Agreement. Arrangements 
were made for such a review to be held in Geneva during the Ninth 
Session of the Contracting Parties, which began on October 28, 1954, 
and ended March 7, 1955. 

Seven years’ experience under the Generai Agreement has led to 
the conclusion that the Agreement could be more effectively admin- 
istered if a continuing organization were established on a formal basis 
for this purpose. To meet this need, an agreement was negotiated 
during the Review Session, which, when accepted by governments, 
will establish the Organization for Trade Cooperation to administer 
the General Agreement. H. R. 5550 would authorize United States 
participation in the Organization for Trade Cooperation. 

The Review also resulted in proposed changes in the General 
Agreement itself. Four of these are of importance. 

(1) There will be introduced into the provisions governing balance- 
of-payments restrictions a requirement for periodic review of all such 
restrictions and for action against any significant infringement of 
these provisions. These revised consultation procedures, together 
with the establishment of the OTC to administer them, are intended 
to assure the speedier elimination of import restrictions which are no 
longer needed because of shortages of foreign exchange. 

(2) Heretofore, the terms of the General Agreement have been such 
as to allow the ‘firm life” of tariff concessions to expire from time 
to time, and each time it has been necessary for governments to 
negotiate and sign a new agreement to provide tariff stability for a 
succeeding period. The General Agreement will be amended so that 
hereafter the ‘‘firm life’’ of the tariff concessions will be automatically 
renewed for successive periods of three years (unless some other period 
is agreed upon), subject to the right of each country to renegotiate 
individual concessions at the time of each renewal. To provide 
additional flexibility, procedures will be saareneaed in the Agreement 
permitting the renegotiation of individual tariff concessions at any 
time the Organization recognizes that there are special circumstances 

(3) The Article which is intended to provide for the special problems 
of economic development (e. g. protec tion for infant industries) will 
be changed to adapt it more nearly to the needs of the underdeveloped 
countries, as shown by experience. 

(4) New provisions will be added on export subsidies designed to 
minimize and in time eliminate the use of export subsidies on manu- 
factured products and, in the case of primary products where subsidies 
are more commonly found and frequently a necessity, to require that 
subsidizing countries refrain from unfairly taking more than an 
equitable share of the export market. 

During the Review Session, it was also agreed to release the United 
States from its obligations under the Gene ral Agreement to the extent 
required to cover any action which the President may take under 
section 22 of the Agricultural Adjustment Act, as amended. The 
decision to this effect, which was taken by the contracting parties 
jointly under their ge neral waiver procedure, is shown on page 99. 
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The proposed amendments to the General Agreement are now before 
the contracting parties for acceptance. The United States and many 
other governments have already accepted them. The following pages 
reproduce the text of the General Agreement on Tariffs and Trade as 
it will appear when effect has been given to these substantive amend- 
ments, after acceptance by the prescribed number of governments, 
and to the organizational amendments, upon establishment of the 
OTC. The expectation is that the OTC will administer the General 
Agreement in the form shown below. 


2. TEXT AND ARTICLE-BY-ARTICLE DESCRIPTION OF THE GENERAL 
AGREEMENT ON TARIFFS AND TRADE, REFLECTING PROPOSED 
AMENDMENTS DEVELOPED AT THE NINTH SESSION OF THE CON. 
TRACTING PARTIES TO THE GENERAL AGREEMENT AT GENEVA* 


Part I 
Article I—Objectives 


Description of Article 


The Article enumerates certain broad objectives of international 
trade and economic endeavor which are commonly shared by govern- 
ments and notes the desire of the contracting parties to contribute 
to those objectives through arrangements directed to the reduction 
of tariffs and other trade barriers and the elimination of discrimination. 
Text of Article 

1. The contracting parties recognize that their relations in the field 
of trade and economic endeavour should be conducted with a view 
to raising standards of living, ensuring full employment and _a large 
and steadily growing volume of real income and effective demand, 
developing the full use of the resources of the world and expanding 
the production and exchange of goods, and promoting the progressive 
development of the economies of all the contracting parties. | 

2. The contracting parties desire to contribute to these objectives 
through this Agreement by entering into reciprocal and mutually 
advantageous arrangements directed to the substantial reduction of 
tariffs and other barriers to trade and to the elimination of discrimina- 
tory treatment in international commerce. 


Article II—General Most-Favored-Nation Treatment 


Description of Article 


This Article requires the contracting parties to give one another 
unconditional most-favored-nation treatment—the policy of auto- 
matically extending to all contracting parties trade concessions granted 
to any country. The United States has generally followed such a 
policy since 1923, and it has been a part of United States law since 
1934 (Section 350 of the Tariff Act of 1930, as amended). (The 
United States no longer applies this policy to the Soviet Bloc.) 

In the past, when the most-favored-nation clause was included in 
bilateral trade agreements, exceptions were permitted for the estab- 
lishment, maintenance, and increase of preferences between certain 
areas with historic political ties, such as the areas comprising the 


*These amendments were accepted by the United States on March 21, 1955. 
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British Commonwealth, France and its colonies, and the United 
States and Cuba. The General Agreement follows this practice by 
not requiring elimination of these preferences. It departs from the 
practice, however, by limiting the increase of these preferences 
above the level in effect on a date prior to entry into the Agreement 
of the country concerned. 


Text of Article * 


1. With respect to customs duties and charges of any kind imposed 
on or in connection with importation or exportation or imposed on the 
international transfer of payments for imports or exports, and with 
respect to the method of levying such duties and charges, and with 
respect to all rules and formalities in connection with importation and 
exportation, and with respect to the application of internal taxes to 
exported goods, and with respect to all matters referred to in para- 
graphs 2 and 4 of article IV, any advantage, favour, privilege or im- 
munity granted by any contracting party to any product originating 
in or destined for any other country shall be accorded immediately and 
unconditionally to the like product originating in or destined for the 
territories of all other contracting parties. 

2. The provisions of paragraph 1 of this Article shall not require the 
elimination of any preferences in respect of import duties or charges 
which do not exceed the levels provided for in paragraph 4 of this 
Article and which fall within the following descriptions: 

(a) preferences in force exclusively between two or more of the 
territories listed in Annex A, subject to the conditions set forth 
therein; 

(b) preferences in force exclusively between two or more terri- 
tories which on July 1, 1939, were connected by common sov- 
ereignty or relations of protection or suzerainty and which are 
listed in Annexes B, C and D, subject to the conditions set forth 

‘therein; 

(c) preferences in force exclusively between the United States 
of America and the Republic of Cuba; 

(d) preferences in force exclusively between neighbouring 
countries listed in Annex E. 

3. The provisions of paragraph 1 shall not apply to preferences 
between the countries formerly a part of the Ottoman Empire and 
detached from it on 24 July 1923; Provided such preferences are ap- 
proved under paragraph 5 of Article XXV. 

4. The margin of preference on any product in respect of which a 
preference is permitted under paragraph 2 of this Article but is not 
specifically set forth as a maximum margin of preference in the appro- 
priate Schedule annexed to this Agreement shall not exceed 

(a) in respect of duties or charges on any product described in 
such Schedule, the difference between the most-favoured-nation 
and preferential rates provided for therein; if no preferential rate 
is provided for, the preferential rate shall for the purposes of this 
paragraph be taken to be that in force on April 10, 1947, and, if 
no most-favoured-nation rate is provided for, the margin shall 
not exceed the difference between the most-favoured-nation and 
preferential rates existing on April 10, 1947; 


' Notes to the Article will be found on page 1427. 
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(b) in respect of duties or charges on any product not described 
in the appropriate Schedule, the difference between the most- 
favoured-nation and preferential rates existing on April 10, 1947. 

In the case of the contracting parties named in Annex F, the date of 
April 10, 1947, referred to in sub- paragraphs (a) and (b) of this para- 


graph shall be replaced by the respective dates set forth in that 
Annex. 


Article II1I—Schedules of Concessions 


Description of Article 


This Article gives effect to the tariff concessions which have been 
negotiated under the Agreement and makes the schedules incorpo- 
rating these concessions an integral part of the Agreement. 

Text of Article ? 

1. (a) Each contracting party shall accord to the commerce of the 
other contracting parties treatment no less favourable than that pro- 
vided 7 in the appropriate Part of the appropriate Schedule annexed 
to this Agreement. 

(b) T he products described in Part I of the Schedule relating to any 
contracting party, which are the products of territories of other con- 
tracting parties, shall, on their importation into the territory to which 
the Schedule relates, and subject to the terms, conditions or qualifica- 
tions set forth in that Schedule, be exempt from ordinary customs 
duties in excess of those set forth and provided for therein. Such 
products shall also be exempt from all other duties or charges of any 
kind imposed on or in connexion with importation, including charges 
of any kind imposed on the international transfer of payments for 
imports, in excess of those imposed on the date of this Agreement or 
those directly or mandatorily required to be imposed thereafter by 
legislation in force in the importing territory on that date. 

(c) The products described in Part II of the Schedule relating to any 
contracting party, which are the products of territories entitled under 
Article II to receive preferential treatment upon importation into the 
territory to which the Schedule relates, shall, on their importation into 
such territory, and subject to the terms, conditions or qualifications 
set forth in that Schedule, be exempt from ordinary customs duties 
in excess of those set forth and provided for in Part IT of that Schedule. 
Such products shall also be exempt from all other duties or charges 
of any kind imposed on or in connexion with importation, including 
charges of any kind imposed on the international transfer of payments 
for imports, in excess of those imposed on the date of this Agreement 
or those directly or mandatorily required to be imposed thereafter by 
legislation in force in the importing territory on that date. Nothing 
in this Article shall prevent any contracting party from maintaining 
its requirements existing on the date of this Agreement as to the eligi- 
bility of goods for entry at preferential rates of duty. 

2. Nothing in this article shall prevent any contracting party from 
imposing at any time on the importation of any product 

(a) a charge equivalent to an internal tax imposed consistently 
with the provisions of paragraph 2 of article IV in respect of 
the like domestic product or in respect of an article from which 


2 Notes to ‘the Article will be found on page 1427 
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the imported product has been manufactured or produced in 
whole or in part; 

(b) any anti-dumping or countervailing duty applied con- 
sistently with the provisions of Article VI; 

(c) fees or other charges commensurate with the cost of 
services rendered. 

3. No contracting party shall alter its method of determining duti- 
able value or of converting currencies so as to impair the value of 
any of the concessions provided for in the appropriate Schedule 
annexed to this Agreement. 

4. If any contracting party establishes, maintains or authorizes, 
formally or in effect, a monopoly of the importation of any product 
described in the appropriate Schedule annexed to this Agreement, 
such monopoly shall not, except as provided for in that Schedule or 
as otherwise agreed between the parties which initially negotiated 
the concession, operate so as to afford protection on the average 
in excess of the amount of protection provided for in that Schedule. 
The provisions of this paragraph shall not limit the use by contracting 
parties of any form of assistance to domestic producers permitted by 
other provisions of this Agreement. 

5. If any contracting party considers that a product is not re- 
ceiving from another contracting party the treatment which the 
first contracting party believes to have been contemplated by a 
concession provided for in the appropriate Schedule annexed to this 
Agreement, it shall bring the matter directly to the attention of the 
other contracting party. If the latter agrees that the treatment 
contemplated was that claimed by the first contracting party, but 
declares that such treatment cannot be accorded because a court or 
other proper authority has ruled to the effect that the product in- 
volved cannot be classified under the tariff laws of such contracting 
party so as to permit the treatment contemplated in this Agreement, 
the two contracting parties, together with any other contracting 
parties substantially interested, shall enter promptly into further 
negotiations with a view to a compensatory adjustment of the 
matter. . 

6. (a) The specific duties and charges included in the Schedules 
relating to contracting parties members of the International Monetary 
Fund, and margins of preference in specific duties and charges main- 
tained by such contracting parties, are expressed in the appropriate 
currency at the par value accepted or at the rate of exchange recog- 
nized by the Fund at the dace of this Agreement. Accordingly, in 
case the par value accepted or the rate of exchange recognized by the 
Fund is reduced consistently with the Article of Agreement of the Fund 
by more than twenty per centum, such specific duties and charges 
and margins of preference may be adjusted to take account of such 
reduction; Provided, that the Organization for Trade Cooperation 
(hereinafter referred to as ‘‘the Organization’é) concurs that such ad- 


justments will not impair the value of the concessions provided for 
in the appropriate Schedule or elsewhere in this Agreement, due 
account being taken of all factors which may influence the need for, 
or urgency of, such adjustments. 


75018—56——-88 
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(b) Similar provisions shall apply to any contracting party not a 
member of the Fund, as from the date on which such contracting 
party becomes a member of the Fund or enters into a special exchange 
agreement in pursuance of Article XV. 

7. The Schedules annexed to this Agreement are hereby made an 
integral part of Part I of this Agreement. 


Part II* 


Article IV—National Treatment on Internal Taxation 
and Regulation 


Description of Article 


This article requires that internal taxes (for example, excise taxes), 
and other internal regulations be applied to imports and domestic 
products on a nondiscriminatory basis. The purpose is to assure that 
apy charges and regulations directed against imports should be applied 
openly as such, in the form of tariff or other import regulations, rather 
than through concealed internal measures. Among other things this 
rule is necessary to protect the value of tariff concessions. 

The Article provides an exception for international trade in motion- 
picture films. Since the value of a film is determined by the number 
of times it is shown, countries have regulated the effect of film imports 
by establishing quotas of screen time that must be reserved for 
domestically-produced films. The Article permits such quotas, 
subject to certain qualifications, but opens the way to the reduction 
or elimination of these quotas by making them subject to negotiation 
as tariff rates are. 


Text of Article® 


1. The contracting parties recognize that internal taxes and other 
internal charges, and laws, regulations and requirements affecting the 
internal sale, offering for sale, purchase, transportation, distribution 
or use of products, and internal quantitative regulations requiring the 
mixture, processing or use of products of specified amounts or propor- 
tions, should not be applied to imported or domestic products so as to 
afford protection to domestic production. 

2. The products of the territory of any contracting party imported 
into the territory of any other contracting party shall not be subject, 
directly or indirectly, to internal taxes or other internal charges of 
any kind in excess of those applied, directly or indirectly, to like 
domestic products. Moreover, no contracting party shall otherwise 
apply internal taxes or other internal charges to imported or domestic 
products in a manner contrary to the principles set forth in paragraph 1. 

3. With respect to any existing internal tax which is inconsistent 
with the provisions of paragraph 2 but which is specifically authorized 
under a trade agreement, in force on 10 April 1947, in which the import 
duty on the taxed prodtct is bound against increase, the contracting 
party imposing the tax shall be free to postpone the application of the 
provisions of paragraph 2 to such tax until such time as it can obtain 


*NoTe: The contracting parties have undertaken to apply this Part of the Agreement “to the fullest 
extent not inconsistent wit existing legislation.’’ This reservation relates, in the case of the United 
States, to legislation in existence on October 30, 1947. 


? Notes to the Article will be found on page 1428. 
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release from the obligations of such trade agreement in order to permit 
the increase of such duty to the extent necessary to compensate for the 
elimination of the protective element of the tax. 

4. The products of the territory of any contracting party imported 
into the territory of any other contracting party shall be accorded 
treatment no less favourable than that accorded to like products of 
national origin in respect of all laws, regulations and requirements 
affecting their internal sale, offering for sale, purchase, transportation, 
distribution or use. The provisions of this paragraph shall not 
prevent the application of differential internal transportation charges 
which are based exclusively on the economic operation of the means 3 of 
transport and not on the nationality of the product. 

5. No contracting party shall establish or maintain any internal 
quantitative regulation relating to the mixture, processing or use of 
products in specified amounts or proportions which requires, directly 
or indirectly, that any specified amount or proportion of any product 
which is the subject of the regulation must be supplied from domestic 
sources. Moreover, no contracting party shall otherwise apply 
internal quantitative regulations in a manner contrary to the principles 
set forth in paragraph 1. 

6. The provisions of paragraph 5 shall not apply to any internal 
ceases regulation in force in the territory of any contracting 
party on 1 July 1939, 10 April 1947, or 24 March 1948, at the option 
of that contracting party; Provided that any such regulation which is 
contrary to the provisions of paragraph 5 shall not be modified to 
the detriment of imports and shall be treated as a customs duty for 
the purpose of negotiation. 

No internal quantitative regulation relating to the mixture, 
processing or use of products in specified amounts or proportions shall 
be applied in such a manner as to allocate any such amount or propor- 
tion among external sources of supply. 

8. (a) The provisions of this article shall not apply to laws, regu- 
lations or requirements governing the procurement by governmental 
agencies of products purchased for governmental purposes and not 
with a view to commercial resale or with a view to use in the production 
of goods for commercial sale. 

(b) The provisions of this article shall not prevent the payment of 
subsidies exclusively to domestic producers, including payments to 
domestic producers derived from the proceeds of internal taxes or 
charges applied consistently with the provisions of this Article and 
subsidies effected through governmental purchases of domestic 
products. 

9. The contracting parties recognize that internal maximum price 
control measures, even though conforming to the other provisions of 
this article, can have effects prejudicial to the interests of contracting 
parties supplying imported products. Accordingly, contracting par- 
ties applying such measures shall take account of the interests of 
exporting contracting parties with a view to avoiding to the fullest 
practicable extent such prejudicial effects. 

10. The provisions of this Article shall not prevent any contracting 
party from establishing or maintaining internal quantitative regula- 
tions relating to exposed cinematograph films. If any contracting 
party establishes or maintains such regulations they shall take the 
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form of screen quotas which shall conform to the following require- 
ments: 

(a) Screen quotas may require the exhibition of cinematograph 
films of national origin during a specified minimum proportion of 
the total screen time actually utilized, over a specified pariod of 
not less than one year, in the commercial exhibition of all films 
of whatever origin, and shall be computed on the basis of screen 
time per theatre per year or the equivalent thereof; 

(b) With the exception of screen time reserved for films of 
national origin under a screen quota, screen time including that 
released by administrative action from screen time reserved for 
films of national origin, shall not be allocated formally or in 
effect among sources of supply; 

(c) Notwithstanding the provisions of sub-paragraph (b) of 
this paragraph, any contracting party may maintain screen quotas 
conforming to the requirements of sub-paragraph (a) of this par- 
agraph which reserve a minimum proportion of screen time for 
films of a specified origin other than that of the contracting party 
imposing such screen quotas; Provided that no such minimum 
proportion of screen time shall be increased above the level in 
effect on 10 April 1947; 

(d) Sereen quotas shall be subject to negotation for their 
limitation, liberalization or elimination. 


Article V—Freedom of Transit 


Description of Article 


This Article is designed to ensure that a contracting party does 
not hinder or discriminate against the trade of other contracting 


parties in the regulations made to govern goods in transit through 
its territory. 


Text of Article * 

1. Goods (including baggage), and also vessels and other means of 
transport, shall be deemed to be in transit across the territory of a 
contracting party when the passage across such territory, with or 
without trans-shipment, warehousing, breaking bulk, or change in 
the mode of transport, is only a portion of a complete journey be- 
ginning and terminating beyond the frontier of the contracting party 
across whose territory the traffic passes. Traffic of this nature is 
termed in this Article “traffic in transit.” 

2. There shall be freedom of transit through the territory of each 
contracting party, via the routes most convenient for international 
transit, for traffic in transit to or from the territory of other contracting 
parties. No distinction shall be made which is based on the flag of 
vessels, the place of origin, departure, entry, exit or destination, or on 
any circumstances relating to the ownership of goods, of vessels or of 
other means of transport. 

3. Any contracting party may require that traffic in transit through 
its territory be entered at the proper customhouse, but, except in 
cases of failure to comply with applicable customs laws and regulations, 
such traffic coming from or going to the territory of other contracting 
parties shall not be subject to any unnecessary delays or restrictions 


‘A note to the Article will be found on page 1429. 
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and shall be exempt from customs duties and from all transit duties 
or other charges imposed in respect of transit, except charges for 
transportation or those commensurate with administrative expenses 
entailed by transit or with the cost of services rendered. 

4. All charges and regulations imposed by contracting parties on 
traffic in transit to or from the territories of other contracting parties 
shall be reasonable, having regard to the conditions of the traffic. 

5. With respect to all charges, regulations and formalities in con- 
nection with transit, each contracting party shall accord to traffic in 
transit to or from the territory of any other contracting party treat- 
ment no less favourable than the treatment accorded to traffic in 
transit to or from any third country. 

6. Each contracting party shall accord to products which have 
been in transit through the territory of any other contracting party 
treatment no less favourable than that which would have been 
accorded to such products had they been transported from their 
place of origin to their destination without going through the territory 
of such other contracting party. Any contracting party shall, how- 
ever, be free to maintain its requirements of direct consignment 
existing on the date of this Agreement, in respect of any goods in 
regard to which such direct consignment is a requisite condition of 
eligibility for entry of the goods at preferential rates of duty or has 
relation to the contracting party’s prescribed method of valuation 
for duty purposes. 

7. The provisions of this Article shall not apply to the operation 
of aircraft in transit, but shall apply to air transit of goods (including 
baggage). 


Article ViI—Anti-dumping and Countervailing Duties 


Description of Article 


This Article recognizes that dumping (the practice of exporting 
goods at prices less than their normal domestic value) is objectionable 
if it threatens or causes material injury to an established industry, or 
retards the establishment of an industry, in the territory of another 
contracting party. It recognizes the right of a country to protect itself 
against injury from dumping or subsidization through the imposition 
of anti-dumping or countervailing duties. 

There are also provisions whereby an importing country may levy 
anti-dumping or countervailing duties to protect from injury the indus- 
try of a third country exporting to its market. In such cases, however, 
approval of the Organization must be obtained. 

Text of Article * 

1. The contracting parties recognize that dumping, by which 
products of ene country are introduced into the commerce of another 
country at less than the normal value of the products, is to be con- 
demned if it causes or threatens material injury to an established 
industry in the territory of a contracting party or materially retards 
the establishment of a domestic industry. For the purposes of this 
article, a product is to be considered as being introduced into the 
commerce of an importing country at less than its normal value, if 
the price of the product exported from one country to another 


' Notes to the Article wil! be found on page 1429. 
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(a) is less than the comparable price, in the ordinary course 
of trade, for the like product when destined for consumption in 
the exporting country, or, 

(b) in the absence of such domestic price, is less than either 

(i) the highest comparable price for the like product for 

export to any third country in the ordinary course of trade, or 

(ii) the cost of production of the product in the country 

of origin plus a reasonable addition for selling cost and profit. 

Due allowance shall be made in each case for differences in condi- 

tions and terms of sale, for differences in taxation, and for other 
differences affecting price comparability. 

2. In order to offset or prevent dumping, a contracting party may 
levy on any dumped product an anti-dumping duty not greater in 
amount than the margin of dumping in respect of such product. For 
the purposes of this article, the margin of dumping is the price dif- 
ference determined in accordance with the provisions of paragraph 1. 

3. No countervailing duty shall be levied on any product of the 
territory of any contracting party imported into the territory of 
another contracting party in excess of an amount equal to the esti- 
mated bounty or subsidy determined to have been granted, directly or 
indirectly, on the manufacture, production or export of such product 
in the country of origin or exportation, including any special subsidy 
to the transportation of a particular product. The term ‘countervail- 
ing duty” shall be understood to mean a special duty levied for the 


purpose of offsetting any bounty or subsidy bestowed, directly or 
indirectly, upoon the manufacture, production or export of any 


merchandise. 

4. No product of the territory of any contracting party imported 
into the territory of any other contracting party shall be subject to 
anti-dumping or countervailing duty by reason of the exemption of 
such product from duties or taxes borne by the like product when 
destined for consumption in the country of origin or exportation, or 
by reason of the refund of such duties or taxes. 

5. No product of the territory of any contracting party imported 
into the territory of any other contracting party shall be subject to 
both anti-dumping and countervailing duties to compensate for the 
same situation of dumping or export subsidization. 

6. (a) No contracting party shall levy any anti-dumping or counter- 
vailing duty on the importation of any product of the territory of an- 
other contracting party unless it determines that the effect of the 
dumping or subsidization, as the case may be, is such as to cause or 
threaten material injury to an established domestic industry, or is 
such as to retard materially the establishment of a domestic industry. 

(b) The Organization may waive the requirement of sub-paragraph 
(a) of this paragraph so.as to permit a contracting party to levy an 
anti-dumping or countervailing duty on the importation’ of any prod- 
uct for the purpose of offsetting dumping or subsidization which causes 
or-threatens material injury to an industry in the territory of another 
contracting party exporting the product concerned to the territory of 
the importing contracting party. The Organization shall waive the 
requirements of sub-paragraph (a) of this paragraph, so as to permit 
the levying. of a countervailing duty, in cases in which it finds that a 
subsidy is causing or threatening material injury to an industry in the 
territory of another contracting party exporting the product concerned 
to the territory of the importing contracting party. 
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(c) In exceptional circumstances, however, where delay might cause 
damage which would be difficult to repair, a contracting party may 
levy a countervailing duty for the purpose referred to in sub-paragraph 
(b) of this paragraph without the prior approval of the Organization; 
Provided that such action shall be reported immediately to the Organi- 
zation and that the countervailing duty shall be withdrawn promptly 
if the Organization disapproves. 

7. A system for the stabilization of the domestic price or of the 
return to domestic producers of a primary commodity, independently 
of the movements of export prices, which results at times in the sale of 
the commodity for export at a price lower than the comparable price 
charged for the like commodity to buyers in the domestic market, shall 
be presumed not to result in material injury within the meaning of 
paragraph 6 if it is determined by consultation among the contracting 
parties substantially interested in the commodity concerned that: 

(a) the system has also resulted in the sale of the commodity 
for export at a price higher than the comparable price charged for 
the like commodity to buyers in the domestic market, and 

(b) the system is so operated, either because of the effective 
regulation of production, or otherwise, as not to stimulate exports 
unduly or otherwise, seriously prejudice the interests of other con- 
tracting parties. 


Article VII— Valuation for Customs Purposes 


Description of Article 


This Article recognizes that value of imported goods for customs 
purposes should be based on actual value and establishes certain 
general standards for determining actual value. It also states that 
bases and methods for determining value should be stable and should 
be given adequate publicity. 

Text of Article ® 

1. The contracting parties recognize the validity of the general 
principles of valuation set forth in the following paragraphs of this 
Article, and they undertake to give effect to such principles, in respect 
of all products subject to duties or other charges or restrictions on 
importation and exportation based upon or regulated in any manner 
by value. Moreover, they shall, upon a request by another contracting 
party, review the operation of any of their laws or regulations relating 
to value for customs purposes in the light of these principles. The 
Organization may request from contracting parties reports on steps 
taken by them in pursuance of the provisions of this Article. 

2. (a) The value for customs purposes of imported merchandise 
should be based on the actual value of the imported merchandise on 
which duty is assessed, or of like merchandise, and should not be based 
on the value of merchandise of national origin or on arbitrary or fic- 
tious values. 

(b) “Actual value” should be the price at which, at a time and place 
determined by the legislation of the country of importation, such or 
like merchandise is sold or offered for sale in the ordinary course of 
trade under fully competitive conditions. To the extent to which the 


* Notes to the Article will be found on page 1429. 
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price of such or like merchandise is governed by the quantity in a 
particular transaction, the price to be considered should uniformly be 
related to either (i) comparable quantities, or (ii) quantities not less 
favourable to importers than those in which the greater volume of the 
merchandise is sold in the trade between the countries of exportation 
and importation. 

(c) When the actual value is not ascertainable in accordance with 
subparagraph (b) of this paragraph, the value for customs purposes 
should be based on the nearest ascertainable equivalent of such value, 

3. The value for customs purposes of any imported product should 
not include the amount of any internal tax, applicable within the 
country of origin or export, from which the imported product has 
been exempted or has been or will be relieved by means of refund. 

4. (a) Except as otherwise provided for in this paragraph, where 
it is necessary for the purposes of paragraph 2 of this Article for a 
contracting party to convert into its own currency a price expressed 
in the currency of another country, the conversion rate of exchange to 
be used shall be based, for each currency involved, on the par value 
as established pursuant to the Articles of Agreement of the Inter- 
national Monetary Fund or on the rate of exchange recognized by the 
Fund, or on the par value established in accordance with a special 
exchange agreement entered into pursuant to Article XV of this 
Agreement. 

(b) Where no such established par value and no such recognized 
rate of exchange exist, the conversion rate shall reflect effectively the 
current value of such currency in commercial transactions. 

(c) The Organization, in agreement with the International Mone- 
tary Fund, shall formulate rules governing the conversion by con- 
tracting parties of any foreign currency in respect of which multiple 
rates of exchange are maintained consistently with the Articles of 
Agreement of the International Monetary Fund. Any contracting 
party may apply such rules in respect of such foreign currencies for 
the purposes of paragraph 2 of this Article as an alternative to the 
use of par values. Until such rules are adopted by the Organization, 
any contracting party may employ, in respect of any such foreign 
currency, rules of conversion for the purposes of paragraph 2 of or 
Article which are designed to reflect effectively the value of suc! 
foreign currency in commercial transactions. 

(d) Nothing in this paragraph shall be construed to require any 
contracting party to alter the method of converting currencies for 
customs purposes which is applicable in its territory on the date of 
this Agreement, if such alteration would have the effect of increasing 
generally the amounts of duty payable. 

5. The bases and methods for determining the value of products 
subject to duties or other charges or restrictions based upon or regu- 
lated in any manner by value should be stable and should be given 
sufficient publicity to enable traders to estimate, with a reasonable 
degree of certainty, the value for customs purposes. 
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Article VIII—Fees and Formalities Connected with 
Importation and Exportation 


Description of Article 


Article VIII establishes principles designed to simplify and mini- 
mize the effects on trade of customs fees and formalities. 
Text of Article? 

1. (a) All fees and charges of whatever character (other than import 
and export duties and other than taxes within the purview of Article 
IV) imposed by contracting parties on or in connection with importa- 
tion or exportation shall be limited in amount to the approximate 
cost of services rendered and shall not represent an indirect protection 
to domestic products or a taxation of imports or exports for fiscal 
purposes. 

b) The contracting parties recognize the need for reducing the 
number and diversity of fees and charges referred to in sub-paragraph 
a). 

(c) The contracting parties also recognize the need for minimizing 
the incidence and complexity of import and export formalities and for 
decreasing and simplifying import and export documentation require- 
ments. 

2. A contracting party shall, upon request by another contracting 
party or by the Organization, review the operation of its laws and 
rezulations in the light of the provisions of this Article. 

3. No contracting party shall impose substantial penalties for 
minor breaches of customs regulations or procedural requirements. 
in particular, no penalty in respect of any omission or mistake in 
customs documentation which is easily rectifiable and obviously made 
without fraudulent intent or gross negligence shall be greater than 
hecessary to serve merely as a warning. 

+. ‘the provisions of this Article shall extend to fees, charges, for- 
maliiies and requirements imposed by governmental authorities in 
conneciion with importation and exportation, including those relating 
to: 

(a) consular transactions, such as consular invoices and certif- 
Icates; 

(b) quantitative restrictions; 

(c) licensing ; 

(2d) exchange control; 

(e) statistical services; 

(f) documents, documentation and certification; 

(g) analysis and inspection; and 

(4) quarantine, sanitation and fumigation. 


Article IX-- Marks of Origin 


Description of Article 

Article [IX recognizes the justification for marks of origin but sets 
forth principles designed to prevent them from being unnecessarily 
restrictive of trade. It also requires equality of treatment with regard 
to marking requirements for the products of all contracting parties. 


’ Notes to the Article will be found on puge 1430 
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Text of Article 


1. Each contracting party shall accord to the products of the 
territories of other contracting parties treatment with regard to mark- 
ing requirements no less favourable than the treatment accorded to 
like products of any third country. 

2. The contracting parties recognize that, in adopting and enforcing 
laws and regulations relating to marks of origin, the difficulties and 
inconveniences which such measures may cause to the commerce and 
industry of exporting countries should be reduced to a minimum, due 
regard being had to the necessity of protecting consumers against 
fraudulent or misleading indications. 

3. Whenever it ic administratively practicable to do so, contracting 
parties should permit required marks of origin to be affixed at the time 
of importation. 

4. The laws and regulations of contracting parties relating to the 
marking of imported products shall be such as to permit compliance 
without seriously damaging the products, or materially reducing their 
value, or unreasonably increasing their cost. 

5. As a general rule no special duty or penalty should be imposed 
by any contracting party for failure to comply with marking require- 
ments prior to importation unless corrective marking is unreasonably 
delayed or deceptive marks have been affixed or the required marking 
has been intentionally omitted. 

6. The contracting parties shall co-operate with each other with a 
view to preventing the use of trade names in such manner as to mis- 
represent the true origin of a product, to the detriment of such dis- 
tictive regional or geographical names of products of the territory of 
a contracting party as are protected by its legislation. Each contract- 


ing party shall accord full and sympathetic consideration to such 
requests or representations as may be made by any other contracting 
party regarding the application of the undertaking set forth in the 
preceding sentence to names of products which have been com- 
municated to it by the other contracting party. 


Article X—Publication and Administration of Trade 
Regulations 


Description of Article 


This Article provides that contracting parties shall publish promptly 
all laws, regulations, judicial decisions, and administrative rulings that 
affect trade, unless such publication would be contrary to the public 
interest or prejudice legitimate commercial interests, and shall 
administer them in a uniform, impartial, and reasonable manner. 
It also provides for each contracting party to maintain procedures or 
tribunals that can promptly review actions affecting customs matters. 
Text of Article 

1. Laws, regulations, judicial decisions and administrative rulings 
of general application, made effective by any contracting party, per- 
taining to the classification or the valuation of products for customs 
purposes, or to rates of duty, taxes or other charges, or to require- 
ments, restrictions, or prohibitions on imports or exports or on the 
transfer of payments therefor, or affecting their wae distribution, 
transportation, insurance, warehousing, inspection, exhibition, pro- 
cessing, mixing or other use, shall be published promptly in such & 
manner as to enable governments and traders to become acquainted 
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with them. Agreements affecting international trade policy which 
are in force between the government or a governmental agency of any 
contracting party and the government or governmental agency of any 
other contracting party shall also be published. The provisions of 
this paragraph shall not require any contracting party to disclose con- 
fidential information which would impede law enforcement or other- 
wise be contrary to the public interest or would prejudice the legiti- 
mate commercial interests of particular enterprises, public or private. 

2. No measure of general application taken by any contracting 
party effecting an advance in a rate of duty or other charge on 
imports under an established and uniform practice, or imposing a 
new or more burdensome requirement, restriction or prohibition on 
imports, or on the transfer of payments therefor, shall be enforced 
before such measure has been officially published. 

3. (a) Each contracting party shall administer in a uniform, 
impartial and reasonable manner all its laws, regulations, decisions 
and rulings of the kind described in paragraph 1 of this Article. 

(b) Each contracting party shall maintain, or institute as soon as 
practicable, judicial, arbitral or administrative tribunals or procedures 
for the purpose, inter alia, of the prompt review and correction of 
administrative action relating to customs matters. Such tribunals 
or procedures shall be independent of the agencies entrusted with 
administrative enforcement and their decisions shall be implemented 
by, and shall govern the practice of, such agencies unless an appeal 
is lodged with a court or tribunal of superior jurisdiction within the 
time prescribed for appeals to be lodged by importers; Provided 
that the central administration of such agency may take steps to 
obtain a review of the matter in another proceeding if there is good 
cause to believe that the decision is inconsistent with established 
principles of law or the actual facts. 

(c) The provisions of sub-paragraph (b) of this paragraph shall not 
require the elimination or substitution of procedures in force in the 
territory of a contracting party on the date of this Agreement which 
in fact provide for an objective and impartial review of administrative 
action even though such procedures are not fully or formally inde- 
pendent of the agencies entrusted with administrative enforcement. 
Any contracting party employing such procedures shall, upon request, 
furnish the Organization with full information thereon in order that 
they may determine whether such procedures conform to the require- 
ments of this sub-paragraph. 


Article XI—General Elimination of Quantitative Restrictions 


Description of Article 


This Article provides for the general elimination of quantitative 
restrictions imposed on trade. There are certain permanent excep- 
tions, the most important of which permits a contracting party to 
impose a quota on imports of an agricultural product necessary to 
the enforcement of certain domestic agricultural measures. Excep- 
tions permitting the temporary use of quantitative restrictions for 
balance-of-payments reasons or for economic development are made 
elsewhere in the Agreement. 


Text of Article ® 


1. No prohibitions or restrictions other than duties, taxes or other 
charges, whether made effective through quotas, import or export 


* Notes to the Article will be found on page 1430. 





1392 ORGANIZATION FOR TRADE COOPERATION 


licenses or other measures, shall be instituted or maintained by any 
contracting party on the importation of any product of the territory 
of any other contracting party or on the exportation or sale for export 
of any product t destined for the territory of any other contracting 
party. 

2. The provisions of paragraph 1 of this Article shall not extend to 
the following: 

(a) Export prohibitions or restrictions temporarily applied to 
prevent or relieve critical shortages of foodstuffs or other products 
essential to the exporting contracting party; 

(b) Import and export prohibitions or restrictions necessary to 
the application of standards or regulations for the classification, 
grading or marketing of commodities in international trade: 

(c) Import restrictions on any agricultural or fisheries product, 
imported in any form, necessary to the enforcement of govern- 
mental measures which operate: 

(i) to restrict the quantities of the like domestic product 
permitted to be marketed or produced, or, if there is no 
substantial domestic production of the like product, of a 
domestic product for oars the imported product can he 
directly substituted; o 

(ii) to remove a temporary surplus of the like domesti 
product, or, if there is no substantial domestic production of 
the like product, of a domestic product for which the in- 
ported product can be directly substituted, by making Uy 
surplus available to certain groups of domestic consumers 
free of charge or at prices below the current market level; o 

(iii) to restrict the quantities permitted to be produced of 
any animal product the production of which is directly de- 
pendent, wholly or mainly, on the imported commodity, if 
the domestic production of that commodity is relativel) 
negligible. 

Any contracting party applying restrictions on the importation of 
any product pursuant to sub-paragraph (c) of this paragraph shall 
give public notice of the total quantity or value of the product per- 
mitted to be imported during a specified future period and of any 
change in such quantity or value. Moreover, any restrictions applied 
under (i) above shall not be such as will reduce the total of imports 
relative to the total of domestic production, as compared with the 
proportion which might reasonably be expected to rule between the 
two in the absence of restrictions. In determining this proportion, 
the contracting party shall pay due regard to the proportion prevailing 
during a previous representative period and to any special factors 
which ms iy have affected or may be affecting the trade in the product 
concerned. 


Article XII—Restrictions to Safeguard the Balance of Payments 


Description of Article 


As an exception to the general rule against quantitative restrictions 
on trade, this Article provides that a party to the Agreement which is 
in balance-of-payments difficulties may use import quotas to the 
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extent necessary to prevent a serious decline in its monetary reserves 
or, if its reserves are already very low, to achieve a reasonable 
rate of increase in them. The Article requires the Organization to 
review annually all restrictions applied for balance-of-payments 
reasons under this Article, the conformity of these restrictions to the 
provisions of the Article, and the effect they have upon the trade of 
other contracting parties. It should be noted that underdeveloped 
countries will operate under separate, but similar, provisions in the 
amended Article XVIII, which will require consultations at two-year 
intervals. 

In the course of these regular consultations under Article XII 
and XVIII), the Organization will be required to take note of any 
infringement of the balance-of-payments provisions of the Agreement 
which it finds. If it finds a serious infringement, it will be required 
to make recommendations for withdrawing or modifying the restric- 
tion to the extent required for compliance. If its recommendation is 
not carried out within a specified period, the Organization may 
authorize compensatory action against the country applying the 
restrictions. 

Text of Article * 

|. Notwithstanding the provisions of paragraph 1 of Article XI, 
any contracting party, in order to safeguard its external financial 
position and its balance of payments, may restrict the quantity or 
value of merchandise permitted to be imported, subject to the provi- 
sions of the following paragraphs of this Article. 

2. (a) Import restrictions instituted, maintained or intensified by 
a contracting party under this Article shall not exceed those necessary: 

(i) to forestall the imminent threat of, or to stop, a serious 
decline in its monetary reserves, or 
(ii) in the case of a contracting party with very low monetary 
reserves, to achieve a reasonable rate of increase in its reserves. 
Due regard shall be paid in either case to any special factors which 
may be affecting the reserves of such contracting party or its need for 
reserves, including, where special external credits or other resources 
are available to it, the need to provide for the appropriate use of such 
credits or resources. 

(b) Contracting parties applying restrictions under sub-paragraph 
(a) of this paragraph shall progressively relax them as such conditions 
improve, maintaining them only to the extent that the conditions 
specified in that sub-paragraph still justify their application. They 
shall eliminate the restrictions when conditions would no longer justify 
their institution or maintenance under that sub-paragraph. 

3. (a) Contracting parties undertake, in carrying out their domestic 
policies, to pay due regard to the need for maintaining or restoring 
equilibrium in their balance of payments on a sound and lasting basis 
and to the desirability of avoiding an uneconomic employment of 
productive resources. They recognize that in order to achieve these 
ends, it is desirable so far as possible to adopt measures which expand 
rather than contract international trade. 

(b) Contracting parties applying restrictions under this Article may 
determine the incidence of the restrictions on imports of different 
products or classes of products in such a way as to give priority to the 
importation of those products which are more essential. 


Notes to the Article will be found on page 1430 and page 1431. 
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(c) Contracting parties applying restrictions under this Article 
undertake: 

(i) to avoid unnecessary damage to the commercial or eco- 
nomic interests of any other contracting party; 

(ii) not to apply restrictions so as to prevent unreasonably the 
importation of any description of goods in minimum commercial 
quantities the exclusion of which would impair regular channels 
of trade; and 

(iii) not to apply restrictions which would prevent the im- 
portation of commercial samples or prevent compliance with 
patent, trade mark, copyright, or similar procedures. 

(d) The contracting parties recognize that, as a result of domestic 
policies directed towards the achievement and maintenance of full and 
productive employment or towards the development of economic 
resources, a contracting party may experience a high level of demand 
for imports involving a threat to its monetary reserves of the sort 
referred to in paragraph 2 (a) of this Article. Accordingly, a con- 
tracting party otherwise complying with the provisions of this Article 
shall not be required to withdraw or modify restrictions on the ground 
that a change in those policies would render unnecessary restrictions 
which it is applying under this Article. 

4. (a) Auy contracting party applying new restrictions or raising 
the general level of its existing restrictions by a substantial intensifica- 
tion of the measures applied under this Article shall immediately after 
instituting or intensifying such restrictions (or, in circumstances in 
which prior consultation is practicable, before doing so) consult with 
the Organization as to the nature of its balance of payments difficulties, 
alternative corrective measures which may be available, and the 
possible effect of the restrictions on the economies of other contracting 
parties. 

(b) On a date to be determined by it, the Organization shall review 
all restrictions still applied under this Article on that date. Beginning 
one year after that date, contracting parties applying import restric- 
tions under this Article shall enter into consultations of the type pro- 
vided for in sub-paragraph (a) of this paragraph with the Organiza- 
tion annually. 

(c) () If, in the course of consultations with a contracting party 
under sub-paragraph (a) or (b) above, the Organization finds that the 
restrictions are not consistent with the provisions of this Article or 
with those of Article XIII (subject to the provisions of Article XIV), 
it shall indicate the nature of the inconsistency and may advise that 
the restrictions be suitably modified. 

(ii) If, however, as a result of the consultations, the Organization 
determines that the restrictions are being applied in a manner involvy- 
ing an inconsistency of a serious nature with the provisions of this 
Article or with those of Article XIII (subject to the provisions of 
Article XIV) and that damage to the trade of any contracting parties 
is caused or threatened thereby, it shall so inform the contracting 
party applying the restrictions and shall make appropriate recom- 
mendations for securing conformity with such provisions within a 
specified period of time. If such contracting party does not comply 
with these recommendations within the specified period, the Organiza- 
tion may release any contracting party the trade of which is adversely 
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affected by the restrictions from such obligations under this Agree- 
ment towards the contracting party applying the restrictions as it 
determines to be appropriate in the circumstances. 

(d) The Organization shall invite any contracting party which is 
applying restrictions under this Article to enter into consultations 
with it at the request of any contracting party which can establish a 
prima facie case that the restrictions are inconsistent with the provi- 
sions of this Article or with those of Article XIII (subject to the provi- 
sions of Article XIV) and that its trade is adversely affected thereby. 
However, no such invitation shall be issued unless the Organization 
has ascertained that direct discussions between the contracting parties 
concerned have not been successful. If, as a result of the consulta- 
tions with the Organization, no agreement is reached and it determines 
that the restrictions are being applied inconsistently with such provi- 
sions, and that damage to the trade of the contracting party initiating 
the procedure is caused or threatened thereby, it shall recommend the 
withdrawal or modification of the restrictions. If the restrictions are 
not withdrawn or modified within such time as the Organization may 
prescribe, it may release the contracting party initiating the procedure 
from such obligations under this Agreement towards the contracting 
party applying the restrictions as it determines to be appropriate in 
the circumstances. 

(e) In proceeding under this paragraph, the Organization shall 
have due regard to any special external factors adversely affecting 
the export trade of the contracting party applying restrictions. 

(f) Determinations under this paragraph shall be rendered expedi- 
tiously and, if possible, within sixty days of the initiation of the 
consultations. 

5. If there is a persistent and widespread application of import re- 
strictions under this Article, indicating the existence of a general dis- 
equilibrium which is restricting international trade, the Organization 
shall initiate discussions to consider whether other measures might 
be taken, either by those contracting parties the balances of payments 
of which are under pressure or by those the balances of payments of 
which are tending to be exceptionally favourable, or by any appro- 
priate intergovernmental organization, to remove the underlying 
causes of the disequilibrium. On the invitation of the Organization, 
contracting parties shall participate in such discussions. 


Article XIII—Nondiscriminatory Administration of 
Quantitative Restrictions 


Description of Article 


This Article requires a contracting party imposing quantitative 
restrictions on imports under one of the exceptions to apply them in a 
nondiscriminatory manner. A country imposing such restrictions is to 
aim at a distribution of trade approaching as closely as possible the 
division of trade among contracting parties that would exist in the 
absence of such restrictions. 


Text of Article ° : 


1. No prohibition or restriction shall be applied by any contracting 
party on the importation of any product of the territory of any other 
contracting party or on the exportation of any product destined for 
the territory of any other contracting party, unless the importation 


" Notes to the Article will be found on page 1430 and page 1431. 
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of the like product of all third countries or the exportation of the 
like product to all third countries is similarly prohibited or restricted, 

2. In applying import restrictions to any product, contracting 
parties shall aim at a distribution of trade in such product approac hing 
as closely as possible to the shares which the various contracting 
parties might be expected to obtain in the absence of such restrictions, 
and to this end shall observe the following provisions: 

(a) Wherever practicable, quotas representing the total amount 
of permitted imports (whether allocated among supplying coun- 
tries or not) shall be fixed, and notice given of their amount in 
accordance with paragraph 3 (b) of this Article; 

(b) In cases in which quotas are not practicable, the restrictions 
may be applied by means of import licenses or permits without 
a quota; 

(c) Contracting parties shall not, except for purposes of opera- 
ting quotas allocated in accordance with sub-paragraph (d) of 
this paragraph, require that import licences or permits be utilized 
for the importation of the product concerned from a particular 
country or source; 

(d) In cases in which a quota is allocated among supplying 
countries, the contracting party applying the restrictions may seek 
agreement with respect to the allocation of shares in the quota 
with all other contracting parties having a substantial interest i: 
supplying the product concerned. In cases in which this method 
is not reasonably practicable, the contracting party concerned 
shall allot to contracting parties having substantial interest i: 
supplying the product shares based upon the proportions, sup- 
plied by such sointmatees parties during a previous representative 
period, of the total quantity or value of imports of the product, 
due account being taken of any special factors which may have 
affected or may be affecting the trade in the product. No condi- 
tions or formalities shall be imposed which would prevent any 
contracting party from utilizing fully the share of any such total 
quantity or value which has been allotted to it, subject to impor- 
tation being made within any prescribed period to which the 
quota may relate. 

3. (a) In cases in which import licences are issued in connection 
with import restrictions, the contracting party applying the restric- 
tions shall provide, upon the request of any contracting party having 
an interest in the trade in the product concerned, all relevant informa- 
tion concerning the administration of the restrictions, the import 
licences granted over a recent period and the distribution of sucl 
licences among supplying countries; Provided that there shall be no obli- 
gation to supply information as to the names of importing or supplying 
enterprises. 

(b) In the case of import restrictions involving the fixing of quotas, 
the contracting party applying the restrictions shall give public 
notice of the total quantity or value of the product or products which 
will be permitted to be imported during a specified future period and 
of any clfange in such quantity or value. Any supplies of the produc: 
in question ‘which were en route at the time at which public notice 
was given shall not be excluded from entry; Provided that they may 
be counted so far as practicable, against the quantity permitted to 
be imported in the period in question, and ales, where necessary, 
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against the quantities permitted to be imported in the next following 
period or periods; and Provided further that if any contracting party 
customarily exempts from such restrictions products entered for 
consumption or withdrawn from warehouse for consumption durin 
a period of thirty days after the day of such public notice, such 
practice shall be considered full compliance with this sub-paragraph. 

(c) In the case of quotas allocated among supplying countries, the 
contracting party applying the restrictions shall promptly inform all 
other contracting parties having an interest in supplying the product 
concerned of the shares in the quota currently allocated, by quantity 
or value, to the various supplying countries and shall give public 
notice thereof. 

4. With regard to restrictions applied in accordance with paragraph 
2 (d) of this Article or under paragraph 2 (c) of Article XI, the selection 
of a representative period for any product and the appraisal of any 
special factors affecting the trade in the product shall be made initially 
by the contracting party applying the restriction; Provided that such 
contracting party shall, upon the request of any other contracting 
party having a substantial interest in supplying that product or upon 
the request of the Organization, consult promptly with the other 
contracting party or the Organization regarding the need for an 
adjustment of the proportion determined or of the base period selected, 
or for the reappraisal of the special factors involved, or for the elimina- 
tion of conditions, formalities or any other provisions established 
unilaterally relating to the allocation of an adequate quota or its 
unrestricted utilization. 

5. The provisions of this Article shall apply to any tariff quota 


instituted or maintained by any contracting party, and, in so far as 


applicable, the principles of this Article sha 


also extend to export 
restrictions. 


Article XIV—Exceptions to the Rule of Nondiscrimination 


Description of Article 


As an exception to Article XIII, this Article allows a country to 
apply discriminatory restrictions in a manner having equivalent effect 
to exchange restrictions which it is at the time permitted to apply 
under the International Monetary Fund Agreement or a comparable 
special exchange agreement. 

Such an exception is necessary to take care of cases where a rigid 
application of a rule of nondiscrimination might decrease world trade 
and leave some countries unable to obtain needed imports. For 
example, if a country has only a limited amount of convertible cur- 
rency but has a relatively large amount of “‘soft’’ currency (which 
can be spent only in certain countries), inability to discriminate would 
mean that that country’s imports would be reduced. 

All contracting parties discriminating under this Article will be 
required, under the provisions of Articles XII and XVIII, to consult 
periodically concerning their discrimination. 

Text of Article™ 

1, A contracting party which applies restrictions under Article XII 
or under Section B of Article XVIII may, in the application of such 
restrictions, deviate from the provisions of Article XIII in a manner 


1} Notes to the Article will be found on page 1430 and page 1431. 
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having equivalent effect to restrictions on payments and transfers 
for current international transactions which that contracting party 
may at that time apply under Article VIII or XIV of the Articles of 
Agreement of the International Monetary Fund, or under analogous 
provisions of a special exchange agreement entered into pursuant to 
paragraph 6 of Article XV. 

2. A contracting party which is applying import restrictions under 
Article XII or under Section B of Article XVIIT may, with the con- 
sent of the Organization, temporarily deviate from the provisions of 
Article XIII in respect of a small part of its external trade where 
the benefits to the contracting party or contracting parties concerned 
substantially outweigh any injury which may result to the trade of 
other contracting parties. 

3. The provisions of Article XIII shall not preclude a group of 
territories having a common quota in the International Monetary 
Fund from applying against imports from other countries, but not 
among themselves, restrictions in accordance with the provisions of 
Article XII or of Section B of Article XVIII on condition that such 
restrictions are in all other respects consistent with the provisions of 
Article XIII. 

4. A contracting party applying import restrictions under Article 
XII or under Section B of Article XVIII shall not be precluded by 
Articles XI to XV or Section B of Article XVIII of this Agreement 
from applying measures to direct its exports in such a manner as 
to increase its earnings of currencies which it can use without devia- 
tion from the provisions of Article XIII. 

5. A contracting party shall not be precluded by Articles XI to 
XV, inclusive, or by Section B of Article XVIII, of this Agreement 
from applying quantitative restrictions: 

(a) having equivalent effect to exchange restrictions author- 
ized under Section 3 (b) of Article VII of the Articles of Agreement 
of the International Monetary Fund, or 

(b) under the preferential arrangements provided for in 
Annex A of this Agreement, pending the outcome of the negotia- 
tions referred to therein. 


Article XV—Exchange Arrangements 


Description of Article 


Article XV seeks to prevent circumvention of the General Agree- 
ment through exchange controls. It also provides for close coopera- 
tion between the Organization and the International Monetary Fund 
in matters of related responsibility. It provides that contracting 
ey shall either become members of the International Monetary 

nd (which applies international rules governing the use of exchange 


controls and techniques) or enter into a special exchange agreement 
with the OTC containing substantially the same safeguards as the 
Fund Agreement. 

Text of Article 


1. The Organization shall seek co-operation with the International 
Monetary Fund to the end that the Organization and the Fund may 
pursue a co-ordinated policy with regard to exchange questions 


12 Notes to the Article will be found on page 1432: 
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within the jurisdiction of the Fund and questions of quantitative 
restrictions and other trade measures within the jurisdiction of the 
Organization. 

2. In all cases in which the Organization is called upon to consider 
or deal with problems concerning monetary reserves, balances of 
payments or foreign exchange arrangements, it shall consult fully 
with the International Monetary Fund. In such consultations, the 
Organization shall accept all findings of statistical and other facts 
presented by the Fund relating to foreign exchange, monetary reserves 
and balances of payments, and shall accept the determination of the 
Fund as to whether action by a contracting party in exchange matters 
is in accordance with the Articles of Agreement of the International 
Monetary Fund, or with the terms of a special exchange agreement 
between that contracting party and the Organization. The Organi- 
zation, in reaching its final decision in cases involving the criteria set 
forth in paragraph 2 (a) of Article XII or in paragraph 9 of Article 
XVIII, shall accept the determination of the Fund as to what con- 
stitutes a serious decline in the contracting party’s monetary reserves, 
a very low level of its monetary reserves or a reasonable rate of 
increase in its monetary reserves, and as to the financial aspects of 
other matters covered in consultation in such cases. 

3. The Organization shall seek agreement with the Fund regarding 
procedures for consultation under paragraph 2 of this Article. 

4. Contracting parties shall not, by exchange action, frustrate the 
intent of the provisions of this Agreement, nor, by trade action, the 
intent of the provisions of the Articles of Agreement of the Interna- 
tional Monetary Fund. 

5. If the Organization considers, at any time, that exchange restric- 
tions on payments and transfers in connection with imports are being 
applied by a contracting party in a manner inconsistent with the 
exceptions provided for in this Agreement for quantitative restrictions, 
it shall report thereon to the Fund. 

6. Any contracting party which is not a member of the Fund shall, 

within a time to be determined by the Organization after consulta- 
tion with the Fund, become a member of the Fund, or, failing that, 
enter into a special exchange agreement with the Organization. A 
contracting party which ceases to be a member of the Fund shall 
forthwith enter into a special exchange agreement with the Organiza- 
tion. Any special exchange agreement entered into by a contracting 
party under this paragraph shall thereupon become part of its obliga- 
tions under this Agreement. 
7. (a) A special exchange agreement between a contracting party 
and the Organization under paragraph 6 of this Article shall provide 
to the satisfaction of the Organization that the objectives of this 
Agreement will not be frustrated as a result of action in exchange 
matters by the contracting party in question. 

(b) The terms of any such agreement shall not impose obligations 
on the contracting party in exchange matters generally more restric- 
tive than those imposed by the Articles of Agreement of the Inter- 
national Monetary Fund on members of the Fund. 

8. A contracting party which is not a member of the Fund shall 
furnish such information within the general scope of Section 5 of 
Article VIII of the Articles of Agreement of the International Mone- 
tary Fund as the Organization may require in order to carry out its 
functions under this Agreement. 
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9. Nothing in this Agreement shall preclude: 

(a) the use by a contracting party of exchange controls or 
exchange restrictions in accordance with the Articles of Agree- 
ment of the International Monetary Fund or with that contract- 
ing party’s special exchange agreement with the Organization, or 

(b) the use by a contracting party of restrictions or controls 
on imports or exports, the sole effect of which, additional to the 
effects permitted under Articles XI, XII, XIII and XIV, is to 
make effective such exchange controls or exchange restrictions. 


Article X VI—Subsidies 


Description of Article 


The Article specifies that a contracting party which grants or main- 
tains a subsidy that results in increasing its exports or decreasing its 
imports shall notify the Organization and supply information concern- 
ing the subsidy. If it is determined that serious prejudice to the 
interests of others is caused or threatened by the subsidization, the 
country shall also, upon request, discuss with other parties concerned, 
or with the Organization, the possibility of limiting the subsidization. 

The Article provides for a ban on the use of export subsidies for 
manufactures or other non-primary products as from January 1, 1958 
or the earliest practicable date thereafter. In the period to January 1, 
1958, no new or increased subsidies are to be granted on such 
commodities. 

It is accepted that export subsidies on primary products may be 
unavoidable but agreed that they shall not be applied in a way that 
will acquire for the subsidizing country more than an equitable share 
of the world export trade in the product. 


Text of Article ® 
Section A—Subsidies in General 


1. If any contracting party grants or maintains any subsidy, 
including any form of income or price support, which operates directly 
or indirectly to increase exports of any product from, or to reduce 
imports of any product into, its territory, it shall notify the Organi- 
zation in writing of the extent and nature of the subsidization, of the 
estimated effect of the subsidization on the quantity of the affected 
product or products imported into or exported from its territory and 
of the circumstances making the subsidization necessary. In any 
case in which it is determined that serious prejudice to the interests 
of any other contracting party is caused or threatened by any such 
subsidization, the contracting party granting the subisidy shall, upon 
request, discuss with the other contracting party or parties concerned, 
or with the Organization, the possibility of limiting the subsidization. 


Section B—Additional Provisions on Export Subsidies 


2. The Organization recognizes that the granting by a contracting 
party of a subsidy on the export of any product may have harmful 
effects for other contracting parties, both importing and exporting, 
may cause undue disturbance to their normal commercial interests, 
and may hinder the achievement of the objectives of this Agreement. 


&’ Notes to the Article will be found on page 1432. 
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3. Accordingly, contracting parties should seek to avoid the use of 
subsidies on the export of prim products. If, however, a con- 
tracting party grants directly or indirectly any form of subsidy which 
operates to increase the export of any primary product from its 
territory, such subsidy shall not be applied in a manner which results 
in that contracting party having more than an equitable share of world 
export trade in that product, account being taken of the shares of the 
contracting parties in such trade in the product during a previous 
representative period, and any special factors which may have affected 
or may be affecting such trade in the product. 

4. Further, as from 1 January 1958 or the earliest practicable 
date thereafter, contracting parties shall cease to grant either directly 
or indirectly any form of subsidy on the export of any product other 
than a primary product which subsidy results in the sale of such 
product for export at a price lower than the comparable price charged 
for the like product to buyers in a domestic market. Until 31 Decem- 
ber 1957 no contracting party shall extend the scope of any such 
subsidization beyond that existing on 1 January 1955 by the intro- 
duction of new, or the extension of existing, subsidies. 

5. The Organization shall review the operation of the provisions 
of this Article from time to time with a view to examining its effective- 
ness, in the light of actual experience, in promoting the objectives of 
this Agreement and avoiding subsidization seriously prejudicial to 
the trade or interests of contracting parties. 


Article X VII—State-trading Enterprises 
Description of Article 


The Article requires that state-trading enterprises act in a manner 
that does not discriminate as between foreign countries, that is to say, 
that such enterprises make purchases or sales in international trade 
solely on the basis of commercial considerations, such as price, quality, 
and marketability. These provisions do not apply to a government’s 
purchases for its own use, but it is specified that fair and equitable 
treatment shall be given each contracting party in such transactions. 

Since state-trading enterprises may be operated so as to create 
obstacles to trade, it is recognized that, as in the case of tariff barriers, 
negotiations to eliminate or reduce such obstacles are important to the 
expansion of international trade. 

The Article establishes a reporting procedure to obtain information 
about the operations of state-trading enterprises maintained by con- 
tracting parties, in particular import monopolies. 


Text of Article 


1. (a) Each contracting party undertakes that if it establishes or 
maintains a state enterprise, wherever located, or grants to any enter- 
prise, formally or in effect, exclusive or special privileges, such enter- 
prise shall, in its purchases or sales involving either imports or exports, 
act in a manner consistent with the general principles of non-dis- 
criminatory treatment prescribed in this Agreement for governmental 
measures affecting imports or exports by private traders. 

(b) The provisions of sub-paragraph (a) of this paragraph shall be 
understood to require that such enterprises shall, having due regard 
to the other provisions of this Agreement, make any such purchases 
or sales solely in accordance with commercial considerations, includ- 


4 Notes to the Article will be found on page 1433. 
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ing price, quality, availability, marketability, transportation and other 
conditions of purchase or sale, and shall afford the enterprises of the 
other contracting parties adequate opportunity, in accordance with 
customary business practice, to compete for participation in such pur- 
chases or sales. 

(c) No contracting party shall prevent enterprise (whether or 
not an enterprise described in sub-paragraph (a) of this paragraph) 
under its jurisdiction from acting in accordance with the principles 
of — anaes (a) and (b) of this paragraph. 

1e provisions of paragraph 1 of this Article shall not apply to 
‘abies of products for immediate or ultimate consumption in govern- 
mental use and not otherwise for re-sale or for use in the production 
of goods for sale. With respect to such imports, each contracting 
party shall accord to the trade of the other contracting parties fair 
and equitable treatment. 

3. ‘Phe contracting parties recognize that enterprises of the kind 
dsanthad in paragraph 1 (a) of this Article might be operated so as to 
create serious obstacles to trade; thus negotiations on a reciprocal 
and mutually advantageous basis designed to limit or reduce such 
obstacles are of importance to the expansion of international trade. 

4. (a) Contracting parties shall notify the Organization of the prod- 
ucts which are imported into or exported from their territories by 
enterprises of the kind described in paragraph 1 (a) of this Article. 

(b) A contracting party establishing, maintaining or authorizing an 
import monopoly of a product, which is not the subject of a concession 
under Article III, shall, on the request of another contracting party 
having a substantial trade in the product concerned, inform the 
Organization of the import markup on the product during a recent 
representative period, or, when it is not possible to do so, of the price 
charged on the resale of the product. 

(c) The Organization may, at the request of a contracting party 
which has reason to believe that its interests under this Agreement are 
being adversely affected by the operations of an enterprise of the kind 
deseribed in paragraph 1 (a), request of the contracting party estab- 
lishing, maintaining or authorizing such enterprise to supply informa- 
tion about its operations related to the carrying out of the provisions 
of this Agreement. 

(d) The provisions of this paragraph shall not require any contract- 
ing party to disclose confidential information which would impede 
law enforcement or otherwise be contrary to the public interest or 
would prejudice the legitimate commercial interests of particular 
enterprises. 


Article X VIII— Governmental Assistance to Economic 
Development 

Description of Article 

Three of the four sections of this Article contain special provisions 
drawn to the particular needs of the underdeveloped countries and 
available to them alone, i. e., to those countries whose economies are 
in the early stages of development and can only support low stand- 
ards of living. There are balance-of-payments provisions which are 
similar to those established for other countries in Article XII but 
which require consultations with the Organization at less frequent 
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intervals (two years instead of one) and recognize the special balance- 
of-payments difficulties associated with ams of economic devel- 
opment. There are also procedures under which an —— 
country, to promote the establishment of an industry, may ify a 
tariff concession or, as a last resort, impose a nondiscriminatory 
import quota, subject to the granting, where mupnentiote, of compensa- 
tion to countries affected by such actions. These procedures require 
approval by or consultation with the Organization. 

Under the final section of the Article, any contracting ee | may 
apply a nondiscriminatory import quota to assist in the establishment 
of an industry (but not for the protection of an already established 
industry), provided it obtains the Organization’s prior approval in all 
cases and grants appropriate compensation. 


Text of Article * 


1. The contracting parties recognize that the attainment of the 
objectives of this Agreement will be facilitated by the progressive 
development of their economies, particularly of those contracting 
parses the economies of which can only support low standards of 
iving and are in the early stages of development. 

2. The contracting parties recognize further that it may be necessary 
for those contracting parties, in order to implement programmes and 
policies of economic development designed to raise the general stand- 
ard of living of their people, to take protective or other measures 
affecting imports, and that such measures are justified in so far as they 
facilitate the attainment of the objectives of this eement. They 
agree, therefore, that those contracting parties should enjoy additional 
facilities to enable them (a) to maintain sufficient flexibility in their 
tariff structure to be able to grant the tariff protection required for the 
establishment of a particular industry and (b) to apply quantitative 
restrictions for balance of payments purposes in a manner which takes 
full account of the continued high level of demand for imports likely 
to be generated by their programmes of economic development. 

3. The contracting parties recognize finally that with those addi- 
tional facilities which are provided for in Sections A and B of this 
Article, the provisions of this Agreement would normally be sufficient 
to enable contracting parties to meet the requirements of their eco- 
nomic development. They agree, however, that there may be cir- 
cumstances where no measure consistent with those provisions is 
practicable to permit a contracting party in the process of economic 
development to grant the governmental assistance required to promote 
the establishment of particular industries with a view to raising the 
general standard of living of its people. Special procedures. are laid 
down in Sections C and D of this Article to deal with those cases. 

4. (a) Consequently, a contracting party the economy of which 
can only support low standards of living and is in the early stages of 
development shall be free to deviate temporarily from the provisions 
of the other Articles of this Agreement, as provided in Sections A, B 
and C of this Article. 

(b) A contracting party the economy of which is in the process of 
development but which does not come within the scope of sub-para- 

aph (a) above, may submit applications to the Organization under 
Rentien D of this Article. 


8 Notes to the Article will be found on page 1434. 
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5. The contracting parties recognize that the export earnings of 
contracting parties the economies of which are of the type described in 
pow 4 (a) and (b) above, and which depend on exports of a 
small number of primary commodities may be seriously reduced by a 
decline in the sale of such commodities. Accordingly, when the ex- 
ports of primary commodities by such a contracting party are seriously 
affected by measures taken by another contracting party, it may have 
resort to the consultation provisions of Article XXII of this Agreement. 

6. The Organization shall review annually all measures applied 
pursuant to the provisions of Section C and D of this Article. 


Section A 


7. (a) If a contracting party coming within the scope of paragraph 
4 (a) of this Article considers it desirable, in order to promote the 
establishment of a particular industry with a view to raising the gen- 
eral standard of living of its people, to modify or withdraw a concession 
included in the appropriate Schedule annexed to this Agreement, it 
shall notify the Organization to this effect and enter into negotiations 
with any contracting party with which such concession was initially 
negotiated, and with any other contracting party determined by the 
Organization to have a substantial interest therein. If agreement is 
reached between such contracting parties concerned, they shall be 
free to modify or withdraw concessions under the appropriate Sched- 
ules to this Agreement in order to give effect to such agreement, includ- 
ing any compensatory adjustments involved. 

(b) If agreement is not reached within sixty days after the notifica- 
tion provided for in sub-paragraph (a) above, the contracting party 
which proposes to modify or withdraw the concession may refer the 
matter to the Organization, which shall promptly examine it. If it 
finds that the contracting party which proposes to modify or withdraw 
the concession has made every effort to reach an agreement and that 
the compensatory adjustment offered by it is adequate, that contract- 
ing party shall be free to modify or withdraw the concession if at the 
same time, it gives effect to the compensatory adjustment. If the 
Organization does not find that the compensation offered by a con- 
tracting party proposing to modify or withdraw the concession is ade- 
quate, but finds that it has made every reasonable effort to offer ade- 
quate compensation, that contracting party shall be free to proceed 
with such modification or withdrawal: If such action is taken, an 
other contracting party referred to in sub-paragraph (a) above sh 
be free to modify or withdraw substantially equivalent concessions 
initially negotiated with the contracting party which has taken the 
action. 

Section B 


8. The contracting parties recognize that contracting parties com- 
ing within the scope of paragraph 4 (a) of this Article tend, when they 
are in rapid process of development, to experience balance of payments 
difficulties arising mainly from efforts to expand their internal markets 
as well as from the instability in their terms of trade. 

9. In order to safeguard its external financial position and to ensure 
a level of reserves adequate for the implementation of its programme 
of economic development, a contracting party coming within the 
scope of paragraph 4 (a) of this Article may, subject to the provisions 
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of paragraphs 10 to 12, control the general level of its imports by 
restricting the quantity or value of merchandise permitted to be im- 
ported; Provided that the import restrictions instituted, maintained 
or intensified shall not exceed those necessary: 
(a) to forestall the threat of, or to stop, a serious decline in its 
monetary reserves, or 
(b) in the case of a contracting party with inadequate monetary 
reserves, to achieve a reasonable rate of increase in its reserves. 
Due regard shall be paid in either case to any special factors which 
may be affecting the reserves of the contracting party or its need for 
reserves, including, where special external credits or other resources 
are available to it, the need to provide for the appropriate use of such 
credits or resources. 

10. In applying these restrictions, the contracting party may deter- 
mine their incidence on imports of different ended or classes of 
products in such a way as to give priority to the importation of those 
products which are more essential in the light of its policy of economic 
development; Provided that the restrictions are so applied as to avoid 
unnecessary damage to the commercial or economic interests of any 
other contracting party and not to prevent unreasonably the importa- 
tion of any description of goods in minimum commercial quantities 
the exclusion of which would impair regular channels of trade; and 
Provided further that the restrictions are not so applied as to prevent 
the importation of commercial samples or to prevent compliance with 
patent, trademark, copyright or similar procedures. 

11. In carrying out its domestic policies, the contracting party 
concerned shall pay due regard to the need for restoring equilibrium 
in its balance of payments on a sound and lasting basis and to the de- 
sirability of assuring an economic employment of productive resources. 
It shall progressively relax any restrictions applied under this Section 
as conditions improve, maintaining them only to the extent necessary 
under the terms of paragraph 9 of this Article and shall eliminate 
them when conditions no longer justify such maintenance; Provided 
that no contracting party shall be required to withdraw or modify 
restrictions on the ground that a change in its development policy 
would render unnecessary the restrictions which it is applying under 
this Section. 

12. (a) Any contracting party applying new restrictions or raising 
the general level of its existing restrictions by a substantial intensifica- 
tion of the measures applied under this Section, shall immediately 
after instituting or intensifying such restrictions (or, in circumstances 
in which prior consultation is practicable, before doing so) consult with 
the Organization as to the nature of its balance of payments difficulties, 
alternative corrective measures which may be available, and the 
possible effect of the restrictions on the economies of other contracting 

arties. 

(b) On a date to be determined by it, the Organization shall re- 
view all restrictions still applied under this Section on that date. 
Beginning two years after that date, contracting parties applying 
restrictions under this Section shall enter into consultations of the 
type provided for in sub-paragraph (a) above with the Organization at 
intervals of approximately, but not less than, two years according to a 
programme to be drawn up each year by the Organization; Provided 
that no consultation under this sub-paragraph shall take place within 
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two years after conclusion of a consultation of a general nature under 
any other provision of this paragraph. 

(c) (i) If, in the course of consultations with a contracting party 
under sub-paragraph (a) or (b) of this paragraph, the Organization 
finds that the restrictions are not consistent with the provisions of this 
Section or with those of Article XIII (subject to the provisions of 
Article XIV), it shall indicate the nature of the inconsistency and may 
advise that the restrictions be suitably modified. 

(ii) If, however, as a result of the consultations, the Organization 
determines that the restrictions are being applied in a manner involving 
an inconsistency of a serious nature with the provisions of this Section 
or with those of Article XIII (subject to the provisions of Article XTV) 
and that damage to the trade of any contracting party is caused or 
threatened thereby, it shall so inform the contracting party applying 
the restrictions and shall make appropriate recommendations for 
securing conformity with such provisions within a specified period. 
If such contracting party does not comply with these recommendations 
within the specified period, the Organization may release any contract- 
ing party the trade of which is adversely affected by the restrictions 
from such obligations under this Agreement towards the contracting 
party applying the restrictions as it determines to be appropriate in 
the circumstances. 

(d) The Organization shall invite any contracting party which is 
applying restrictions under this Section to enter into consultations 
with it at the request of any contracting party which can establish a 
prima facie case that the restrictions are inconsistent with the pro- 
visions of this Section or with those of Article XIII (subject to the 
provisions of Article XIV) and that its trade is adversely affected 
thereby. However, no such invitation shall be issued unless the 
Organization has ascertained that direct discussions between the con- 
tracting parties concerned have not been successful. If, as a result 
of the consultations with the Organization, no agreement is reached 
and it determines that the restrictions are being applied inconsistently 
with such provisions, and that damage to the trade of the contracting 
party initiating the procedure is caused or threatened thereby, it 
shall recommend the withdrawal or modification of the restrictions. 
If the restrictions are not withdrawn or modified within such time as 
the Organization may prescribe, it may release the contracting party 
initiating the procedure from such obligations under this Agreement 
towards the contracting party applying the restrictions as it determines 
to be appropriate in the circumstances. 

(e) If a contracting party against which action has been taken in 
accordance with the Tast sentence of sub-paragraph (c) (ii) or (d) of 
this paragraph, finds that the release of obligations authorized by the 
Organization adversely affects the operation of its programme and 
policy of economic development, it shall be free, not later than sixty 
days after such action is taken, to give written notice to the Director- 
General of the Organization of its intention to withdraw from this 
Agreement and such withdrawal shall take effect on the sixtieth day 
following the day on which the notice is received by him. 

(f) In proceeding under this paragraph, the Organization shall have 
due regard to the factors referred to in paragrapb 2 of this Article. 
Determinations under this paragraph shall be rendered expeditiously 
and, if possible, within sixty days of the initiation of the consultations. 
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Section C 


13. If a contracting party coming within the scope of paragraph 
4 (a) of this Article finds that governmental assistance is required to 
promote the establishment of a particular industry with a view to 
raising the general standard of living of its people, but that no measure 
consistent with the other provisions of this Agreement is practicable 
to achieve that objective, it may have recourse to the provisions and 
procedures set out in this Section. 

14. The contracting party concerned shall notify the Organization 
of the special difficulties which it meets in the achievement of the 
objective outlined in paragraph 13 of this Article and shall indicate 
the specific measure affecting imports which it proposes to introduce 
in order to remedy these difficulties. It shall not introduce that 
measure before the expiratior of the time-limit laid down in paragraph 
15 or 17, as the case may be, or if the measure affects imports of a 

roduct which is the subject of a concession included in the appropriate 
Schedule annexed to this Agreement, unless it has secured the con- 
currence of the Organization in accordance with the provisions of 
paragraph 18; Provided that, if the industry receiving assistance has 
already started production, the contracting party may, after inform- 
ing the Organization, take such measures as may be necessary to 
prevent, during that period, imports of the product or products 
concerned from increasing substantially above a normal level. 

15. If, within thirty days of the notification of the measure, the 
Organization does not request the contracting party concerned to 
consult with it, that contracting party shall be free to deviate from the 
relevant provisions of the other Articles of this Agreement to the 
extent necessary to apply the proposed measure. 

16. If it is requested by the Organization to do so, the contracting 
party concerned shall consult with it as to the purpose of the proposed 
measure, as to alternative measures which may be available under 
this Agreement, and as to the possible effect of the measure proposed 
on the commercial and economic interests of other contracting parties. 
If, as a result of such consultation, the Organization agrees that there 
is nO measure consistent with the other provisions of this Agreement 
which is practicable in order to achieve the objective outlined in 
paragraph 13 of this Article, and concurs in the proposed measure, 
the contracting party concerned shall be released from its obligations 
under the relevant provisions of the other Articles of this Agreement 
to the extent necessary to apply that measure. 

17. If, within ninety days after the date of the notification of the 
peonaees measure under paragraph 14 of this Article, the Organization 

as not concurred in such measure, the contracting party concerned 
may introduce the measure proposed after informing the Organization. 

18. If the proposed measure affects a product which is the subject of 
a concession included in the appropriate Schedule annexed to this 
Agreement, the contracting party concerned shall enter into consulta- 
tions with any other contracting party with which the concession was 
initially negotiated, and with any other contracting party determined 
by the Organization to have a substantial interest therein. The 
Organization shall concur in the measure if it agrees that there is no 
measure consistent with the other provisions of this Agreement which 
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is practicable in order to achieve the objective set forth in paragraph 
13 of this Article, and if it is satisfied: 
(a) that agreement has been reached with such other contracting 
parties as a result of the consultations referred to above, or 
(b) if no such agreement has been reached within sixty days 
after the notification provided for in paragraph 14 has been 
received by the Organization, that the contracting party having 
recourse to this Section has made all reasonable efforts to reach 
an agreement and that the interests of other contracting parties 
are adequately safeguarded. 
The contracting party having recourse to this Section shall thereupon 
be released from its obligations under the relevant provisions of the 
other Articles of this Agreement to the extent necessary to permit it 
to apply the measure. 

19. If a proposed measure of the type described in paragraph 13 of 
this Article concerns an industry the establishment of which has in 
the initial period been facilitated by incidental protection afforded by 
restrictions imposed by the contracting party concerned for balance 
of payments purposes under the relevant provisions of this Agree- 
ment, that contracting party may resort to the provisions and pro- 
cedures of this Section; Provided that it shall not apply the proposed 
measure without the concurrence of the Organization. 

20. Nothing in the preceding paragraphs of this Section shall 
authorize any deviation from the provisions of Articles IT, ITI and 
XIII of this Agreement. The provisos to paragraph 10 of this Article 
shall also be applicable to any restriction under this Section. 

21. At any time while a measure is being applied under paragraph 
17 of this Article any contracting party substantially affected by it 
may suspend the application to the trade of the contracting party 
having recourse to this Section of such substantially equivalent 
concessions or other obligations under this Agreement the suspension 
of which the Organization does not disapprove; Provided that sixty 
days’ notice of such suspension is given to the Organization not later 
than six months after the measure has been introduced or changed 
substantially to the detriment of the contracting party affected. 
Any such contracting party shall afford adequate opportunity for 
consultation in accordance with the provisions of Article XXII of 
this Agreement. 

Section D 


22. A contracting party coming within the scope of sub-paragraph 
4 (b) of this Article desiring, in the interest of the development of its 
economy, to introduce a measure of the type described in paragraph 
13 of this Article in respect of the establishment of a particular 
industry may apply to the Organization for approval of such measure. 
The Organization shall promptly consult with such contracting party 
and shall, in making its decision, be guided by the considerations 
set out in paragraph 16. If the Organization concurs in the proposed 
measure the contracting party concerned shall be released from its 
obligations under the relevant provisions of the other Articles of this 
Agreement to the extent necessary to permit it to apply the measure. 
If the proposed measure affects a product which is the subject of 
a concession included in the appropriate Schedule annexed to this 
Agreement, the provisions of paragraph 18 shall apply. 
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23. Any measure applied under this Section shall comply with the 
provisions of paragraph 20 of this Article. 


Article XIX—Emergency Action on Imports of 
Particular Products 


Description of Article 


Article XIX is the ‘‘escape clause’’ in the General Agreement. It 
is similar to escape clauses that have been incorporated in the bilateral 
agreements concluded by the United States under the Trade Agree- 
ments Act. If, as a result of obligations incurred under the Agree- 
ment, a product is being imported into a country in such increased 
quantities and under such conditions that serious injury is caused or 
threatened to domestic producers, a contracting party is permitted to 
suspend the obligation or modify the concession. The country 
taking such action must notify the other contracting parties and con- 
sult with those that are affected by this action. If agreement is not 
reached, the affected country may suspend such equivalent obligations 
or other concessions as the Organization does not disapprove. 


Text of Article 


1. (a) If, as a result of unforeseen developments and of the effect of 
the obligations incurred by a contracting party under this Agreement, 
including tariff concessions, any product is being imported into the 
territory of that contracting party in such increased quantities and 
under such conditions as to cause or threaten serious injury to domestic 
producers in that territory of like or directly competitive products, 
the contracting party shall be free, in respect of such product, and to 
the extent and for such time as may be necessary to prevent or remedy 
such injury, to suspend the obligation in whole or in part or to with- 
draw or modify the concession. 

(b) If any product, which is the subject of a concession with 
respect to a preference, is being imported into the territory of a con- 
tracting party in the circumstances set forth in sub-paragraph (a) of 
this paragraph, so as to cause or threaten serious injury to domestic 
producers of like or directly competitive products in the territory of a 
contracting party which receives or received such preference, the 
importing contracting party shall be free, if that other contracting 
party so requests, to suspend the relevant obligation in whole or in 
part or to withdraw or modify the concession in respect of the product, 
to the extent and for such time as may be necessary to prevent or 
remedy such injury. 

2. Before any contracting party shall take action pursuant to the 
provisions of paragraph 1 of this Article, it shall give notice in writing 
to the Organization as far in advance as may be practicable and shall 
afford the Organization and those contracting parties having a sub- 
stantial interest as exporters of the product concerned an opportunity 
to consult with it in respect of the proposed action. When such 
notice is given in relation to a concession with respect to a preference, 
the notice shall name the contracting party which has requested the 
action. In critical circumstances, where delay would cause damage 
which it would be difficult to repair, action under paragraph 1 of this 
Article may be taken provisionally without prior consultation, on the 
condition that consultation shall be effected immediately after taking 
such action. 
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3. (a) If agreement among the interested contracting —_ with 
respect to the action is not reached, the contracting party which pro- 
poses to take or continue the action shall, nevertheless, ie free to do 
so, and if such action is taken or continued, the affected contracting 
parties shall then be free, not later than ninet days after such action 
is taken, to suspend, upon the expiration of thirty days from the day 
on which written notice of such suspension is received by. the Organiza- 
tion, the application to the trade of the contracting party taking such 
action, or, in the case envisaged in paragraph 1 (b) of this Article, to 
the trade of the contracting party requesting such action, of such 
substantially equivalent concessions or other obligations under this 
Agreement the suspension of which the Organization does not 
disapprove. 

(b) Notwithstanding the provisions of sub-paragraph (a) of this 
paragraph, where action is taken under paragraph 2 of this Article 
without prior consultation and causes or threatens serious injury in 
the territory of a contracting party to the domestic producers of 
products affected by the action, that contracting party shall, where 
delay would cause damage difficult to repair, be free to suspend, upon 
the taking of the action and throughout the period of consultation, such 
concessions or other obligations as may be necessary to prevent or 
remedy the injury. 


Article XX— General Exceptions 


Description of Article 


This Article establishes a number of general exceptions to the 
Agreement, including several of the type commonly incorporated in 
commercial treaties. The exceptions cover such matters as sanitary 
regulations, measures of customs enforcement, intergovernmental 
commodity agreements such as the International Wheat Agreemcnt, 
restrictions on products in short supply, and the like. 


Text of Article * 


1. Subject to the requirement that such measures are not applied 
in @ manner which would constitute a means of arbitrary or unjustifi- 
able discrimination between countries where the same conditions 
prevail, or a disguised restriction on international trade, nothing in 
this Agreement shall be construed to prevent the adoption or enforce- 
ment by any contracting party of measures: 

(a) necessary to protect public morals; 

(b) necessary to protect human, anjmal or plant life or health; 

(c) relating to the importation or exportation of gold or silver; 

(d) necessary to secure compliance with laws or regulations 
which are not inconsistent with the provisions of this Agreement, 
including those relating to customs enforcement, the au rcement 
of monopolies operated under paragraph 4 of Article III and 
Article XVII, the protection of patents, trade marks and copy- 
rights, and the prevention of deceptive practices; 

(e) relating to the products of prison labour; 

(f) imposed for the protection of national treasures of artistic, 
historic or archaeological value; 


. “A note to the Article will be found on page 1436. 
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(g) relating to the conservation of exhaustible natural resources 
if such measures are made effective in conjunction with restric- 
tions on domestic production or consumption; 

(h) undertaken in pursuance of obligations under any inter- 
governmental commodity agreement which conforms to criteria 
submitted to the Organization and not disapproved by it or which 
is itself so submitted and not so disapproved ; 

(i) involving restrictions on exports of domestic materials 
necessary to assure essential quantities of such materials to a 
domestic processing industry during periods when the domestic 
price of such materials is held below the world price as part of a 
governmental stabilization plan; Provided, that such restrictions 
shall not operate to increase the exports of or the protection 
afforded to such domestic industry, and shall not depart from the 
provisions of this Agreement relating to nondiscrimination; 

(j) essential to the acquisition or distribution of products in 
general or local short supply; Provided, that any such measures 
shall be consistent with the principle that all contracting parties 
are entitled to an equitable share of the international supply of 
such products, and that any such measures, which are inconsistent 
with the other provisions of this Agreement shall be discontinued 
as soon as the conditions giving rise to them have ceased to exist. 
The Organization shall review the need for this subparagraph 
not later than 30 June 1960. 


Article XXI— Security Exceptions 


Description of Article 


This Article establishes a number of general exceptions which 
protect a country’s right to take action it considers necessary for 
the protection of its essential security interests. 

Text of Article 
Nothing in this Agreement shall be construed 

(a) to require any contracting party to furnish any informa- 
tion the disclosure of which it considers contrary to its essential 
security interests; or 

(b) to prevent any contracting party from taking any action 
which it considers necessary for the protection of its essential 
security interests 

(i) relating to fissionable materials or the materials from 
which they are derived; 

(ii) relating to the traffic in arms, ammunition and imple- 
ments of war and to such traffic in other goods and materials 
as is carried on directly or indirectly for the purpose of 
supplying a military establishment; 

(iii) taken in time of war or other emergency in interna- 
tional relations; or ; 

(c) to prevent any contracting party from taking any action 
in pursuance of its obligations under the United Nations Charter 
for the maintenance of international peace and security. 
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Article XXII— Consultation 


Description of Article 


The Article provides the basis for bilateral discussion of matters 
relating to the operation of the Agreement and for multilateral con- 
ae regarding matters which have not been adjusted by bilateral: 

iscussion. 


Teat of Article 


1. Each contracting party shall accord sympathetic consideration 
to, and shall afford adequate opportunity for consultation regarding, 
such representations as may be made by another contracting party 
with respect to any matter affecting the operation of this Agreement. 

2. The Organization may, at the request of a contracting party, 
consult with any contracting party or parties in respect of any matter 
for which it has not been possible to find a satisfactory solution through 
consultation under paragraph 1. 


Article XXIII—Nullification or Impairment 


Description of Article 


This Article basically provides for discussion and consideration by 
the governments concerned of any complaint brought by a contracting 
party which believes that, because of some action by another con- 
tracting party or because of other circumstances, benefits under the 
Agreement have been nullified or impaired. If the matter is not 
adjusted bilaterally, it may be referred to the Organization. 


Text of Article 


1. If any contracting party should consider that any benefit accru- 
ing to it directly or indirectly under this oe is being nullified 
or impaired or that the attainment of any objective of the Agreement 
is being impeded as the result of (a) the failure of another contracting 
party to carry out its obligations under this Agreement, or (b) the 
application by another contracting party of any measure, whether or 
not it conflicts with the provisions of this Agreement, or (c) the exist- 
ence of any other situation, the contracting party may, with a view 
to the satisfactory adjustment of the matter, make written represen- 
tations or proposals to the other contracting party or parties which it 
considers to be concerned. Any contracting party thus approached 
shall give sympathetic consideration to the representations or pro- 
posals made to it. 

2. If no satisfactory adjustment is effected between the contract- 
ing pie concerned within a reasonable time, or if the difficulty is 
of the type described in paragraph 1 (c) of this Article, the matter 
may be referred to the Organization. 


Part IIT 
Article XXIV—Territorial Application—Frontier Traffic— 
Customs Unions and Free-Trade Areas 
Description of Article 


The Article defines the extent to which the provisions of the Agree- 


ment apply to the territories of the contracting parties to the Agree- 
ment. ; 
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It provides for the establishment of customs unions and free-trade 
areas. In general, customs unions and free-trade areas may be 
formed consistently with the General Agreement if the duties and 
other trade regulations that the union (or free-trade area) applies 
against nonmembers will not on the whole be higher or more restric- 
tive than the average of those previously applied by the individual 
countries forming it. The Organization may, by a two-thirds vote, 
approve a proposal for the formation of a customs union or a free-trade 
= aa though it does not fully comply with the requirements of 

is Article. 


Text of Article " 


1. The provisions of this Agreement shall apply to the metropolitan 
customs territories of the contracting parties and to any other customs 
territories in respect of which this Agreement has been accepted under 
Article X XVI or is being applied under Article XX XIII or pursuant 
to the Protocol of Provisional Application. Each such customs 
territory shall, exclusively for the purposes of the territorial applica- 
tion of this Agreement, be Cer as though it were a contracting 
party; Provided that the provisions of this paragraph shall not be 
construed to create any rights or obligations as between two or more 
customs territories in peamert of which this Agreement has been 
spoepted under Article VI or is being applied under Article 


III or pursuant to the Protocol of Provisional Application by a 
single contracting party. 

2. For the purposes of this Agreement a customs territory shall be 

understood to mean any territory with respect to which separate 


tariffs or other regulations of commerce are maintained for a sub- 
stantial part of the trade of such territory with other territories. 

3. The provisions of this Agreement shall not be construed to 
prevent: 

(a) advantages accorded by any contracting party to adjacent 
countries in order to facilitate frontier traffic; 

(b) advantages accorded to the trade with the Free Territory 
of Trieste by countries contiguous to that territory, provided 
that such advantages are not in conflict with the Treaties of 
Peace arising out of the Second World War. ; 

4. The contracting parties recognize the desirability of increasing 
freedom of trade by the development, through voluntary agreements, 
of closer integration between the economies of the countries parties 
to such agreements. They also recognize that the purpose of a 
customs union or of a free-trade area should be to facilitate trade 
between the constituent territories and not to raise barriers to the 
trade of other contracting parties with such territories. 

5. Accordingly, the provisions of this Agreement shall not prevent, 
as between the territories of contracting parties, the formation of a 
customs union or of a free-trade area or the adoption of an interim 
agreement necessary for the formation of a customs union or of a 
free-trade area; Provided that: 

(a) with respect to a customs union, or an interim agreement 
leading to the onion of a customs union, the duties and other 
regulations of commerce imposed at the institution of any such 
union or interim agreement in respect of trade with contracting 


17 Notes to the Article will be found on page 1436. 
75018—56——_90 
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parties not parties to such union or agreement shall not on the 
whole be higher or more restrictive than the general incidence of 
the duties and regulations of commerce applicable in the con- 
stituent territories prior to the formation of such union or the 
adoption of such interim agreement, as the case may be; 

(b) with respect to a free-trade area, or an interim agreement 
leading to the formation of a free-trade area, the duties and other 
regulations of commerce maintained in each of the constituent 
territories and applicable at the formation of such free-trade 
area or the adoption of such interim agreement to the trade of 
contracting parties not included in such area or not parties to 
such agreement shall not be higher or more restrictive than the 
corresponding duties and other regulations of commerce existing 
in the same constituent territories prior to the formation of the 
free-trade area, or interim agreement, as the case may be; and 

(c) any interim agreement referred to in sub-paragraphs (a) 
and (b) shall include a plan and schedule for the formation of 
such a customs union or of such a free-trade area within a reason- 
able length of time. 

6. If in fulfilling the requirements of sub-paragraph 5 (a), a contract- 
ing party proposes to increase any rate of duty inconsistently with 
the provisions of Article III, the procedure set forth in Article XXVIII 
shall apply. In providing for compensatory adjustment, due account 
shall be taken of the compensation already afforded by the reductions 
brought about in the corresponding duty of the other constituents of 
the union. 

7. (a) Any contracting party deciding to enter into a customs 
union or free-trade area, or an interim agreement leading to the 
formation of such a union or area, shall promptly notify the Organiza- 
tion and shall make available to it such information regarding the 
proposed union or area as will enable it to make such reports and 
recommendations to contracting parties as it may deem appropriate. 

(b) If after having studied the plan and schedule included in an 
interim agreement referred to in paragraph 5 in consultation with 
the parties to that agreement and taking due account of the informa- 
tion made available in accordance with the provisions of sub-paragraph 
(a), the Organization finds that such agreement is not likely to result 
in the formation of a customs union or of a free-trade area within the 
period contemplated by the parties to the agreement or that such 
period is not a reasonable one, the Organization shall make recom- 
mendations to the parties to the Agreement. The parties shall not 
maintain or put into force, as the case may be, such agreement if 
they are not prepared to modify it in accordance with these recom- 
mendations. 

(c) Any substantial change in the plan or schedule referred to in 
paragraph 5 (c) shall be communicated to the Organization, which 
may request the contracting parties concerned to consult with it if 
the change seems likely to jeopardize or delay unduly the formation 
of the customs union or of the free-trade area. 

8. For the purposes of this Agreement: 

(a) A customs union shall be understood to mean the sub- 
stitution of a single customs territory for two or more customs 
territories, so that ; 
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(i) duties and other restrictive regulations of commerce 
(except, where necessary, those permitted under Articles XI, 
XII, XIII, XIV, XV and XX) are eliminated with respect 
to substantially all the trade between the constituent terri- 
tories of the union or at least with respect to substantially 
all the trade in products originating in such territories, and, 

(ii) subject to the provisions of paragraph 9, substantially 
the same duties and other regulations of commerce are 
applied by each of the members of the union to the trade 
of territories not included in the union; 

(b) A free-trade area shall be understood to mean a group of 
two or more customs territories in which the duties and other 
restrictive regulations of commerce (except, where necessary, 
those permitted under Articles XI, XII, XIII, XIV, XV and XX) 
are eliminated on substantially all the trade between the con- 
stituent territories in products originating in such territories. 

9. The preferences referred to in paragraph 2 of Article II shall not 
be affected by the formation of a customs union or of a free-trade area 
but may be eliminated or adjusted by means of negotiations with 
contracting parties affected. This procedure of negotiations with 
affected contracting parties shall, in particular, apply to the elimina- 
tion of preferences required to conform with the provisions of para- 
graph 8 (a) (i) and paragraph 8 (b). 

10. The Organization may by a two-thirds majority approve pro- 
posals which do not fully comply with the requirements of paragraphs 
5 to 9 inclusive, provided that such proposals lead to the formation of 
a customs union or a free-trade area in the sense of this Article. 

11. Taking into account the exceptional circumstances arising out 
of the establishment of India and Pakistan as independent states and 
recognizing the fact that they have long constituted an economic unit, 
the contracting parties agree that the provisions of this Agreement 
shall not prevent the two countries from entering into special arrange- 
ments with respect to the trade between them, pending the establish- 
ment of their mutual trade relations on a definitive basis. 

12. Each contracting party shall take such reasonable measures 
as may be available to it to ensure observance of the provisions of 
this Agreement by the regional and local governments and authorities 
within its territory. 


Article XX V—The Organization for Trade Cooperation 


Description of Article 


The Article provides (1) that the Organization for Trade Cooperation 
will undertake the functions of administering the General Agreement, 
(2) that contracting parties will become members of the Organization 
as soon as possible, and (3) that those contracting parties which have 
sore the Organization may determine that contracting parties 
which have not done so shall cease to be contracting parties. 

It should be noted that this Article cannot become effective until 
the OTC is established. 


Text of Article 


1. The Organization for Trade Cooperation, established by the 
Agreement bearing the date of 10 March 1955, shall give effect to 
those provisions of this Agreement, which provide for action by the 
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Organization and such other provisions as involve joint action, and 
may carry on any other activities with respect to the General Agree- 
ment which are provided for by the Agreement establishing the 
Organization. 

2. All contracting parties shall, as soon as possible become Members 
of the Organization. 

3. Those contracting parties which have accepted the Agreement on 
the Organization for Trade Cooperation may decide at any time after 
the entry into force of that Agreement that any contracting party 
which has not accepted it shall cease to be a contracting party. 


Article XX VI—Acceptance, Entry into Force, and Registration 


Description of Article 


This Article contains procedural details, including those providing 
for the definitive acceptance and entry into force of the General 
Agreement. It provides that when contracting parties accounting 
for 85 percent of the external trade of all the contracting parties shall 
have accepted the Agreement definitively, it shall enter into force 
definitively for those governments. 

The United States accounts for 20.1 percent of the external trade 
of the contracting parties. 


Text of Article 


1. The date of this Agreement shall be 30 October 1947. 

2. This Agreement shall be open for acceptance by any contracting 
party which, on 1 March 1955, was a contracting party or was 
negotiating with a view to accession to this Agreement. 

3. This Agreement, done in a single English original and in a single 
French original, both texts authentic, shall be deposited with the 
Director-General of the Organization, who shall furnish certified copies 
thereof to all interested governments. 

4. Each government accepting this Agreement shall deposit an 
instrument of acceptance with the Director-General of the Organiza- 
tion, who will inform all interested governments of the date of deposit 
of each instrument of acceptance and of the day on which this Agree- 
ment enters into force under paragraph 6 of this Article. 

5. (a) Each government accepting this Agreement does so in respect 
of its metropolitan territory and of the other territories for which it 
has international responsibility, except such separate customs terri- 
tories as it shall notify to the Director-General of the Organization 
at the time of its own acceptance. 

(b) Any government, which has so notified the Director-General 
under the exceptions in sub-paragraph (a) of this paragraph, may at 
any time give notice to the Director-General that its acceptance 
shall be effective in respect of any separate customs territory or 
territories so excepted and such notice shall take effect on the thirtieth 
day following the day on which it is received by the Director-General. 

(c) If any of the customs territories, in respect of which a con- 
tracting party has accepted this Agreement, possesses or acquires 
full autonomy in the conduct of its external commercial relations and 
of the other matters provided for in this Agreement, such territory 
shall, upon sponsorship through a declaration by the responsible 
contracting party establishing the above-mentioned fact, he deemed 
to be a contracting party, and shall also be deemed to be a Member 
of the Organization. 
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6. This Agreement shall enter into force, as among the governments 
which have accepted it, on the thirtieth day following the day on 
which instruments of acceptance have been deposited with the 
Director-General of the Organization on behalf of governments named 
in Annex G, the territories of which account for 85 per centum of the 
total external trade of the territories of such governments, computed 
in accordance with the applicable column of percentages set forth 
therein. The instrument of acceptance of each other government 
shall take effect on the thirtieth day following the day on which such 
instrument has been deposited. 

7. The United Nations is authorized to effect registration of this 
Agreement as soon as it enters into force. 


Article XX VII— Withholding or Withdrawal of Concessions 


Description of Article 


This Article is directed to a situation in which a country with which 
tariff concessions have been negotiated has not become, or ceases to 
be, a contracting party. In such cases, the contracting parties are 
permitted to withdraw concessions which were negotiated with such 
country, subject to certain procedures. 


Text of Article 


Any contracting party shall at any time be free to withhold or to 
withdraw in whole or in part any concession, provided for in the 
appropriate Schedule annexed to this Agreement, in respect of which 
such contracting party determines that it was initiaily negotiated 
with a government which has not become, or has ceased to be, a con- 
tracting party. A contracting party taking such action shall notify 
the Organization and, upon request, consult with contracting parties 
which have a substantial interest in the product concerned. 


Article XX VIII— Modification of Schedules 


Description of Article 


The Article makes available, as of January 1, 1958, procedures 
whereby a country may renegotiate a concession it has granted under 
the Agreement or, in the absence of agreement upon a new compensa- 
tory concession, may withdraw its concession unilaterally, subject to 
a compensatory withdrawal by the countries which originally re- 
ceived the concession. Until that time the tariff concessions in the 
Annexes to the Agreement are bound, subject to the procedures pro- 
vided in the Article for renegotiation of individual concessions upon 
omerenere™ of the Organization where special circumstances 
prevail. 

There will be automatically a further binding of the tariff conces- 
sions for a period of 3 years, or such other time as may be agreed 
upon, at the end of this bound period and each successive one, 
subject to any renegotiations which may take place at the end of 
each bound period. A contracting party may elect not to participate 
in these further bindings. 


Text of Article ® 


1. On the first day of each three-year period, the first period be- 
ginning on 1 January 1958 (or on the first day of any other period 


18 Notes to the Article{will be found on page 1436. 
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that may be specified by the Organization by two-thirds of the votes 
cast) a contracting party (hereafter in this Article referred to as the 
“applicant contracting party’) may, by negotiation and agreement 
with any contracting party with which such concession was initially 
negotiated and with any other contracting party determined by the 
Organization to have a principal supplying interest (which two pro- 
ceeding categories of contracting parties, together with the applicant 
contracting party, are in this Article hereinafter referred to as the 
“contracting parties primarily concerned”), and subject to con- 
sultation with any other contracting party determined by the Or- 
ganization to have a substantial interest in such concession, modify 
or withdraw a concession included in the appropriate Schedule annexed 
to this Agreement. 

2. In such negotiations and agreement, which may include pro- 
vision for compensatory adjustment with respect to other products, 
the contracting parties concerned shall endeavour to maintain a gen- 
eral level of reciprocal and mutually advantageous concessions not 
less favourable to trade than that provided for in this Agreement prior 
to such negotiations. 

3. (a) If agreement between the contracting parties primarily con- 
cerned cannot be reached before 1 January 1958 or before the expira- 
tion of a period envisaged in paragraph 1 of this Article, the con- 
tracting party which proposes to modify or withdraw the concession 
shall, nevertheless, be free to do so and if such action is taken an 
contracting party with which such concession was initially negotiated, 
any contracting party determined under paragraph 1 to have a prin- 
cipal supplying interest and any contracting party determined under 
paragraph | to have a substantial interest shall then be free not later 
than six months after such action is taken, to withdraw, upon the 
expiration of thirty days from the day on which written notice of such 
withdrawal is received by the Organization, substantially equivalent 
concessions initially negotiated with the applicant contracting 
party. 

(b) If agreement between the contracting parties primarily con- 
cerned is reached but any other contracting party determined under 
paragraph 1 of this Article to have a substantial interest is not satisfied, 
such other contracting party shall be free, not later than six months 
after action under such agreement is taken, to withdraw, upon the 
expiration of thirty days from the day on which written notice of such 
withdrawal is received by the Organization, substantially equivalent 
concessions initially negotiated with the applicant contracting party. 

4. The Organization may, at any time, in special circumstances, 
authorize a contracting party to enter into negotiations for modi- 
fication or withdrawal of a concession included in the appropriate 
Schedule annexed to this Agreement subject to the following pro- 
cedures and conditions: 

(a) Such negotiations and any related consultations shall be 
conducted in accordance with the provisions of paragraphs 1 
and 2 of this Article. 

(b) If agreement between the contracting parties primarily 
concerned is reached in the negotiations, the provisions of para- 
graph 3 (b) of this Article shall apply. 

(c) If agreement between the contracting parties primarily 
concerned is not reached within a period of sixty days after 
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negotiations have been authorized, or within such longer periods 
as the Organization may have prescribed, the applicant contract- 
ing ‘pert may refer the matter to the Organization. 

(d) Upon such reference, the Organization shall promptly 
examine the matter and submit their views to the contracting 
parties primarily concerned with the aim of achieving a settle- 
ment. If a settlement is reached, the provisions of paragraph 
3 (b) shall apply as if agreement between the contracting parties 

rimarily concerned had been reached. If no settlement is 
is reached between the contracting parties primarily concerned, 
the applicant contracting party shall be free to modify or with- 
draw the concession, unless the Organization determines that the 
applicant contracting party has unreasonably failed to offer 
adequate compensation. If such action is taken, any contracting 
party with which the concession was initially negotiated, any 
contracting party determined under paragraph 4 (a) to have a 
principal supplying interest and any contracting party determined 
under paragraph 4 (a) to have a cubehiiatin’ interest, shall be 
free, not later than six months after such action is taken, to 
modify or withdraw, upon the expiration of thirty days from the 
day on which written notice of such withdrawal is received by 
the Organization, substantially equivalent concessions initially 
negotiated with the applicant contracting party. 

5. Before 1 January 1958 and before the end of any period envisaged 
in paragraph 1 a contracting party may elect by notifying the Organi- 
zation to reserve the right, for the duration of the next period, to 
modify the appropriate Schedule in accordance with the procedures 
of paragraphs 1 to 3. Ifacontracting party so elects, other contracting 
parties shall have the right during the same period, to modify or 
withdraw, in accordance with the same procedures, concessions ini- 
tially negotiated with that contracting party. 


Article XXIX—Tariff Negotiations 


Description of Article 


The Article recognizes that customs duties may be serious obstacles 
to trade and that negotiations directed to the reduction of the general 
level of tariffs are of importance to the expansion of international 
trade. It makes explicit the Organization’s authority to sponsor such 
negotiations and recognizes that the success of such negotiations, if 
multilateral in character, will depend upon the participation of all 
major trading nations. 

The Article does not require the Organization to sponsor tariff 
negotiations or obligate any contracting party to participate in them. 
Text of Article 

1. The contracting parties recognize that customs duties often 
constitute serious obstacles to trade; thus negotiations on a reciprocal 
and mutually advantageous basis, directed to the substantial reduc- 
tion of the general level of tariffs and other charges on imports and 
exports and in particular to the reduction of such high tariffs as 
discourage the importation even of minimum quantities, and con- 
ducted with due regard to the objectives of this Agreement and the 

1# A note to the Article will be found on page 1438, 
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varying needs of individual contracting parties, are of great importance 
to the expansion of international trade. The Organization may 
therefore sponsor such negotiations from time to time. 

2. (a) Negotiations under this Article may be carried out on a 
selective product-by-product basis or by the application of such 
multilateral procedures as may be accepted by the contracting parties 
concerned. Such negotiations may be directed towards the reduc- 
tion of duties, the binding of duties at then existing levels or under- 
takings that individual duties or the average duties on specified 
categories of products shall not exceed specified levels. The binding 
against increase of low duties or of duty-free treatment shall, in 
principle, be recognized as a concession equivalent in value to the 
reduction of high duties. 

(b) The contracting parties recognize that in general the success of 
multilateral negotiations would depend on the participation of all 
contracting parties which conduct a substantial proportion of their 
external trade with one another. 

3. Negotiations shall be conducted on a basis which affords adequate 
opportunity to take into account: 

(a) the needs of individual contracting parties and individual 
industries ; 

(b) the needs of less-developed countries for a more flexible 
use of tariff protection to assist their economic development and 
the special needs of these countries to maintain tariffs for revenue 
purposes; and 

(c) all other relevant circumstances, including the fiscal, de- 
velopmental, strategic and other needs of the contracting parties 
concerned. 


Article XX X—Amendments 


Description of Article 


This Article provides that amendments to the Article concerning the 
stated objectives of the Agreement (Article I), amendments to the 
Article on most-favored-nation treatment in customs matters (Article 
II), amendments to the Article applying the tariff concessions (Article 
III), and amendments to the amendment Article itself (Article XXX) 
shall enter into force only if accepted by all contracting parties. 
Amendments to the other parts of the Agreement shall enter into force, 
for those governments which have accepted them, when accepted by 
two-thirds of the contracting parties. There must be a two-thirds vote 
approving the submission of amendments to governments for their 
consideration. 

Special procedures are provided for recording in the tariff schedules 
minor changes of a corrective nature and modifications of customs 
treatment which result from the application of the Agreement itself. 

The Article also sets forth a procedure whereby those contracting 
parties which have accepted an important amendment of the type 
entering into force upon acceptance by two-thirds may, in effect, expel 
a contracting party which fails to accept such amendment. 


Text of Article * 


1. (a) Except as provided for in paragraph 3 of this Article amend- 
ments to the provisions of this Agreement shall be made in accordance 
with the provisions of this paragraph. 


# A note to this Article will be found on page 1439. 
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(b) Amendments to the provisions of this Agreement shall be sub- 
mitted to the contracting parties for acceptance in accordance with 
subparagraphs (c) and (d) below; Provided, that such amendments 
have been approved by the Organization by a majority of two-thirds 
of the votes cast. 

(c) Amendments to the provisions of Part I of this Agreement or 
of this Article shall become effective on the thirtieth day following 
the day on which they have been accepted by all the contracting 

arties. 
" (d) Other amendments to this Agreement shall become effective 
in respect of those contracting parties which have accepted them on 
the thirtieth day following the day on which they have been accepted 
by two-thirds of the contracting parties, and thereafter for each other 
contracting party on the thirtieth day following the day on which 
they have a accepted by it. 

2. (a) The Organization may decide that any amendment made 
effective under paragraph 1 (d) of this Article is of such a nature 
that any contracting party which has not accepted it within a period 
specified by the Organization shall be free to withdraw from this 
Agreement or to remain a contracting party with the consent of the 
Organization. 

(b) A withdrawal from this Agreement under sub-paragraph (a) of 
this paragraph shall take effect upon the expiration of the sixtieth 
day following the day on which written notice of withdrawal is 
received by the Director-General of the Organization. A contracting 
party which, in the circumstances described in sub-paragraph (a), 
fails to accept the amendment or to give notice of withdrawal, shall 
cease to be a contracting party upon the expiration of the period 
referred to in that sub-paragraph or on the sixtieth day following the 
day on which the Organization shall have decided to withhold its 
consent to the contracting party remaining a contracting party, 
whichever date is the later. 

3. Any amendment to the schedules annexed to this Agreement 
which records rectifications of a purely formal character or modifica- 
tions resulting from action taken under paragraph 6 of Article III, 
Article XVIII, Article XXIV, Article XXVII or Article XXVIII, 
shall become effective on the thirtieth day following certification to 
this effect by the Organization; Provided that prior to such certifica- 
tion, all contracting parties have been notified of the proposed 
amendment and no objection has been raised, within thirty days of 
such notification by any contracting party, on the ground that the 
proposed amendments are not within the terms of this paragraph. 


Article XX XI— Withdrawal 


Description of Article 


This Article permits any contracting party to withdraw from the 
Agreement, upon six months’ notice in writing. 


Text of Article 


Without prejudice to the provisions of paragraph 12 of Article 
XVIII or of paragraph 2 of Article XXX, any contracting party may 
withdraw from this Agreement, or may separately withdraw on behalf 
of any of the separate customs territories for which it has interna- 
tional responsibility and which at the time possesses full autonomy in 
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the conduct of its external commercial relations and of the other mat- 
ters provided for in this Agreement. The withdrawal shall take effect 
upon the expiration of six months from the day on which written 
notice of withdrawal is received by the Director-General of the 
Organization. 


Article XX XII—Contracting Parties 


Description of Article 


This Article defines the term ‘‘contracting party.’’ It also contains 
a procedure under which countries applying the Agreement definitively 
may, in effect, expel contracting parties not so applying it. 
Text of Article 


1. The contracting parties to this gira shall be understood 
to mean those governments which are applying the provisions of this 
Agreement under Articles X XVI or SET or pursuant to the Pro- 
tocol of Provisional Application. 

2. At any time after the entry into force of this Agreement pur- 
suant to paragraph 5 of Article XXVI, those contracting parties 
which have accepted this Agreement pursuant to paragraph 3 of 
Article XX VI may decide that any contracting party which has not 
so accepted it shall cease to be a contracting party. 


Article XX XIII— Accession 


Description of Article 


This Article provides for the accession of new contracting parties to 
the General Agreement, provided the acceding government accepts 
the Agreement on the OTC, and subject to the terms agreed to by the 
government and the Organization. 

Text of Article * 

A government not a contracting party to this Agreement may 
accede thereto on terms to be agreed between such government and 
the Organization; Provided, That such government has accepted the 
Agreement on the Organization for Trade Cooperation. Decisions 
of the Organization under this paragraph shall be taken by a majority 
comprising two-thirds of the contracting parties. 


Article XXX1IV—Annexes 


Description of Article 
This Article makes the Annexes an integral part of the Agreement. 


Text of Article 


The annexes to this Agreement are hereby made an integral part of 
this Agreement. 


21 A note to this Article will be found on page 1439. 
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Article XXXV—Non-application of the Agreement Between 
Particular Contracting Parties 


Description of Article 


This Article sets forth a procedure whereby a contracting party can 
prevent the application of the General Agreement between itself and 
another contracting party at the time either becomes a contracting 
party. 

Text of Article 


1. This Agreement, or alternatively Article III of this Agreement 
shall not apply as between any contracting party and any other con- 
tracting party if: 

(a) the two contracting parties have not entered into tariff 
negotiations with each other, and 

(b) either of the contracting parties, at the time either becomes 
a contracting party, does not consent to such application. 

2. The Organization may review the operation of this Article in par- 
ticular cases at the request of any contracting party and make appro- 
priate recommendations. 





ANNEXES 
ANNEX A 
LIST OF TERRITORIES REFERRED TO IN PARAGRAPH 2 (&) OF ARTICLE II 


United Kingdom of Great Britain and Northern Ireland 
Dependent territories of the United Kingdom of Great Britain and 

Northern Ireland 
Canada 
Commonwealth of Australia 
Dependent territories of the Commonwealth of Australia 
New Zealand 
Dependent territories of New Zealand 
Union of South Africa including South West Africa 
Ireland 
India 
Pakistan 
Southern Rhodesia 
Burma 
Ceylon 

Certain of the territories listed above have two or more preferential 
rates in force for certain products. Any such territory may, by agree- 
ment with the other contracting parties which are principal suppliers 
of such products at the most-favoured-nation rate, substitute for 
such preferential rates a single preferential rate which shall not on the 
whole be less favourable to suppliers at the most-favoured-nation rate 
than the preferences in force prior to such substitution. 

The imposition of an equivalent margin of tariff preference to replace 
a margin of preference in an internal tax existing on April 10, 1947, 
exclusively between two or more of the territories listed in this Annex 
or to replace the preferential quantitative arrangements described in 
the following paragraph, shall not be deemed to constitute an increase 
in a margin of tariff preference. 

The preferential arrangements referred to in paragraph 5 (b) of 
Article XIV are those existing in the United Kingdom on April 10, 
1947, under contractual agreements with the Governments of Canada, 
Australia and New Zealand, in respect of chilled and frozen beef and - 
veal, frozen mutton and lamb, chilled and frozen pork, and bacon. 
It is the intention, without prejudice to any action taken under 
sub-paragraph (h) of Article XX, that these arrangements shall be 
eliminated or replaced by tariff preferences, and that negotiations 
to this end shall take place as soon as practicable among the countries 
substantially concerned or involved. 

The film hire tax in force in New Zealand on April 10, 1947, shall, 
for the purposes of this Agreement, be treated as a customs duty under 
Article I]. The renters’ film quota in force in New Zealand on April 10, 
1947, shall, for the purposes of this Agreement, be treated as a screen 
quota under Article IV. 
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ANNEX B 


LIST OF TERRITORIES OF THE FRENCH UNION REFERRED TO IN 
PARAGRAPH 2 (b) OF ARTICLE II 
France 
French Equatorial Africa (Treaty Basin of the Congo! and other 
territories) 
French West Africa 
Camaroons under French Trusteeship ! 
French Somali Coast and Dependencies 
French Establishments in Oceania 
French Establishments in the Condominium of the New Hebrides! 
Indo-China 
Madagascar and Dependencies 
Morocco (French Zone) 
New Caledonia and Dependencies 
Saint-Pierre and Miquelon 
Togo under French Trusteeship ' 
Tunisia 
ANNEX C 


LIST OF TERRITORIES OF THE CUSTOMS UNION OF BELGIUM, LUXEMBURG 
AND THE NETHERLANDS REFERRED TO IN PARAGRAPH 2 (b) OF 
ARTICLE IJ 


The Belgium-Luxemburg Economic Union 
Belgian Congo 
Ruanda Urundi 
The Netherlands 
New Guinea 
Surinam 
Netherlands Antilles 
Republic of Indonesia 
For imports into the metropolitan territories constituting the 
Customs Union. 


ANNEx D 


LIST OF TERRITORIES REFERRED TO IN PARAGRAPH 2 (b) OF ARTICLE II 
AS RESPECTS THE UNITED STATES OF AMERICA 


United States of America (customs territory) 
Dependent territories of the United States of America 
Republic of the Philippines 

The imposition of an equivalent margin of tariff preference to replace 
a margin of preference in an internal tax existing on April 10, 1947, 
exclusively between two or more of the territories listed in this Annex 
shall not be deemed to constitute an increase in a margin of tariff 
preference. 


i For imports into Metropolitan France and Territories of the French Union. 
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ANNEX E 


LISTS OF TERRITORIES COVERED BY PREFERENTIAL ARRANGEMENTS 
BETWEEN NEIGHBOURING COUNTRIES REFERRED TO IN PARAGRAPH 
2 (d) OF ARTICLE II 


(i) Chile, on the one hand, and 
1. Argentina 
2. Bolivia 
3. Peru, on the other. 
(ii) Uruguay and Paraguay. 


ANNEX F 


DATES ESTABLISHING MAXIMUM MARGINS OF PREFERENCE REFERRED 
TO IN PARAGRAPH 4 OF ARTICLE II 


AUSIIONS..... 26 ncn nccneenucnnntuadene gee 15 October 1946 
CR nici nn davceranc nse aking shag eres 1 July 1939 
PRG. cn mae cen cent cnn Vameeedeereeeeeee sees 1 January 1939 
LONE GE OOMEEID DUEWOG.. oo cite sth poids TA wnt abwne «se 1 July 1938 


sin or sw aig EW ll ers enn eta 1 May 1941 
ANNEX G 


PERCENTAGE SHARES OF TOTAL EXTERNAL TRADE TO BE USED FOR THE 
PURPOSE OF MAKING THE DETERMINATION REFERRED TO IN ARTICLE 
XXVI 

(based on the average of 1949-1953) 


If, prior to the accession of the Government of Japan to the General 
Agreement, the present Agreement has been accepted by contracting 
parties the external trade of which under column I accounts for the 
percentage of such trade specified in paragraph 6 of Article X XVI, 
column | shall be applicable for the purposes of that paragraph. If 
the present Agreement has not been so qroageat prior to the accession 
of the Government of Japan, column II shall be applicable for the 
purposes of that paragraph. 








Column II Column II 
Column I (Contract- Column I (Contract- 
(Contract- ing parties (Contract- ing parties 
ing parties | on 1 March ing parties | on 1 March 
on 1 March 1955 and on 1 March 1955 and 
1955 1955) os 
Japan) Japan) 
Sin ni th] BS | egee es 
TT. . cannmmmeanstene|. <:... MOEEL st... SEE enh eeedieenediearanen 
Belgium-Luxemburg.- .... 4.3 4.2 Netherlands, Kingdom of 
ON ee eee 2.5 2.4 sins cteneesrcinmnkel 4.7 4.6 
NE Sato civdaghionwed = =. New Zealand............. =. 1.0 
OMMRER.c..cccccwccunseses| G7} + MB URINE cei 1 0.1 
tentacles 0.5 0) EE cannnee<rubenedoe Ll 3 
Pdccdhvntebndesicier : : : DORMER. sci wneskissecd . ; > : 
li altel . . — a . 
Cosmesnereis Bes : : 7 —— and Nyasaland. . . . : 
aa . , a teeta 
Dominican Republic. -.--. 0.1 ie ee Ee 0.6 0.6 
Fi Mis sb sbsid se 1.0 1.0 || Union of South Africa. ___- 1.8 1.8 
oc ae 8.7 8.5 || United Kingdom__...___- 20. 3 19.8 
Germany, Federal Re- United States of America - 20. 6 20.1 
“eo 5.3 STi, Sree 0.4 0.4 
SP naga eeennnenen= .: Be 8 po rene tennnyncrnn ep meennsorens 2.3 
SA Ata ceddidawucacdin 
i ntstiaaesotinenirdivan 2.4 2.4 100.0 100. 0 


Norte: These percentages have been computed taking into account the trade of all territories in respect 
of which the Genera] Agreement on Tariffs and Trade is applied. 


P. 


P. 
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ANNEX H 


NOTES AND SUPPLEMENTARY PROVISIONS 


Ad Article II 
Paragraph 1. 

The obligations incorporated in paragraph 1 of Article II by 
reference to paragraphs 2 and 4 of Article IV and those incorporated 
in paragraph 2 (b) of Article III by reference to Article VI shall be 
considered as falling within Part II for the purposes of the Protocol 
of Provisional Application. 

Paragraph 4. 

The term ‘‘margin of preference’? means the absolute difference 
between the most-favoured-nation rate of duty and the preferential 
rate of duty for the like product, and not the proportionate relation 
between those rates. As examples: 

(1) If the most-favoured-nation rate were 36 per cent ad 
valorem and the preferential rate were 24 per cent ad valorem, 
the margin of preference would be 12 per cent ad valorem, and 
not one-third of the most-favoured-nation rate; 

(2) If the most-favoured-nation rate were 36 per cent ad 
valorem and the preferential rate were expressed as two-thirds 
of the most-favoured-nation rate, the margin of preference 
would be 12 per cent ad valorem; 

(3) If the most-favoured-nation rate were 2 francs per kilo- 
gramme and the preferential rate were 1.50 francs per kilo- 

mme, the margin of preference would be 0.50 francs per 

ilogramme. 

The following kinds of customs action, taken in accordance with 
established uniform procedures, would not be contrary to a general 
binding of margins of preference: 

(i) The re-application to an imported product of a tariff classi- 
fication or rate of duty, properly applicable to such product, in 
cases in which the application of such classification or rate to 
such product was temporarily suspended or inoperative on April 
10, 1947; and 

(ii) The classification of a particular product under a tariff 
item other than that under which importations of that product 
were classified on April 10, 1947, in cases in which the tariff law 
clearly contemplates that such product may be classified under 
more than one tariff item. 


Ad Article IIT 
Paragraph 2 (6). 
See the note relating to paragraph 1 of Article II. 
Paragraph 4. 
The provisions of this paragraph will be applied in the light of the 
following: 
1. The protection afforded through the operation of an import 


monopoly in respect of products described in the appropriate 
schedule shall be limited by means of: 


(a) a maximum import duty that may be applied in respect 
of the product concerned; or 
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(b) any other mutually satisfactory arrangement consistent 
with the provisions of this Agreement; any contracting party 
entering into negotiations with a view to concluding such 
arrangement shall afford to other interested contracting 
parties an opportunity for consultation. 

2. The import duty mentioned in 1 (a) above shall represent 
the margin by which the price charged by the import monopoly 
for the imported product (exclusive of internal taxes conforming 
to the provisions of Article IV, transportation, distribution, and 
other expenses incident to the purchase, sale or further processing, 
and a reasonable margin of profit) exceeds the landed cost; 
Provided that regard may be had to average landed costs and 
selling prices over recent periods; and Provided further that, where 
the product concerned is a primary commodity which is the 
subject of a domestic price stabilization arrangement, provisions 
may be made for adjustment to take account of wide fluctuations 
or variations in world prices, subject to agreement between the 
countries parties to the negotiations. 


Ad Article IV 


Any internal tax or other internal charge, or any law, regulation or 
requirement of the kind referred to in paragraph 1 which applies to 
an imported product and to the like domestic product and is collected 
or enforced in the case of the imported product at the time or point 
of importation, is nevertheless to be regarded as an internal tax or 
other internal charge, or a law, regulation or requirement of the kind 
referred to in paragraph 1, and is accordingly subject to the provisions 
of Article IV. 

Paragraph 1. 

The application of paragraph 1 to internal taxes imposed by local 
governments and authorities within the territory of a contracting 
party is subject to the provisions of the final paragraph of Article 

<XIV. The term “reasonable measures” in the last-mentioned para- 
raph would not require, for example, the repeal of existing national 
egislation authorizing local governments to impose internal taxes 
which, although technically inconsistent with the letter of Article IV, 
are not in fact inconsistent with its spirit, if such repeal would result 
in a serious financial hardship for the ocal governments or authorities 
concerned. With regard to taxation by local governments or authori- 
ties which is inconsistent with both the letter and spirit of Article IV, 
the term “reasonable measures” would permit a contracting party to 
eliminate the inconsistent taxation gradually over a transition period, 
if abrupt action would create serious administrative and financial 
difficulties. 
Paragraph 2. 

A tax conforming to the requirements of the first sentence of para- 
graph 2 would be considered to be inconsistent with the provisions of 
the second sentence only in cases where competition was involved 
between, on the one hand, the taxed product and on the other hand, 
a ae competitive or substitutable product which was not similarly 
taxed. 
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Paragraph §. 


Regulations consistent with the provisions of the first sentence of 
paragraph 5 shall not be considered to be contrary to the provisions 
of the second sentence in any case in which all of the products subject 
to the regulations are produced domestically in substantial quantities. 
A regulation cannot be justified as being consistent with the provisions 
of the second sentence on the ground that the proportion or amount 
allocated to each of the products which are the subject of the regula- 
tion constitutes an equitable relationship between imported and 
domestic products. 

Ad Article V 


Paragraph 6. 


With regard to transportation charges, the principle laid down in 
paragraph 5 refers to like products being transported on the same route 
under like conditions. 

Ad Article VI 


Paragraph 1. 


1. Hidden dumping by associated houses (that is, the sale by an im- 
porter at a price below that corresponding to the price invoiced by an 
exporter with whom the importer is associated, and also below the 
price in the exporting country) constitutes a form of price dumping 
with respect to which the margin of dumping may be calculated on the 
basis of the price at which the goods are resold by the importer. 

2. It is recognized that, in the case of imports from a country which 
has a complete or substantially complete monopoly of its trade and 
where all domestic prices are fixed by the State, special difficulties may 
exist in determining price comparability for, the purposes of paragrap 
1, and in such cases importing contracting ‘parties may find it neces- 
sary to take into account the possibility that a strict comparison with 
domestic prices in such a country may not always be appropriate. 


Paragraphs 2 and 8. 


Note 1. As in many other cases in customs administration, a con- 
tracting party may require reasonable security (bond or cash deposit) 
for the payment of anti-dumping or countervailing duty pending final 
determination of the facts in any case of suspected dumping or sub- 
sidization. 

Note 2. Multiple currency practices can in certain circumstances 
constitute a subsidy to exports which may be met by countervailing 
duties under paragraph 3 or can constitute a form of dumping by 
means of a partial depreciation of a country’s currency which may be 
met by action under paragraph 2. By “multiple currency practices’’ 
is meant practices by Governments or sanctioned by Governments. 


Paragraph 6 (6). 
Waivers under the provisions of this sub-paragraph shall be granted 


only on application by the contracting party proposing to levy an anti- 
dumping or countervailing duty, as the case may be. 


Ad Article VII 
Paragraph 1. 
The expression “or other charges’’ is not to be regarded as including 


internal taxes or equivalent charges imposed on or in connexion with 
imported products. 


75018—56——91 
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Paragraph 2. 

1. It would be in conformity with Article VII to presume that 
“actual value’? may be represented by the invoice price, plus any 
non-included charges for legitimate costs which are proper elements 
of “actual value” and plus any abnormal discount or other reduction 
from the ordinary competitive price. 

2. It would be in conformity with Article VII, paragraph 2 (b), 
for a contracting party to construe the phrase “in the ordinary course 
of trade . . . under fully competitive conditions’’, as excluding any 
transaction wherein the buyer and seller are not independent of each 
other and price is not the sole consideration. 

3. The standard of “fully competitive conditions” permits a con- 
tracting party to exclude from consideration prices involving special 
discounts limited to exclusive agents. 

4. The wording of sub-paragraphs (a) and (b) permits a contracting 
party to determine the value for customs purposes uniformly either 
(1) on the basis of a particular exporter’s prices of the imported 
merchandise, or (2) on the basis of the general price level of like 


merchandise. 
Ad Article VIII 


1. While Article VIII does not cover the use of multiple rates of 
exchange as such, paragraphs 1 and 4 condemn the use of exchange 
taxes or fees as a device for implementing multiple currency practices; 
if, however, a contracting party is using multiple currency exchange 
fees for balance of payments reasons with the approval of the Inter- 
national Monetary Fund, the provisions of paragraph 9 (a) of 


Article XV fully safeguard its position. 

2. It would be consistent with paragraph 1 if on the importation 
of products from the territory of a contracting party into the territory 
of another contracting party, the production of certificates of origin 
should only be required to the extent that is strictly indispensable. 


Ad Articles XI, XII, XIII and XIV 


Throughout Articles XI, XII, XIII and XIV the terms “import 
restrictions” or “export restrictions” include restrictions made effective 
through state-trading operations. 


Ad Article XI 
Paragraph 2 (c). 

The term “‘in any form”’ in this paragraph covers the same products 
when in an early stage of processing and still perishable, which com- 
pete directly with the fresh product and if freely imported would tend 
to make the restriction on the fresh product ineffective. 


Paragraph 2, last sub-paragraph. 
The term “special factors” includes changes in relative productive 
efficiency as between domestic and foreign producers, or as between 


different foreign producers, but not changes artificially brought about 
by means not permitted under the Agreement. 
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Ad Article XII 


The Organization shall make provision for the utmost secrecy in the 
conduct of any consultation under the provisions of this Article. 


Paragraph 8 (ce) (i). 
Contracting parties applying restrictions shall endeavour to avoid 


causing serious prejudice to exports of a commodity on which the 
economy of a contracting party is largely dependent. 


Paragraph 4 (6). 

It is agreed that the date shall be within ninety days after the entry 
into force of the amendments of this Article effected by the Protocol 
Amending the Preamble and Parts II and III of this Agreement. 
However, should the Organization find that conditions were not 
suitable for the application of the provisions of this sub-paragraph 
at the time envisaged, it may determine a later date; Provided that 
such date is not more than thirty days after such time as the obliga- 
tions of Article VIII, Sections 2, 3 and 4 of the Articles of Agreement 
of the International Monetary Fund become applicable to contract- 
ing parties, members of the Fund, the combined foreign trade of 
which constitutes at least fifty per centum of the aggregate foreign 
trade of all contracting parties. 

Paragraph 4 (e). 

It is agreed that paragraph 4 (e) does not add any new criteria for 
the imposition or maintenance of quantitative restrictions for balance 
of payments reasons. It is solely intended to ensure that al] external 
factors such as changes in the terms of trade, quantitative restrictions, 
excessive tariffs and subsidies, which may be contributing to the 
balance of payments difficulties of the contracting party applying 
restrictions will be fully taken into account. 


Ad Article XIII 
Paragraph 2 (d). 

No mention was made of “commercial considerations’”’ as a rule for 
the allocation of quotas because it was considered that its application 
by governmental authorities might not always be practicable. More- 
over, in cases where it is practicable, a contracting party could apply 
these considerations in the process of seeking agreement, consistently 
with the general rule laid down ia the opening sentence of paragraph 2. 


Paragraph 4. 


See note relating to “special factors” in connection with the last 
sub-paragraph of paragraph 2 of Article XI, 


Ad Article XIV 
Paragraph 1. 


The provisions of this paragraph shall not be so construed as to 
preclude full consideration by the Organization, in the consultations 
provided for in paragraph 4 of Article XII and in paragraph 12 of 
Article XVIII, of the nature, effects and reasons for discrimination 
in the field of import restrictions. 
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Paragraph 2. 

One of the situations contemplated in paragraph 2 is that of a 
contracting party holding balances acquired as a result of current 
transactions which it finds itself unable to use without a measure of 


discrimination. 
Ad Artiele XV 
Paragraph 4. 

The word “frustrate’’ is intended to indicate, for example, that 
infringements of the letter of any Article of this Agreement by exchange 
action shall not be regarded as a violation of that Article if, in practice, 
there is no appreciable departure from the intent of the Article. 
Thus, a contracting party which, as part of its exchange control 
operated in accordance with the Articles of Agreement of the Inter- 
national Monetary Fund, requires payment to be received for its 
exports in its own currency or in the currency of one or more members 
of the International Monetary Fund will not thereby be deemed to 
contravene Article XI or Article XIII. Another example would be 
that of a contracting party which specifies on an import license the 
country from which the goods may be imported, for the purpose not 
of introducing any additional element of discrimination in its import 
licensing system but of enforcing permissible exchange controls. 


Ad Article XVI 


The exemption of an exported product from duties or taxes borne 
by the like product when destined for domestic consumption, or the 
remission of such duties or taxes in amounts not in excess of those 
which have accrued, shall not be deemed to be a subsidy. 

Section B. 

1. Nothing in Section B shall preclude the use by a contracting 
party of multiple rates of exchange in accordance with the Articles of 
Agreement of the International Monetary Fund. 

2. For the purposes of Section B, a “primary product” is understood 
to be any product of farm, forest or fishery, or any mineral, in its 
natural form or which has undergone such processing as is customarily 
required to prepare it for marketing in substantial volume in inter- 
national trade. 


Paragraph 8. 


1. The fact that a contracting party has not exported the product 
in question during the previous representative period would not in 
itself preclude that contracting party from establishing its right to 
obtain a share of the trade in the product concerned. 

2. A system for the stabilization of the domestic price or of the 
return to domestic producers ef & primary product independently of 
the movements of export prices, which results at times in the sale of 
the product for export at a price lower than the comparable price 
charged for the like product to buyers in the domestic market, shall be 
considered not to involve a subsidy on exports within the meaning of 
paragraph 3 if the Organization determines that: 

(a) the system has also resulted, or is so designed as to result, 
in the sale of the product for export at a price higher than the 
comparable price charged for the like suetent to buyers in the 
domestic market; and 
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(b) the system is so operated, or is designed so to operate, 
either because of the effective regulation of production or other- 
wise, as not to stimulate exports unduly or otherwise seriously to 
prejudice the interests of other contracting parties. 

Notwithstanding such determination by the Organization, operations 
under such a system shall be subject to the provisions of paragraph 3 
where they are wholly or partly financed out of government funds in 
addition to the funds collected from producers in respect of the prod- 
uct concerned. 


Paragraph 4. 

The intention of paragraph 4 is that the contracting parties should 
seek before the end of 1957 to reach agreement to abolish all remaining 
subsidies as from 1 January 1958; or, failing this, to reach agreement 
to extend the application of the standstill until the earliest date there- 
after by which they can expect to reach such agreement. 


Ad Article XVII 
Paragraph 1. 

The operations of Marketing Boards, which are established by con- 
tracting parties and are engaged in purchasing or selling, are subject 
to the provisions of subparagraphs (a) and (b). 

The activities of Marketing Boards which are established by con- 
tracting parties and which do not purchase or sell but lay down regula- 
tions covering private trade are governed by the relevant Articles of 
this Agreement. 

The charging by a state enterprise of different prices for its sales of 
a product in different markets is not precluded by the provisions of this 
Article, provided that such different prices are charged for commercial 
reasons, to meet conditions of supply and demand in export markets. 
Paragraph 1 (a). 

Governmental measures imposed to ensure standards of quality 
and efficiency in the operation of external trade, or privileges granted 
for the exploitation of national natural resources but which do not 
empower the government to exercise control over the trading activi- 


ties of the enterprise in question, do not constitute “exclusive or 
special privileges’. 


Paragraph 1 (b). 
A country receiving a “tied loan” is free to take this loan into ac- 


count as a “commercial consideration” when purchasing requirements 
abroad. 


Paragraph 2. 


The term ‘‘goods” is limited to products as understood in commercial 
practice, and is not intended to include the purchase or sale of services. 
Paragraph 8. 

Negotiations which contracting parties agree to conduct under this 
paragraph may be directed towards the reduction of duties and other 
charges on imports and exports or towards the conclusion of any other 
mutually satisfactory arrangement consistent with the provisions of 
this Agreement. (See paragraph 4 of Article III and the note to that 
paragraph.) 
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Paragraph 4 (6). 

The term “import mark-up” in this paragraph shall represent the 
margin by which the price charged by the import monopoly for the 
imported product (exclusive of internal taxes within the purview of 
Article [V, transportation, distribution, and other expenses incident 
to the purchase, sale or further processing, and a reasonable margin 
of profit) exceeds the landed cost. 


Ad Article XVIII 


The Organization and the contracting parties concerned shall pre- 


serve the utmost secrecy in respect of matters arising under this 
Article. 


Paragraphs 1 and 4, 


1. When they consider whether the economy of a contracting part 
“can only support low standards of living”, the Organization shall 
take into consideration the normal position of that economy and 
shall not base its determination on exceptional circumstances such as 
those which may result from the temporary existence of exceptionally 
favourable conditions for the staple export product or products of 
such contracting party. 

2. The phrase “‘in the early stages of development” is not meant to 
apply only to contracting parties which have just started their eco- 
nomic development, but also to contracting parties the economies of 
which are undergoing a process of industrialization to correct an 
excessive dependence on primary production. 


Paragraphs 2, 3, 7, 13 and 22. 


The reference to the establishment of particular industries shall 
apply not only to the establishment of a new industry, but also to the 
establishment of a new branch of production in an existing industry 
and to the substantial transformation of an existing industry, and to the 
substantial expansion of an existing industry supplying a relatively 
small proportion of the domestic demand. It shall also cover the 
reconstruction of an industry destroyed or substantially damaged as 
a result of hostilities or natural disasters. 


Paragraph 7 (6). 

A modification or withdrawal, pursuant to paragraph 7 (b), by a 
contracting party, other than the applicant contracting prrty, re- 
ferred to in paragraph 7 (a), shall be made within six months of the 
day on which the action is taken by the applicant contracting party, 
and shall become effective on the thirtieth day following the day on 


which such modification or withdrawal has been notified to the Organi- 
zation. 


Paragraph 11. 


The second sentence in paragraph 11 shall not be interpreted to 
mean that a contracting party is required to relax or remove restric- 
tions if such relaxation or removal would thereupon produce conditions 
justifying the intensification or institution, respectively, of restric- 
tions under paragraph 9 of Article XVIII. 
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Paragraph 12 (6). 
The date referred to in paragraph 12 (b) shall be the date determined 


by the Organization in accordance with the provisions of paragraph 
4 (b) of Article XII of this Agreement. 


Paragraphs 13 and 14. 


It is recognized that, before deciding on the introduction of a measure 
and notifying the Organization in accordance with paragraph 14, a 
contracting party may need a reasonable period of time to assess the 
competitive position of the industry concerned. 


Paragraphs 15 and 16. 


It is understood that the Organization shall invite a contracting 
party proposing to apply a measure under Section C to consult with 
it pursuant to paragraph 16 if it is requested to do so by a contracting 
party the trade of which would be appreciably affected by the measure 
in question. 


Paragraphs 16, 18, 19 and 22. 


1. It is understood that the Organization may concur in a pro- 
posed measure subject to specific conditions or limitations. If the 
measure as applied does not conform to the terms of the concurrence 
it will to that extent be deemed a measure in which the Organization 
has not concurred. In cases in which the Organization has concurred 
in a measure for a specified period, the contracting party concerned, 
if it finds that the maintenance of the measure for a further period of 
time is required to achieve the objective for which the measure was 
originally taken, may apply to the Organization for an extension of 
that period in accordance with the provisions and procedures of Section 
C or D, as the case may be. 

2. It is expected that the Organization will, as a rule, refrain from 
concurring in a measure which is likely to cause serious prejudice to 
exports of a commodity on which the economy of a contracting party 
is largely dependent. 


Paragraphs 18 and 22. 


The phrase “that the interests of other contracting parties are ade- 
quately safeguarded”’ is meant to provide latitude sufficient to permit 
consideration in each case of the most appropriate method of safe- 
guarding those interests. The appropriate method may, for instance, 
take the form of an additional concession to be applied by the con- 
tracting party having recourse to Section C or D during such time as 
the deviation from the other Articles of the Agreement would remain 
in force or of the temporary suspension by any other contracting 
party referred to in paragraph 18 of a concession substantially equiva- 
lent to the impairment due to the introduction of the measure in 
question. Such contracting party would have the right to safeguard 
its interests through such a temporary suspension of a concession ; 
Provided that this right will not be exercised when, in the case of a 
measure imposed by a contracting party coming within the scope of 
paragraph 4 (a), the Organization has determined that the extent of 
compensatory concession proposed was adequate. 


Paragraph 19; 


The provisions of paragraph'19 are intended to cover the cases where 
an industry has been,in existence beyond the ,‘‘reasonable period of 
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time”’ referred to in the note to paragraphs 13 and 14, and should not 
be so construed as to deprive a contracting party coming within the 
scope of paragraph 4 (a) of Article XVIII, of its right to resort to the 
other provisions of Section C, including paragraph 17, with regard to a 
newly established industry even though it has benefited from incidental 
protection afforded by balance of payments import restrictions. 


Paragraph 21. 


Any measure taken pursuant to the provisions of paragraph 21 shall 
be withdrawn forthwith if the action taken in accordance with para- 
graph 17 is withdrawn or if the Organization concurs in the measure 
proposed after the expiration of the ninety-day time limit specified in 


paragraph 17. 
Ad Article XX 
Sub-paragraph (h). 
The exception provided for in this sub-paragraph extends to any 
commodity agreement which conforms to the principles approved by 
the Economic and Social Council in its resolution No. 30 (IV) of 


28 March 1947. 
Ad Article XXIV 


Paragraph 9. 


It is understood that the provisions of Article II would require that, 
when a product which has been imported into the territory of a mem- 
ber of a customs union or free-trade area at a preferential rate of duty 
is re-exported to the territory of another member of such union or area, 
the latter member should collect a duty equal to the difference between 
the duty already paid and any higher duty that would be payable if 


the product were being imported directly into its territory. 
Paragraph 11. 


Measures adopted by India and Pakistan in order to carry out 
definitive trade arrangements between them, once they have been 
agreed upon, might depart from particular provisions of this Agree- 
ment, but these measures would inJgeneral be consistent with the 
objectives of the Agreement. 


Ad Article XXVIII 


The Organization and each contracting party concerned should 
arrange to conduct the negotiations and consultations with the 
greatest possible secrecy in order to avoid premature disclosure of 
details of prospective tariff changes. The Organization shall be 
informed immediately of all changes in national tariffs resulting from 
recourse to this Article. 


Paragraph 1. 


1. If the Organization specifies a periodfother than a three-year 
period, a contracting party may act pursuant to paragraph 1 or 
paragraph 3 of Article XXVIII on the first day following the expira- 
tion of such other period and, unless the Organization has again 
specified another period, subsequent periods will be three-year 
periods following the expiration of such specified period. 

2. The provision that on 1 January 1958, and on other days deter- 
mined pursuant to paragraph 1, a contracting party ‘‘may. . . 
modify or withdraw a concession’”’ means that on such day, and on the 
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first day after the end of each period, the legal obligation of such con- 
tracting party under Article III is altered; it does not mean that the 
changes in its customs tariff should necessarily be made effective on 
that day. If a tariff change resulting from negotiations undertaken 
pursuant to this Article is delayed, the entry into force of any com- 
pensatory concessions may be similarly delayed. 

3. Not earlier than six months, nor later than three months, prior to 
1 January 1958, or to the termination date of any subsequent period, 
a contracting party wishing to modify or withdraw any concession 
embodied in the appropriate Schedule, should notify the Organization 
to this effect. The Organization shall then determine the contracting 
party or contracting parties with which the negotiations or consulta- 
tions referred to in paragraph 1 shall take place. Any contracting 
party so determined shall participate in such negotiations or consulta- 
tions with the applicant contracting party with the aim of reaching 
agreement before the end of the period. Any extension of the assured 
life of the Schedules shall relate to the Schedules as modified after 
such negotiations, in accordance with paragraphs 1, 2 and 3 of Article 
XXVIII. If the Organization is arranging for multilateral tariff 
negotiations to take place within the period of six months before 1 
January 1958, or before any other day determined pursuant to para- 
graph 1, it shall include in the arrangements for such negotiations 
suitable procedures for carrying out the negotiations referred to in 
this paragraph. 

4. The object of providing for the participation in the negotiations 
of any contracting party with a principal supplying interest, in addi- 
tion to any contracting party with which the concession was initially 
negotiated, is to ensure that a contracting party with a larger share 
in the trade affected by the concession than a contracting party with 
which the concession was initially negotiated shall have an effective 
opportunity to protect the contractual right which it enjoys under 
this Agreement. On the other hand, it is not intended that the scope 
of the negotiations should be such as to make negotiations and agree- 
ment under Article XXVIII unduly difficult nor to create complica- 
tions in the application of this Article in the future to concessions 
which result from negotiations thereunder. Accordingly, the Organ- 
ization should only determine that a contracting party has a principal 
supplying interest if that contracting party has had, over a reasonable 
period of time prior to the negotiations, a larger share in the market 
of the applicant contracting party than a contracting party with 
which the concession was initially negotiated or would, in the judg- 
ment of the Organization, have had such a share in the absence of 
discriminatory quantitative restrictions maintained by the applicant 
contracting party. It would therefore not be appropriate for the 
Organization to determine that more than one contracting party, or 
in those exceptional cases were there is near equality more than two 
contracting parties, had a principal supplying interest. 

5. Notwithstanding the definition of a principal supplying interest 
in‘ note 4 to paragraph 1, the Organization may exceptionally deter- 
mine that a contracting party has a principal supplying interest if 
the concession in question affects trade which constitutes a major 
part of the total exports of such contracting party. 

6. It is not intended that provision for participation in the ne- 
gotiations of any contracting party with a principal supplying interest, 
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and for consultation with any contracting party having a substantial 
interest in the concession which the applicant contracting party is 
seeking to modify or withdraw, should have the effect that it should 
have to pay compensation or suffer retaliation greater than the 
withdrawal or modification sought, judged in the light of the conditions 
of trade at the time of the proposed withdrawal or modification, 
making allowance for any discriminatory quantitative restrictions 
maintained by the applicant contracting party. 

7. The expression ‘‘substantial interest’’ is not capable of a precise 
definition and accordingly may present difficulties for the Organiza- 
tion. It is, however, intended to be construed to cover only those 
contracting parties which have, or in the absence of discriminatory 
quantitative restrictions affecting their exports could reasonably be 
expected to have, a significant share in the market of the contracting 
party seeking to modify or withdraw the concession. 

Paragraph 4. 

1. Any request for authorization to enter into negotiations shall be 
accompanied by all relevant statistical and other data. A decision 
on such request shall be made within thirty days of its submission. 

2. It is recognized that to permit certain contracting parties, 
depending in large measure on a relatively small number of primary 
commodities and relying on the tariff as an important aid for further- 
ing diversification of their economies or as an important source of 
revenue, normally to negotiate for the modification or withdrawal of 
concessions only under paragraph 1 of Article XXVIII, might cause 
them at such a time to make modifications or withdrawals which in 
the long run would prove unnecessary. ‘To avoid such a situation the 
Organization shall authorize any such contracting party, under para- 
graph 4, to enter into negotiations unless it considers this would 
result in, or contribute substantially towards, such an increase in 
tariff levels as to threaten the stability of the Schedules to this Agree~ 
ment or lead to undue distribuance of international trade. 

3. It is expected that negotiations authorized under paragraph 4 
for modification or withdrawal of a single item, or a very small group 
of items, could normally be brought to a conclusion in sixty days. It 
is recognized, however, that such a period will be inadequate for cases 
involving negotiations for the modification or withdrawal of a larger 
number of items and in such cases, therefore, it would be appropriate 
for the Organization to prescribe a longer period. 

4. The determination referred to in paragraph 4 (d) shall be made 
by the Organization within thirty days of the submission of the matter 
to it unless the applicant contracting party agrees to a longer period. 

5. In determining under parental 4 (d) whether an applicant con- 
tracting party has unreasonably failed to offer adequate compensation, 
it is understood that the Organization will take due account of the 
special position of a contracting party which has bound a high propor- 
tion of its tariffs at very low rates of duty and to this extent has less 
scope than other contracting parties to make compensatory adjust- 


ments. 
Ad Article XXIX 
Paragraph 8. 


It is understood that the reference to fiscal needs would include the 
revenue aspect of duties and particularly duties imposed primarily 
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for revenue purposes or duties imposed on products which can be 
substituted for products subject to revenue duties to prevent the 
avoidance of such duties. 


Ad Article XXX 


The acceptance of amendments pursuant to this paragraph shall 
be in such form as may be determined by the Organization. 


Ad Article XX XIII 


Similarly, a government acting on behalf of a separate customs 
territory possessing full autonomy in the conduct of its external 
commercial relations and of other matters provided for in this Agree- 
ment, may accede to this Agreement on behalf of that territory on 
terms applicable thereto. 


3. DECISION TO GRANT A WAIVER TO THE UNITED STATES IN CON- 
NECTION WITH IMPORT RESTRICTIONS IMPOSED UNDER SECTION 
22 OF THE UNITED STATES AGRICULTURAL ADJUSTMENT ACT (OF 
1933), AS AMENDED 


HAVING RECEIVED the request of the United States Government 
for a waiver of the provisions of Article II and Article XI of the 
General Agreement with respect to certain actions by the United 
States Government required by the provisions of Section 22 of the 
United States Agricultural Adjustment Act (of 1933), as amended 
(hereinafter referred to as Section 22), which are not authorized by 
the Agreement, 

HAVING ALSO RECEIVED the statement of the United States: 

(a) that there exist in the United States governmental agri- 
cultural programmes (including programmes or operations which 
provide price assistance for certain domestic agricultural prod- 
ucts and which operate to limit the production or market supply, 
or to regulate or control the quality or prices of domestic agri- 
cultural products) which from time to time result in domestic 
prices being maintained at a level in excess of the prices at which 
imports of the like products can be made available for consump- 
tion in the United States and that under such conditions imports 
may be attracted into the United States in abnormally large 
quantities or in such manner as to have adverse effects on such 
programmes or operations unless the inflow of such imports is 
regulated in some manner; 

(b) that the Congress of the United States therefore enacted 
Section 22 which requires that restrictions in the form either of 
fees or of quantitative limitations must be imposed on imports 
whenever the President of the United States finds, after investi- 
gation, that such products are being or are practically certain 
to be imported in such quantities and under such conditions as 
to render ineffective or materially interfere with any programme 
or operation undertaken by the United States Department of 
Agriculture or any agency under its direction with respect to 
any agricultural commodity or product thereof, or to reduce 
substantially the amount of any product processed in the United 
States from any agricultural commodity or product thereof, with 
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respect to which such a programme is being undertaken, and has 
required the President not to accept any international obliga- 
tion which would be inconsistent with the requirements of the 
Section. 

(c) that import restrictions can be imposed under Section 22 
only when the President finds that imports are having or are 
practically certain to have the effects for which Section 22 action 
is required, and then, except as provided by law in emergenc 
situations, only after investigation by the United States Tariff 
Commission, after due notice and opportunity for hearings have 
been given to interested parties; that while import restrictions 
may be imposed in emergency situations before an investigation 
by the Tariff Commission, the continuance of such restrictions 
is subject to the decision of the President as soon as the Com- 
mission has completed an immediate investigation; and that fees 
imposed under Section 22 cannot exceed 50 per cent ad valorem 
and any quantitative limitation of imports under that Section 
cannot be such as to reduce the quantity of imports of the prod- 
uct below 50 per cent of the quantity entered during a repre- 
sentative period as determined by the Peete and that except 
in the case of those products os Ee it is impracticable to limit 
production or marketings or the United States Government is 
without legislative authority to do so, the products on which 
Section 22 controls are now in effect are subject to limitation 
upon domestic marketing which in turn affect production; 

Nortinc: 

(a) that, to help solve the problem of surpluses of products 
for which Section 22 import quotas now are in effect, the United 
States Government has taken positive steps aimed at reducing 
1955 crop supplies by lowering support price levels or by 
imposing marketing quotas at minimum levels permitted by 
legislation; and that it is the intention of the United States 
Government to continue to seek a solution of the problem of 
surpluses of agricultural commodities; 

(b) the assurance of the United States Government that it 
will discuss proposals under Section 22 with all countries having 
a substantial interest prior to taking action, and will give prompt 
consideration to any representations made to it; 

(c) that it is the intention of the United States Government 
promptly to terminate any restrictions imposed when it finds 
that circumstances requiring the action no longer exist, and to 
modify restrictions whenever changed circumstances warrant 
such modification; 

THE CONTRACTING PARTIES 

Decipe, pursuant to paragraph 5 (a) of Article XXV of the 
General Agreement and in consideration of the assurances re- 
corded above, that subject to the conditions and procedures set 
out hereunder the obligations of the United States under the 
provisions of Articles Il and XI of the General Agreement are 
waived to the extent necessary to prevent a conflict with such 
provisions of the General Agreement in the case of action required 
to be taken by the Government of the United States under 
Section 22. The text of Section 22 is annexed to this Decision; 
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Decuare that this Decision shall not preclude the right of 
affected contracting parties to have recourse to the appropriate 
provisions of Article XXIII; and 

Dectarg, further, that in deciding as aforesaid, they regret 
that circumstances make it necessary for the United States to 
continue to apply import restrictions which, in certain cases, 
adversely affect the trade of a number of contracting parties, 
impair concessions granted by the United States and thus impede 
the attainment of the objectives of the General Agreement. 


CONDITIONS AND PROCEDURES 


1. Upon request of any contracting party which considers that its 
interests are seriously prejudiced by reason of any import restriction 
imposed under Section 22, whether or not covered by this Decision, 
the United States will promptly undertake a review to determine 
whether there has been a change in circumstances which would require 
such restrictions to be modified or terminated. In the event the 
review shows such a change, the United States will institute an 
investigation in the manner provided by Section 22. 

2. Should the President of the United States acting in pursuance 
of Section 22 cause an investigation to be made to determine whether 
any existing import restriction should be modified, terminated or 
extended, or whether restrictions should be imposed on the import 
of any additional product, the United States will notify the Con- 
TRACTING Parties and, in accordance with Article XXII of the 
General Agreement, accord to any contracting party which considers 
that its interests would be prejudiced the fullest notice and oppor- 
tunity, consistent with the legislative requirements of the United 
States, for representations and consultation. 

3. The United States will give due consideration to any represen- 
tations submitted to it including: 

(a) When investigating whether any existing import restric- 
tion should be modified, terminated or extended, representations 
that a greater volume of imports than is permitted under the 
import restriction would not have the effects required to be cor- 
rected by Section 22, including representations that the volume 
of imports that would have entered in the absence of govern- 
mental agricultural programmes would not have such effects. 

(b) When investigating with respect to import restrictions on 
additional products, representations with regard to: 

(i) the effect of imports of any product upon any pro- 

amme or operation undertaken by the United States 
Bechrteent of Agriculture or any agency under its direc- 
tion, or upon the domestic production of any agricultural 
commodity or product thereof for which such a programme 
or operation is undertaken, including representations that 
the volume of imports which would have entered in the 
absence of governmental agricultural programmes will not 
have the effects required to be corrected by Section 22; 

(ii) the representative period to be used for the deter- 
mination of any quota. 

(c) Representations by any contracting party that the portion 
of a total quota allotted or proposed to be allotted to it is inequi- 
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table because of circumstances that operated to reduce imports 
from that contracting party of the product concerned during the 
past representative period on which such import quota is based. 

4. As soon as the President has made his decision following any 
investigation the United States will notify the Conrractine Parties 
and those contracting parties which have made representations or 
entered into consultations. If the Decision imposes restrictions on 
additional products or extends or intensifies existing restrictions the 
notification by the United States will include particulars of such 
restrictions and the reasons for them (regardless of whether the 
restriction is consistent with the General Agreement). At the time 
of such notification the provisions of the General Agreement are 
waived to the extent necessary to permit such restrictions to be applied 
under the General Agreement, subject to the review herein provided 
and, as declared above, without prejudice to the right of the affected 
contracting parties to have recourse to the appropriate provisions of 
Article XXIII. 

5. The United States will remove or relax each restriction permitted 
under this waiver as soon as it finds that the circumstances requiring 
such restriction no longer exist or have changed so as no longer to 
require its imposition in its existing form. 

6. The Conrractine Parties will make an annual review of an 
action taken by the United States under this Decision. For eac 
such review the United States will furnish a report to the ContracTING 
Parties showing any modification or removal of restrictions effected 
since the previous report, the restrictions in effect under Section 22 
and the reasons why such restrictions (regardless of whether covered 
by this waiver) continue to be applied and any steps it has taken 
with a view to a solution of the problem of surpluses of agricultural 


commodities. 
ANNEX TO THE DECISION 


Section 22 or THE AGRICULTURAL ApsustmENT Act (oF 1933), as 
RE-ENACTED AND AMENDED 


Section 22 (a) Whenever the Secretary of Agriculture has reason 
to believe that any article or articles are being or are practically cer- 
tain to be imported into the United States under such conditions 
and in such quantities as to render or tend to render ineffective, or 
materially interfere with, any program or operation undertaken under 
this title or the Soil Conservation and Domestic Allotment Act, as 
amended, or section 32, Public Law No. 320, Seventy-fourth Congress, 
approved 24 August 1935, as amended, or any loan, purchase, or other 
program or operation undertaken by the Department of Agriculture, 
or any agency operating under its direction, with respect to any 
agricultural commodity or product thereof, or to reduce substantially 
the amount of any product processed in the United States from any 
agricultural commodity or product thereof with respect to which 
any such program or operation is being undertaken, he shall so advise 
the President, and, if the President agrees that there is reason for 
such belief, the President shall cause an immediate investigation to 
be made by the United States Tariff Commission, which shall give 
precedence to investigations under this section to determine such 
facts. Such investigation shall be made after due notice and oppor- 
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tunity for hearing to interested parties, and shall be conducted sub- 
ject to such regulations as the President shall specify (7 U. S. C. 
624 (a)). 

(b) If, on the basis of such investigation and report to him of 
findings and recommendations made in connection therewith, the 
President finds the existence of such facts, he shall by proclamation 
impose such fees not in excess of 50 per centum ad valorem or such 
quantitative limitations on any article or articles which may be 
entered, or withdrawn from warehouse, for consumption as he finds 
and declares shown by such investigation to be necessary in order 
that the entry of such article or articles will not render or tend to 
render ineffective, or materially interfere with, any program or opera- 
tion referred to in sub-section (a) of this section, or reduce substan- 
tially the amount of any product processed in the United States from 
any such agricultural commodity or product thereof with respect to 
which any such program or operation is being undertaken: Provided, 
That no proclamation under this section shall impose any limitation 
on the total quantity of any article or articles which may be entered, 
or withdrawn from warehouse, for consumption which reduces such 
permissible total quantity to proportionately less than 50 per centum 
of the total quantity of such article or articles which was entered, or 
withdrawn from warehouse, for consumption during a representative 
period as determined by the President: And provided further, That 
in designating any article or articles, the President may describe 
them by physical qualities, value, use, or upon such other bases as 
he shall determine. In any case where the Secretary of Agricultvre 
determines and reports to the President with regard to any article 
or articles that a condition exists requiring emergency treatment, the 
President may take immediate action under this section without 
awaiting the recommendations of the Tariff Commission, such action 
to continue in effect pending the report and recommendations of the 
aa and action thereon by the President (7 U. S. C. 
624 (b)). 

(c) The fees and limitations imposed by the President by proclama- 
tion under this section and any revocation, suspension, or modifi- 
cation thereof, shall become effective on such date as shall be therein 
specified, and such fees shall be treated for administrative purposes 
and for the purposes of section 32 of Public Law No. 320, Seventy- 
fourth Congress, approved 24 August 1935, as amended, as duties 
imposed by the Tariff Act of 1930, but such fees shall not be considered 
as duties for the purpose of granting any preferential concession under 
any international obligation of the United States (7 U.S. C. 624 (c)). 

(d) After investigation, report, finding, and declaration in the 
manner provided in the case of a proclamation issued pursuant to 
sub-section (b) of this section, any proclamation or provision of such 
proclamation may be suspended or terminated by the President 
whenever he finds and proclaims that the circumstances requiring 
the proclamation or provision thereof no longer exist or may be 
modified by the President whenever he finds and proclaims that 
changed circumstances re such modification to carry out the 
purposes of this section (7 U.S. C. 624 (d)). 

(e) Any decision of the President as to facts under this section shall 
be final (7 U.S. C. 624 (e)). 
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(f) No trade agreement or other international agreement hereto- 
fore or hereafter entered into by the United States shall be applied 
in @ manner inconsistent with the requirements of this section (7 
U.S. C. 624 (f)). 


Pusuic Law 50, E1igury-seconp Coneress, SEcTION 8 (A) 


In any case where the Secretary of Agriculture determines and 
reports to the President and to the Tariff Commission with regard to 
any agricultural commodity that due to the perishability of the 
commodity a condition exists requiring emergency treatment, the 
Tariff Commission shall make an immediate investigation under 
the provisions of section 22 of the Agricultural Adjustment Act, 
as amended, or under the provisions of section 7 of this Act to deter- 
mine the facts and make recommendations to the President for such 
relief under those provisions as may be appropriate. The President 
may take immediate action, however, without awaiting the recom- 
mendations of the Tariff Commission if in his judgment the emergency 
requires such action. In any case, the report and findings of the 
Tariff Commission and the decision of the President shall be made 
at the earliest possible date and in any event not more than 25 
calendar days after the submission of the case to the Tariff Com- 
mission. 

(Thereupon, at 3 p. m., the committee adjourned.) 


O 











